New regulations set to transform open finance in banking by 2025
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New regulations aimed at shaping the landscape of open finance within the banking sector are anticipated to be implemented by the end of 2025. Financial advisers are encouraged to prepare for these changes, which are likely to significantly transform business practices across the industry. 
As reported by goodreturns.co.nz, four major banks reached a crucial milestone in late 2024 by conforming to Payments NZ’s Account Information API standard. An application programming interface (API) enables software systems to exchange information, thus allowing third-party services access to consumers' financial data. This development is a step towards greater transparency and data fluidity in the finance sector.
Josh Daniell, founder and chief operating officer of fintech firm Akahu, foresees swift advancements in regulated open finance in the upcoming years. However, he cautioned that it may take considerable time before seamless data exchange becomes a reality among all financial services providers. 
Currently, the accessibility of data is constrained, as third-party participants must enter contracts with banks to utilise their APIs. Daniell explained that while forthcoming regulations aim to eradicate the need for these contracts, restrictions will persist for the foreseeable future. “This regulation will only apply initially at least, to the largest five banks,” he stated, emphasising that customers of other financial institutions will still need to rely on unregulated methods for data sharing.
The forthcoming Consumer and Product Data Bill is set to provide a legal framework for open finance. The Ministry of Business, Innovation, and Employment (MBIE) will oversee the drafting of the detailed regulations. These regulations will simplify the data sharing process, eliminating the requirement for consumers to disclose their login credentials to third-party applications. They are also expected to define liability terms, fees, permissible data types, and performance standards for APIs.
Many financial advisers are currently leveraging unregulated open banking procedures to enhance their services. Daniell noted that such practices lead to improved opportunities for discussions with clients. For instance, data analysis may suggest that changes in a client's income warrant a conversation about their insurance needs. He remarked, “That is the type of opportunity that would not be uncovered unless and until the client shared information at some review point with that adviser.”
Despite these advancements, Daniell highlighted the necessity for advisers to effectively utilise the raw data obtained from clients. “It needs to be assigned a homogenous set of types and categorised before it becomes useful for plugging into a UMI calculator if you're going to send that data to a bank, to understand whether you can meet the various thresholds of a particular lender,” he said. He further indicated that advisers in New Zealand are actively seeking better solutions to process this data, indicating a demand for improved tools and resources in the industry.
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