



Executive Summary
This report discusses several challenges in which the ANZ home lending portfolio faces across both micro-economic and macro-economic conditions.
The micro-economic conditions explored are:
· Supply, Demand and Equilibrium with challenges experienced within a competitive market and inelastic products via the Porter’s five forces analysis model;
· The Production and Cost of Production Theories with challenges relating to limited resourcing to raise capital and simplification of complex systems and processes utilising the SWOT and TOWS analysis models; and
· International Trade and New Trade Theory with challenges experienced by way of financial risk management, whilst exploring the benefits products such as the letter of credit facility provides to international businesses to form an agreement in which trade is promoted.
The macro-economic conditions explored are:
· Economic growth, the challenge ANZ experienced as a result of the Royal Commission in the Banking, Superannuation and Financial Services Industry; and
· Unemployment challenges ANZ face resulting in the introduction and use of artificial intelligence via the PESTEL analysis model.  It also provides understanding of ANZ’s use in order to enhance customer experience by shortening the product delivery time to market.
Furthermore, the report provides insight as to how these macro-economic factors impact Australia with the use of data collected from the Central Intelligence Agency and recommendations ANZ can take to support economic growth and reduce the unemployment rate.
Lastly, the report discusses a challenge identified by the International Monetary Fund within the World Economic Outlook report, relating to the long-term trend to greater inequality of jobs within the manufacturing industry transitioning to the service industry.  Moreover, the report discusses the relevance and implications this challenge has to ANZ and the Australian economy.  In addition, to the relevance and implications to ANZ, this section of the report discusses the importance of the manufacturing industry and the benefits it creates to support Australia’s growth in GDP and strengthening trade negotiations.
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1. [bookmark: _Toc9726243]Introduction
1.1 [bookmark: _Toc9726244]Purpose
The purpose of this report is to critically assess the micro and macro-economic conditions in which the ANZ Banking Group (ANZ) operates, relating to the domestic home lending portfolio.  The report will also recommend future organisational decisions and developments providing an outlook for ANZ.
Furthermore, the report will demonstrate the relevance and implications of the challenge that ANZ faces from a global economic perspective, relating to the long-term trend to greater inequality within developed countries as identified by the International Monetary Fund (IMF) in the World Economic Outlook report.
1.2 [bookmark: _Toc9726245]Background
A recent study on the value of lending commitments (Australian Bureau of Statistics, 2019) to households fell 3.7%.  From a trend perspective, lending commitments for owner occupier dwellings fell 0.9% and investment dwellings fell 2.1% in March 2019.  Therefore, ANZ have an interest to understand the reasons under pinning these statistics and the implications they have on home lending portfolio.
1.3 [bookmark: _Toc9726246]Method of Analysis
Models such as PESTEL, Porter’s five forces, SWOT and TOWS are used throughout the report to conduct in depth analysis of the challenges ANZ face.  References were also made to various government publications, journals and articles.
1.4 [bookmark: _Toc9726247]Scope
As a result of analytical tools and models used, the report investigates several possible reasons for these challenges including; the competitive natures within the current environment, political influences, societal influences against both micro and macro-economic performance indicators.
2. [bookmark: _Toc9726248]Micro Economic Conditions
Micro-economics is the study of firms, households and individuals’ behaviours affected by decision making and resourcing due to various factors.  As a result of decisions made by households and firms, impacts to concepts such as; supply, demand and equilibrium and the production and cost of production theories are evaluated.  Furthermore, international trade and new trade theories are critically evaluated from a micro-economic perspective.
The micro-economic concepts and the challenges on ANZ’s domestic home loan portfolio are evaluated per the below.
2.1 [bookmark: _Toc9726249]Supply, Demand and Equilibrium
Consumers and producers ultimately define a competitive market to discover the supply and demand equilibrium.  As Agarwal notes:
The result of the interaction between consumers and producers in a competitive market determines Supply and Demand equilibrium, price and quantity.  Market forces tend to drop the price if the quantity supplied exceeds quantity demanded and prices rise if quantity demanded exceeds quantity supplied.  This movement continues until there are no more changes, and quantity demanded equals quantity supplied.  Resulting ins market equilibrium (Agarwal, 2019).
It is also important to note that different products have various measures of product elasticity.  In other words, a product is elastic where quantity demanded is greatly affected by price movements.  Alternatively, product inelasticity is referred to as a product where quantity demanded will barely change as a result of price movements.
2.1.1 [bookmark: _Toc9726250]What are the challenges
With respect to the home lending portfolio and home loan products, the Porter’s five forces model is used to define the challenges in which ANZ face on the domestic home lending market.  Porter (2008, p.27) illustrates, the five forces as:
Rivalry among existing competitors
The Commonwealth Bank of Australia, the National Australia Bank and the Westpac Banking Corporation are the three main large Australian banks offering the same products and services as ANZ.
Bargaining power of suppliers
In the case of home lending within the banking industry, the suppliers are defined as investors.  Investors will seek to obtain the highest credit interest rate to maximise their return on investment.
Bargaining power of buyers
Similarly, to the investor bargaining power, buyers seek to bargain in order to obtain the lowest interest rate on their home loan.
Threat of new entrants
New Financial Technology companies who offer home loan products on online financial services platforms are a major threat to the major banks within Australia.  These new entrants may or may not be regulated and do not have the traditional overheads of a banking branch and large operations team as most of their services are all online.  Allowing for similar if not the same home loan products to be offered at a cheaper rate.
Threat of substitute products or services
Substitute products have a minimal within the financial services industry when specifically looking at home lending.
In summary the key challenges that ANZ face are:
· Bargaining power between investors and consumers which in turn compresses the interest margin difference between credit interest and debit interest rates; and
· The threat of new online financial technology companies who can offer same or similar products at a much cheaper rate.
2.1.2 [bookmark: _Toc9726251]Why do we face these challenges?
There are two main reasons as to why these challenges are apparent.
The first reason is as a result of low interest rates relating to home loan products.  Interest rates are determined by a variety of factors which generally include; inflation, level of economic growth, the Federal Reserve Monetary Policy, the Bond Market and housing market conditions.
The second reason is technology has made it easier than ever before to enter the already competitive market of home lending.  With off the shelf products providing secure lending and payment platforms, allows an entrepreneurial business to start up, raise capital and lend to consumers at lower rates compared to those advertised by ANZ.  Furthermore, financial technology companies in Australia are not required to be a regulated financial services entity to conduct business.  Therefore, the lesser regulatory activity equates to lesser overheads creating the environment to offer cheaper services.
2.1.3 [bookmark: _Toc9726252]How do we handle the challenges?
To ensure the bank remains profitable and to handle market conditions relating to interest rates, interest earning products will have a credit interest rate lower than nominal debit interest home loan products.  Furthermore, to incentivise investors to invest in interest earning products, relevant interest rates are to be as high as they can be taking into consideration the above-mentioned factors in section 2.1.2.
With respect to the Financial Technology companies, ANZ may develop a business strategy to partner with certain businesses in order to manage new entrants entering the market and benefit from market share growth.
2.1.4 [bookmark: _Toc9726253]When do we tackle the challenges?
It is imperative that ANZ act quickly and consistently to manage these challenges on an ongoing basis.  From the basis of managing interest rate movements, ANZ is dependent on factors such as investor appetite and the cash rate decided by the Reserve Bank of Australia each month.
With respect to devising a strategy to partner with new entrants, this will be based on ensuring there is a benefit for both ANZ and the new entrant financial technology company.  Again, this work is ongoing and ANZ would benefit from immediately engaging with these companies.
2.1.5 [bookmark: _Toc9726254]Who is impacted by the challenges?
The main parties impacted by these challenges are; ANZ themselves who face dealing with these challenges, investors who are seeking to deposit their funds in an interest earning product, consumers who seek to borrow funds for the purpose of purchasing a house and new entrant financial technology companies who have sought to run a successful business within a competitive where large corporations exist.  The Department of Treasury (2016) mentioned Financial Technology companies create a positive disruption to the Australian economy, as all organisations are forced to provide new and improved products and services to consumers, which is a benefit to the economy.
2.1.6 [bookmark: _Toc9726255]Where do the challenges exist?
Both micro and macro-economic views are to be considered to provide appropriate information.  Consumers who seek to borrow funds to purchase domestic property and new online financial technology entrants who seek to extend finance to consumers are derived within the micro-economic environment.  It can also be argued that investors a derived from both micro-economic and macro-economic environments as both local and international investors are eligible to invest in Australian banks such as ANZ where international government policies permit.
2.1.7 [bookmark: _Toc9726256]What is the opportunity cost of dealing with the challenges?
As the Porter’s five forces analysis demonstrated the competitive forces within the financial services industry, it also assisted in formulating a business strategy that allows ANZ to remain competitive and furthermore grow in market share.  However, it is also noted that these strategies may need to take place at the cost of not being able to extend credit to consumers at a higher risk of default.
2.2 [bookmark: _Toc9726257]Production and Cost of Production Theories
The theory of production explains the principles in which a business decides how much of a product that it sells.  Whereas, the cost of production theory focuses on both fixed and variable costs of producing a product.  Consistent with both these theories, Salim (2008) notes that “all producers are not equally efficient in production, because access to information, structural rigidities and time lags to learn technology, differential incentive systems and organizational factors all affect firms’ ability in production.”
2.2.1 [bookmark: _Toc9726258]What is the challenge
To clearly define what the challenge is that ANZ faces regarding production and cost of production theories, a SWOT and TOWS analysis is performed.
	Strengths
· Established systems, tools and processes to deliver home loan products securely, safely and ethically in a seamless manner to consumers.
· Extensive experience and knowledge to assist a variety of consumers with their personal home loan matters that are fit for purpose.
· As a well-established large organisation, access to significant capital available and flexibility to negotiate.
	Weaknesses
· As a large organisation, maintaining employee engagement and satisfaction across the board is difficult.
· Continuous development and upskilling of staff across a large portfolio are difficult to manage.
· Due to the large number of people within a large organisation, staff retention is difficult to manage, causing issues with knowledge management across the portfolio.

	Opportunities
· ANZ is a well-established brand that is ranked number 39 in the world with a brand value of AUD$6.8 billion.
· As a bank with longevity and a strong financial position, it is well known with both local and international investors.
· Pre-existing clients on the book with a strong market share within the home lending portfolio.

	Threats
· Smaller, entrepreneurial online financial technology businesses arising, mainly unregulated, with lesser overheads, offering the same or similar products at a cheaper price.
· As a result of housing market movements, market risk is heightened given ANZ’s capacity to lend to many consumers.  A downturn in the market could dramatically affect the home lending business.

	
	

	


TOWS
Strategic options based on SWOT analysis
	Weaknesses:
· Mass staff engagement.
· Developing and upskilling of staff across a portfolio.
· Staff and knowledge retention.
	Strengths:
· Well established organisation.
· Ability to deliver financial needs safely, securely and smoothly.
· Extensive experience.

	Opportunities:
· Strong market brand
· Strong investor connections
· Good market share
	· Invest in staff to promote both engagement and development opportunities.
	· Offer campaigns targeted at first home buyers and investors.
· Offer incentives to investors to create capital to lend.

	Threats:
· Emerging financial technology firms
· Market risk downward trends
	· Reorganise portfolio to operate as a start-up business attracting innovative employees
	· Compete with emerging financial technology rates.



The challenge that ANZ faces with respect to the production theory setting aside market share is the limited capital required to raise in order to lend funds to borrowers.  In addition, the analysis performed overlayed on the cost of production theory identifies the cost of resourcing and upskilling many people is taken into consideration.
2.2.2 [bookmark: _Toc9726259]Why do we face these challenges?
ANZ faces these challenges due to a couple of reasons.  The first relating to limited resourcing to raise capital.  Furthermore, as a large organisation with complex systems and processes, activities are heavily focused on human interaction, requiring employees to conduct processing.
2.2.3 [bookmark: _Toc9726260]How do we handle the challenges?
To reduce the cost of production, ANZ will need to focus on simplifying systems and processes.  In addition to simplification, automation solutions can be embedded allowing for quicker processing whilst mitigating the risk of human error as a result of multiple hand overs between teams within a process.  Given, the reduction in cost, this will allow for capital to be released in order to lend to a greater number of consumers within the market.
2.2.4 [bookmark: _Toc9726261]When do we tackle the challenges?
A thorough strategy is required to be developed in order to simply and re-engineer processes prior to automating a part of the process.  As the challenges are faced daily, proceeding to overcome them as soon as possible is recommended.
2.2.5 [bookmark: _Toc9726262]Who is impacted by the challenges?
As a result of ANZ addressing the challenge it faces, some ANZ employees will be impacted, requiring staff to be redirected to customer facing roles if required.  In addition to ANZ, consumers are negatively impacted with the current state.  With the view of enhancing customer experience when transitioning to future state, the model will positively impact consumers.
2.2.6 [bookmark: _Toc9726263]Where do the challenges exist?
These challenges pre-dominantly exist within the micro-economic environment.  However, learnings may be applied across the ANZ Group when looking at similar processes from an international and offshore perspective.
2.2.7 [bookmark: _Toc9726264]What is the opportunity cost of dealing with the challenges?
As a result of focusing on resolving these challenges, the cost expended to simplify, automate and migrate may potentially tie up some capital raised in the short term which could slow down on lending to new to bank consumers.
2.3 [bookmark: _Toc9726265]International Trade and New Trade Theories
In simple terms, International Trade is defined as the exchange of goods and services between two foreign or international countries.  As a result of this exchange, economists over time have developed theories and models to help determine the implications of global events and decisions have to a country’s economy, and subsequently follow on affects to the global economy.
2.3.1 [bookmark: _Toc9726266]What is the challenge
Banks play an important role within the international trade business, given the trade finance and insurance products that are provided to assist corporations in conducting their business in a fair and safe manner.  A challenge that ANZ faces within the international trade business is the financial risk management component of an exchange between the exporter and importer via a product offering known as the ‘Letter of Credit’ facility.  The risk carried is of a variable weighting as global events and international government policies can cause havoc amongst international businesses.
2.3.2 [bookmark: _Toc9726267]Why do we face this challenge?
ANZ faces this challenge as a result of the time differences between the payment method and shipping method of a good or service, as ownership of the product and associated risk is most risky whilst in transit.  In simple terms, there are a couple of methods as to which a deal and payment agreement can be structured, whereby transferring ownership of the risk between either party is possible.  For example:
· An importer can purchase a product and pay for it in full in advance.  However, the importer carries the risk if the exporter defaults from the time of purchase; or
· An importer can order a product and pay upon delivery.  In this instance, the exporter owns the risk, as the importer may default from the time of purchase and hence, the exporter may never receive their monies.
Furthermore, the implications of government policies such as tariffs and duties payable to the United States where Australian organisations sell to Americans increases the risk of doing businesses and transferring of monies.  The Australian Trade and Investment Commission comment “all goods that enter the USA are categorised according to the Harmonised Tariff Schedule and classification determines how much duty will be collected.”
As a financially stable large Bank, ANZ provides financial products to assist in mitigating the risk for both the exporter and importer, by taking ownership of the risk themselves and hence faces the challenge of managing the deal to prevent financial loss.
2.3.3 [bookmark: _Toc9726268]How do we handle the challenge?
ANZ handles the challenge in several ways, however the most appropriate mechanism is as a result of in-built risk management processes which protect the bank when doing business.  This ensures customers are offered the right product and the right time, taking all market conditions in consideration.  By offering a product such as the Letter of Credit in today’s market takes the risk of money transfer out of the deal for both the exporter and importer.  For example, when the exporter receives an order from the importer with a payment agreement of pay in full upon delivery, the exporter can engage their bank to assist with removing the risk of not being paid by the importer.  This is managed via a bank product known as the letter of credit, whereby the exporter can request the letter of credit when the order is fulfilled, guaranteeing payment and the importer enters a contract promising payment to the bank when the order has been delivered.  Niepmann and Schmidt-Eisenlohr (2013, p.9) notes if a bank confirms or issues a letter of credit, they essentially pay the exporter before obtaining the payment from the importer.  Thus, the bank runs the risk that the importer defaults.
Therefore, it is important to reiterate that banks have an important role within the international trade business and global economy.  They promote international business deals and offer a service and a means of the deal to progress all whilst localising and mitigating the risk for both the exporter and importer.
2.3.4 [bookmark: _Toc9726269]When do we tackle the challenge?
As ANZ offer products such as the letter of credit to customers, the bank has the responsibility of providing accurate advice based on current market conditions and customer unique business proposition.  Therefore, the challenge is to be addressed immediately and to be monitored on an ongoing basis unique for each customer.
2.3.5 [bookmark: _Toc9726270]Who is impacted by the challenge?
The challenge that presents itself has impacts to the exporter, the importer and ANZ.  The challenge described throughout section two of the report can be derived from several factors.  However, the parties impacted by the challenge remain consistent as the risk is shared between ANZ, the exporter and importer with various weightings dependant on the formulated agreement.
2.3.6 [bookmark: _Toc9726271]Where does the challenge exist?
In this instance and for the purpose of ANZ, the challenge is localised within Australia on two out of the three cases.  Where ANZ and the exporter have ownership of the risk, this defaults locally to the exporter and ANZ.  However, in the instance the risk is owned by the importer, the challenge is foreign to Australia, however ANZ has the responsibility of ensuring that the most appropriate product and service is provided when concocting an agreement.
2.3.7 [bookmark: _Toc9726272]What is the opportunity cost of dealing with the challenge?
Where ANZ agrees to take ownership of the risk relating to the international transaction, this would entail ANZ to transfer monies to the exporter and for a period of time waiting on the importer to receive the product and pay ANZ the monies owed for the purchase.  Within this period, ANZ would have a reduced amount of capital to be able to invest or lend to others.  This would also directly impact the home lending portfolio as mentioned in section 2.1 and 2.2.
3. [bookmark: _Toc9726273]Macro-Economic Conditions
Macro-economics is the study of the economy with the emphasis on a larger and broader scale when compared to micro-economics.  It brings together the different sectors of the economy and then relates them to one another in order to develop an understanding of a country’s performance.  Macro-economic models are used by a variety of entities in order to construct economic policy and define business strategy in both local and global markets.
Macroeconomic models are used by various entities, be it governments and businesses to assist in producing and evaluating economic policy and to set strategy in both domestic and global markets.
3.1 [bookmark: _Toc9726274]Economic Growth
3.1.1 [bookmark: _Toc9726275]What is the challenge
In general, Banks play a major role towards the trend of economic growth or downturn.  Within the home lending portfolio, banks lend monies to people interested in purchasing a property, which in turn has flow on affects to the nation’s economic growth.  Such as, supporting and developing jobs within the construction industry, the more housing required to be developed further from the Central Business District will mean public transport or vehicles will be required and so on.  The challenge that ANZ faces is having to reject a greater number of home loan applications as a result of strict lending regulation changes.
3.1.2 [bookmark: _Toc9726276]Why do we face this challenge?
ANZ faces this challenge as a result of the Royal Commission in the Banking, Superannuation and Financial Services Industry, which in turn regulators such as ASIC and APRA have requested banks to tighten lending criteria.  Although a positive step in the industry to protect customers, Caporale et al (2016) comments on the correlation between local banks such as ANZ and economic growth with “empirical findings have confirmed that finance and banking activities play a significant role for economic growth, and specifically that a more developed financial sector and higher accessibility to banking services are associated with stronger economic growth”.
3.1.3 [bookmark: _Toc9726277]How do we handle the challenge?
ANZ can tackle the challenge by working with the commissioner of the Royal Commission, the Australian government and Regulators to develop strategies to overcome issues.  Furthermore, by publicly acknowledging and communicating work in progress and to be prioritised, will provide the community with the messaging they require to hear to rebuild trust and faith within the banking and finance industry.
3.1.4 [bookmark: _Toc9726278]When do we tackle the challenge?
According to data recorded by the Central Intelligence Agency, Australian GDP between 2015 and 2017 as seen a slow and steady increase year on year.  For example, GDP in 2015 recorded a 2.5% growth, 2016 recorded a 2.6% growth and 2017 recorded a 2.2% growth.  Apart from significant exports of natural resources, energy and food to countries such as China slowing, the Royal Commission in the Banking, Superannuation and Financial Services Industry also caused a slowdown in the rate of growth.  Therefore, it is imperative that ANZ acts fast to assist and continuously adapts and develops to drive growth and support international businesses.
3.1.5 [bookmark: _Toc9726279]Who is impacted by the challenge and where are they located?
Those parties who are largely impacted by this challenge are; ANZ, their customers and investors both locally and internationally and the wider community whereby flow on affects arise.  To name a few as noted above, the building and construction industry, the public transport service industry, the utilities industry and the everyday person relying on these businesses to live comfortably.
3.1.6 [bookmark: _Toc9726280]What is the opportunity cost of dealing with the challenge?
In the short term, whilst ANZ are working through remediation activities across the home lending portfolio and others, to refund monies owed to customers, ANZ are not able to grow its business in line with previous years.  However, it provides ANZ with the opportunity to revisit who they bank with and do business within order to reduce the risk to the bank.  Kadib (2019) writes in the mortgage business article, The ANZ CEO Shayne Elliot appeared before the House of Representatives’ standing committee on economics on Wednesday 27 March 2019.  Whereby, he stated that as you undertake remediation activities, you agree to sell, shut and shrink businesses as it exposes problems and risks that we might not have otherwise been aware of.
3.2 [bookmark: _Toc9726281]Unemployment
3.2.1 [bookmark: _Toc9726282]What is the challenge
A PESTEL analysis is conducted below to assist in identifying ANZ’s main challenge contributing to unemployment.
Political factors
· Royal Commission in the Banking, Superannuation and Financial Services Industry
Economic Factors
· Skills such as data analytics, data science and technical development required by ANZ outweighs soft skills that most customer service employees have.
Social Factors
· Financial hardship may potential increase as a result of unemployment.
Technological Factors
· Artificial Intelligence and Automation
Environmental Factors
· Higher unemployment may result in lesser focus on environmental strategy and a greater focus on highly profitable business sectors within ANZ.
Legal Factors
· Royal Commission in the Banking, Superannuation and Financial Services Industry
The PESTEL analysis identifies that ANZ not only faces the challenge of unemployment but also contributes to the unemployment rate.
3.2.2 [bookmark: _Toc9726283]Why do we face this challenge?
ANZ faces this challenge due to increasing demand of providing an enhanced customer experience using artificial intelligence.  The use of artificial intelligence results in a lesser number of employees required to complete process related activities.  This also raises a concern of requiring a greater number of employees to obtain specific skillsets which are lacking in today’s economic environment.
3.2.3 [bookmark: _Toc9726284]How do we handle the challenge?
Although the Central Intelligence Agency have noted that Australia’s unemployment rate down from 5.7% in 2016 to 5.6% in 2017, it is also important to note that 75.3% of the unemployment rate is made up of people from the service industry.  For ANZ, this means rather than making people redundant as a result of artificial intelligence taking over a heavily process driven activity, these staff can be repointed to positions whereby customer facing activities are required.  Positions that artificial intelligence will not explore for some time to come.
3.2.4 [bookmark: _Toc9726285]When do we tackle the challenge?
Given the challenge is one that has been faced for several years now and pressure to deliver on these challenges in continuously increasing, ANZ is to tackle the challenge now.  However, it is important to foresee past the immediate timeframe and look forward to the direction the business is planning to take in years to come.  This will enable ANZ to better prepare themselves for their strategy and employ the right people to work through delivering the strategy ahead of its competitors.
3.2.5 [bookmark: _Toc9726286]Who is impacted by the challenge?
The challenge of unemployment has an impact not only to ANZ and those employees made redundant, however to all of Australia given the domino effect.  For example, those people made redundant will ultimately have less disposable income for a period, hence not stimulating the economy through purchases of small businesses.  Also, the potential cause of financial distress as an adverse impact to ANZ in this instance.
3.2.6 [bookmark: _Toc9726287]What is the opportunity cost of dealing with the challenge?
As a result of attempting to enhance customer experience via the means of artificial intelligence, the unemployment rate increases as less staff are required for processing roles.  The opportunity cost is utilising the knowledge learnt over a period and placing staff in suitable roles sufficient to gain in areas where the business is not performing as well.
4. [bookmark: _Toc9726288]Global Economic Challenge Identified by the International Monetary Fund
The International Monetary Fund presented several challenges on the global economy within their World Economic Outlook report.  Of the challenges presented, one that is prominent to ANZ is the long-term trend to greater inequality of jobs within the manufacturing industry as they transition to the service industry.  The implications of this disparity are especially apparent in developed countries.
4.1 [bookmark: _Toc9726289]What relevance and implications does the challenge impose on ANZ
The relevance and implications the manufacturing job decline in overall employment has to ANZ is of a direct impact.  The three key items relevant to ANZ are: 
1. As manufacturing promotes productivity growth for a country, the slowdown in this sector sees impacts to ANZ’s international trade business.
2. The manufacturing industry creates a source of well-paid jobs for less skilled workers.  This would provide ANZ with the opportunity to bank with a greater number of people.
3. Similarly, as the manufacturing industry lessens, this also means there is a lesser amount of businesses in which ANZ can work with within this segment.
Segarra et al (2014, p.140) adds “that significant differences were found in export orientation and process innovation in manufacturing firms that were not found in service firms”.  Therefore, it can be concluded that as a result of having a lesser amount of manufacturing firms within Australia and other developed countries, means developed countries become less focused on exports and process innovation and largely focused on servicing a nation.  Overtime, this would be a detriment to a developed nation as overall production growth will slow significantly.
More importantly, by becoming a country predominately focused on servicing allows for emerging countries to significantly grow within the manufacturing industry with the potential of overpowering some of the already developed countries.  The implication to ANZ has a couple of components attached to it.  One being, a segment within the bank will become quite small in comparison to its size today.  Secondly, as noted in section 3.2, there is also the potential of increasing the unemployment rate across the industry and hence causing concerns as discussed.
Furthermore, Ettlie and Rosenthal (2011, p.287) state product innovation and process innovation tend to be significantly associated within the manufacturing industry.  Innovation in product and process may be divergent in the service industry.  This is consistent with the implications to ANZ, as innovative products produced locally can be used to assist the service industry at a more rapid rate and lower cost.
5. [bookmark: _Toc9726290]Conclusion
The Porter’s five forces analysis introduced two key challenges that ANZ’s home lending portfolio deals with daily.  The first being, the compression of interest margin differences on ANZ as a result of bargaining power between investors and consumers.  The second challenge presented the threat that online unregulated financiers impose on ANZ as a result of product offerings at a cheaper price, given the minimal overheads to manage.  It is significantly important that ANZ continue to explore market trends to enhance customer experience using digital mechanisms such as artificial intelligence.  The speed of delivery in which ANZ can reach tangible customer benefits places them in a perfect condition to capitalise on an ever-growing market share.
Furthermore, the SWOT and TOWS analysis provided strategies such as product simplification and upskilling of employees to overcome production theory and cost of production theory challenges.  Addressing these components within the home lending portfolio addresses the challenges ANZ face to remain competitive in a highly scrutinised market, where the products are deemed to be inelastic.
Given the financial services industry does not physically part take in exporting a product or service internationally, it was identified that banks play a critical role in the development of international agreements between international businesses.  The banks support businesses who trade internationally, by providing products and services to facilitate agreements whereby the financial risk is managed by ANZ via letter of credit facilities, providing comfort to both the exporter and importer to proceed with their trade agreement.
In addition to the micro-economic factors and challenges explored, macro-economic challenges pertaining to economic growth and unemployment factors were discussed.  Data obtained from the Central Intelligence Agency showed that GDP growth had slowed from 2.6% in 2016 to 2.2% in 2017.  Research concluded that the two main contributing factors to the slowdown in growth were as a result of natural resourcing exports to China had slowed in addition to the introduction of the Royal Commission in the Banking, Superannuation and Financial Services Industry.  For ANZ to reinstate their position in the Financial Services Industry and help the country achieve economic growth, it is recommended that remediation activities to correct wrong doings and occur quickly and thoroughly to rebuild the trust of the community, whilst stimulating economic activities to drive growth.
Furthermore, the paper discussed the unemployment challenge ANZ faces and the impacts it has to its business and economy.  The unemployment challenge with regards to ANZ occurs as a result of the organisation seeking methods to enhance customer service matters and speed up the delivery of products to its customers.  This is being conducted through the means of artificial intelligence.  As a result of introducing artificial intelligence to complete process related activities, it results in employees being made redundant.  In which, to some extent it is these same people who are unable to find a job for a period of time, which in turn reduces disposable income and potentially creating financial hardship.  Therefore, the recommendation to overcome these challenges is to repoint these employees who have developed a wealth of knowledge to roles whereby artificial intelligence has not yet reached or unable to reach now, such as customer facing roles.
Lastly, the report discusses the inequality of job share between the manufacturing and servicing industries and the challenges Australia and ANZ face as a result.  It was found that manufacturing is a key industry in which productivity growth is sourced from.  It creates work for unskilled workers to achieve high paying jobs and in return stimulates the economy via developing innovative products and meeting banking requirements using ANZ facilities.  For that reason, strengthening the job share across the manufacturing industry allowing for innovative products to be created, sourced and used locally to assist the service industry.  It also concluded that this recommendation provides significant benefits to Australia to develop trade agreements internationally, strengthening their overall economic outlook using banking products to mitigate risk.
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