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The Canadian FinTech Sector Has The Potential To Be a World Leader
T he  Fi nTech  secto r i n  Canada  has seen  si gn i f i can t  g rowth  i n  recen t  yea rs and  has the  po ten t i a l  to  g row fu rthe r as co l l abo ra t i ons be tween  Fi nTechs and
regu l a ted  f i nanci a l  i nst i tu t i ons con t i nue ,  new and  i m proved  regu l a t i ons a re  adop ted ,  and  a  g rowi ng  num ber o f  young  tech  supersta rs focus the i r
energ i es on  deve l op i ng  techno l ogy app l i ca t i ons fo r f i nanci a l  se rvi ces i n  Canada  and  the  worl d .

Canada  i s hom e to  a  num ber o f  f i nanci a l  hubs,  i ncl ud i ng  Toron to  wh i ch  i s consi de red  a  l ead i ng  i n te rna t i ona l  hub .  I t  a l so  has som e o f  the  worl d ’s top
techno l og i ca l  ta l en t  and  the  Governm ent o f  Canada  has taken  steps to  faci l i ta te  the  re l oca t i on  o f  i n te rna t i ona l  ta l en t  to  Canada .  Canad i ans have  l ong
been  ea rl y and  en thusi ast i c adop te rs o f  new f i nanci a l -se rvi ces techno l ogy.  From  the  f i rst  au tom ated  te l l e rs to  m ob i l e  paym ent system s, we  have  a l ways
em braced  i nnova t i ve  ways to  bank and  i nvest .

Canad i an  f i nanci a l  i nst i tu t i ons have  so  fa r we l com ed i nnova t i ve  techno l og i es and  have  co l l abo ra ted  wi th  Fi nTech  f i rm s to  i m prove  e ff i ci enci es and
product  o ffe ri ngs.

Accord i ng  to  a  PwC 2017  Gl oba l  Fi nTech  Report ,  the  num ber o f  f i nanci a l  i nst i tu t i on -Fi nTech  pa rtne rsh i ps i n  Canada  i s m uch  h i gher than  i n  m ost  o the r
coun tri es.  62  pe r cen t  o f  Canad i an  f i nanci a l  i nst i tu t i ons decl a red  they a re  act i ve l y i nvo l ved  i n  pa rtne rsh i ps wi th  Fi nTechs and  88  pe r cen t  sa i d  they
wou l d  i ncrease  pa rtne rsh i ps go i ng  fo rward .  

Wh i l e  the  Fi nTech  Adop t i on  Index found  tha t  Canada  l ags beh i nd  the  g l oba l  ave rage  Fi nTech  adop t i on  ra te  o f  33  pe rcen t  a  recen t  report  o f  the  Gl oba l
Ri sk Inst i tu te  i n  Fi nanci a l  Se rvi ces t i t l ed  An  Overvi ew o f  Fi n tech  i n  Canada found  tha t  adop t i on  o f  Fi nTech  i n  Canada  has reached  the  Earl y M a j o ri ty
Adop t i on  phase  and  i s expected  to  con t i nue  to  g row.

"Adoption of FinTech in Canada has reached the Early Majority Adoption phase and is
expected to continue to grow."

How Do Maximize Our Competit ive Advantage?

In  som e respects,  Fi nTech  has been  a round  l onger than  m ost  peop l e  rea l i ze .  Fo r decades,  Canada ’s b i g  banks have  used  techno l ogy to  acce l e ra te
workf l ows,  reduce  costs and  i m prove  the  custom er experi ence .

What ’s new i s the  speed  a t  wh i ch  g round-b reaki ng  techno l og i es a re  com i ng  on l i ne .  M ach i ne  l ea rn i ng ,  a rt i f i ci a l  i n te l l i gence ,  b i g  da ta  — they’re
reshap i ng  an  en t i re  i ndustry.  I f  we ’re  to  ach i eve  ou t  fu l l  po ten t i a l ,  we  need  to  take  a  num ber o f  steps.

To  beg i n  wi th ,  we  need  to  ensure  tha t  access to  p ri va te  cap i ta l  and  ou r pub l i c m arke ts a re  su ff i ci en t l y robust  enough  to  support  the  deve l opm ent o f
Canad i an  com pan i es th roughou t  the  deve l opm ent cycl e .  I t  i s no t  enough  to  fund  successfu l l y the  ea rl y stage  deve l opm ent o f  Fi nTechs.  We need  to  be
sure  tha t  they have  su ff i ci en t  access to  cap i ta l  to  g row i n to  g l oba l  en te rp ri ses where  the i r m i nd  and  m anagem ent rem a i ns i n  Canada .   Governm ents i n
Canada  have  an  i m portan t  ro l e  i n  crea t i ng  a  po l i cy envi ronm ent tha t  faci l i ta tes cap i ta l  fo rm at i on  fo r Fi nTechs,  i ncl ud i ng  f rom  i nd i vi dua l  i nvesto rs,  and
i nst i tu t i ona l  i nvesto rs,  i ncl ud i ng  pensi on  funds.

In  add i t i on ,  the re  i s no  doub t  tha t  m any o f  the  federa l ,  p rovi nci a l  and  te rri to ri a l  regu l a to ry reg i m es tha t  touch  Fi nTech  ecosystem s can  be
i m proved .  We need  to  be  su re  tha t  regu l a t i ons tha t  were  desi gned  fo r an  ea rl i e r t i m e  a re  appropri a te  fo r an  i ncreasi ng l y d i g i ta l  econom y. I t  i s
i m portan t  to  no te  tha t  Governm ents a re  act i ve l y worki ng  on  regu l a to ry re fo rm  p ro j ects,  i ncl ud i ng  re fo rm  o f  fede ra l  f i nanci a l  i nst i tu t i on  and  paym ents
l eg i sl a t i on  tha t  wi l l  faci l i ta te  act i vi ty by bo th  Fi nTechs and  f i nanci a l  i nst i tu t i ons.  In  add i t i on ,  Canad i an  securi t i es regu l a to rs a re  beg i nn i ng  to  take  steps
to  cl a ri fy the  ci rcum stances i n  wh i ch  d i g i ta l  cu rrenci es can  be  l aunched  and  deve l oped  i n  Canada ,  wi thou t  the  requ i rem en t to  com p l y wi th  securi t i es
l aws o f  genera l  app l i ca t i on .  

A l ong  wi th  an  upda te  dom est i c regu l a to ry envi ronm ent,  the  Fi nTech  secto r i n  Canada  wi l l  bene f i t  f rom  com prehensi ve  g l oba l  regu l a to ry standards.
Work i n  tha t  a rea  i s ge t t i ng  underway,  bu t  un t i l  g l oba l  standards a re  estab l i shed ,  we  wi l l  need  to  work ha rd  to  encourage  Fi nTech  deve l opers to
con t i nue  to  use  Canada  as the i r base  fo r g l oba l  expansi on  and  success.

"The FinTech brain drain
Canada’s complicated regulatory environment has already driven some innovators
and entrepreneurs outside the country. Case in point, Vitalik Buterin. This Thiel
Fellowship winner and University of Waterloo dropout is the inventor Ethereum, the
blockchain-based operating system and distributed computing platform. Since its
invention in 2014, Ethereum has become the foundational software for many FinTech
applications. On the surface, this is a true made-in-Canada success story. But the
Ethereum team soon shifted operations to Switzerland to take advantage of that
country’s friendlier regulatory environment."

Reasons for Optimism

Wi th  the  ri gh t  l eadersh i p ,  Canada  can  be  a t  the  fo re fron t  o f  the  new Fi nTech  econom y. T h i s coun try i s hom e to  b ri l l i an t  techno l ogy deve l opers who  a re
crea t i ng  gam e-chang i ng  f i nanci a l -se rvi ces p roducts fo r a  g l oba l  m arke t .

Canad i ans have  l ong  exce l l ed  i n  the  com m erci a l i zi ng  the  ri sky resource  secto r.  We have  eve ry reason  to  be l i eve  tha t  a  si m i l a r a t t i tude  toward
extract i ng  the  opportun i t i es o ffe red  i n  the  em erg i ng  Fi nTech  space  wi l l  becom e an  eve r i ncreasi ng  rea l i ty i n  Canada .  

"With the right leadership, Canada can be at the forefront of the new FinTech
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economy."
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