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Canada Undergoes Review Of The Deposit Insurance Framework
In  the  con text  o f  a  con t i nuousl y evo l vi ng  f i nanci a l  secto r,  the  a i m  o f  the  Departm en t i s to  ensure  tha t  the  f ram ework con t i nues to  adap t  to  the
m arke tp l ace  and  tha t  the  scope  o f  the  p roducts covered  by the  f ram ework a re  adequa te l y addressed .

T he  Canad i an  Departm en t o f  Fi nance  (the  "Departm en t" ) has re l eased  a  consu l ta t i on  paper en t i t l ed  "Deposi t  Insu rance  Revi ew"  seeki ng  i npu t  on  how
to  i m prove  Canada 's cu rren t  deposi t  i nsu rance  f ram ework.  In  the  con text  o f  a  con t i nuousl y evo l vi ng  f i nanci a l  secto r,  the  a i m  o f  the  Departm en t i s to
ensure  tha t  the  f ram ework con t i nues to  adap t  to  the  m arke tp l ace  and  tha t  the  scope  o f  the  p roducts covered  by the  f ram ework a re  adequa te l y
addressed .

S i nce  the  2008  f i nanci a l  cri si s,  f i nanci a l  regu l a to ry re fo rm s have  been  i n t roduced  wi th  the  goa l  o f  reduci ng  the  p robab i l i ty o f  a  fu tu re  f i nanci a l  cri si s.
T he  Departm en t has em phasi zed  tha t  deposi t  i nsu rance  i s an  i m portan t  e l em en t o f  the  f i nanci a l  sa fe ty ne t  — i t  p rom otes f i nanci a l  stab i l i ty and
con tri bu tes to  m a i n ta i n i ng  pub l i c con f i dence  i n  the  f i nanci a l  system . T he  consu l ta t i on  paper has been  re l eased  pu rsuan t  to  the  federa l  governm ent 's
Budge t  2014  wh i ch  announced  the  revi ew to  ensure  con t i nued  p ro tect i on  o f  Canad i ans' savi ngs.

T he  fo l l owi ng  th ree  co re  po l i cy ob j ect i ves gu i de  the  revi ew:

1.  Pro tect i ng  deposi to rs:  the  deposi t  i nsu rance  f ram ework shou l d  p ro tect  deposi to rs by ensuri ng  tha t  i t  p rovi des an  adequa te  scope  and  l eve l  o f
coverage .

2.  Support i ng  f i nanci a l  stab i l i ty:  the  deposi t  i nsu rance  f ram ework shou l d  con tri bu te  to  the  stab i l i ty o f  the  f i nanci a l  system  i n  Canada  and  act  as a
d i si ncen t i ve  fo r bank runs to  deve l op .

3.  Prom ot i ng  e ff i ci en t  and  com pet i t i ve  f i nanci a l  se rvi ces:  the  deposi t  i nsu rance  f ram ework shou l d  encourage  m arke t  d i sci p l i ne  and  shou l d  no t  act  as
an  i m ped i m en t to  com pet i t i on .

Current Framework

Canada 's deposi t  i nsu rance  coverage  f ram ework i s adm i n i ste red  by the  Canada  Deposi t  Insu rance  Corpora t i on  ("CDIC" ) and  consi sts o f  th ree  m a i n
e l em en ts:  the  coverage  l i m i t ,  the  coverage  ca tegori es,  and  the  scope  o f  e l i g i b l e  deposi ts.  Investm en t p roducts tha t  do  no t  const i tu te  "e l i g i b l e  deposi ts"
wi th i n  the  coverage  ca tegori es a re  no t  cove red  by CDIC.

Looking Forward

T he  Departm en t no tes tha t  deposi ts i n  Canada  have  been  stead i l y i ncreasi ng  ove r t i m e .  As o f  Apri l  30 ,  2016 ,  to ta l  deposi t  l i ab i l i t i es he l d  a t  CDIC
m em bers to ta l ed  $2 .72  t ri l l i on ,  wh i ch  i s a  51% i ncrease  si nce  2011 .  Approxi m a te l y 97% o f  a l l  e l i g i b l e  deposi t  accoun ts a re  fu l l y cove red  under the
curren t  f ram ework.  In  te rm s o f  to ta l  do l l a rs deposi ted ,  27% o f  the  to ta l  va l ue  o f  deposi ts he l d  by CDIC m em ber i nst i tu t i ons i s cove red .  T he  Departm en t
has sta ted  tha t  i ts f i nd i ngs suggest  tha t  deposi t  i nsu rance  coverage  i s l a rge l y funct i on i ng  we l l  and  m ee t i ng  i ts p ri m ary ob j ect i ve ,  tha t  m a j o r changes to
the  f ram ework a re  no t  requ i red  and  tha t  the  cu rren t  deposi t  i nsu rance  l i m i t  o f  $100 ,000  rem a i ns appropri a te .  Desp i te  th i s,  the  Departm en t be l i eves
the re  a re  a reas o f  i m provem ent wh i ch  m eri t  fu rthe r d i scussi on .

Review and Submission Process

T he  Departm en t has i den t i f i ed  a  few a reas o f  po ten t i a l  i m provem ent to  the  f ram ework.  In  th i s connect i on ,  the  Departm en t has posed  a  num ber o f
quest i ons fa l l i ng  under th ree  b road  ca tegori es fo r stakeho l de rs to  consi de r i n  the i r subm i ssi ons:

Stream l i n i ng  deposi t  ca tegori es

1.  Shou l d  the  m ortgage  tax accoun t  be  rem oved  as a  deposi t  ca tegory?

2.  Shou l d  Reg i ste red  Educa t i on  Savi ngs P l ans (RESPs) and  Reg i ste red  Di sab i l i ty Savi ngs P l ans (RDSPs) be  added  as new deposi t  ca tegori es o r
shou l d  a l l  reg i ste red  p roducts be  am a l gam ated  i n to  one  deposi t  ca tegory?

Upda t i ng  the  scope  o f  e l i g i b l e  deposi ts

1.  Shou l d  t rave l l e rs'  cheques be  rem oved  as e l i g i b l e  deposi ts?

2.  Shou l d  deposi t  i nsu rance  coverage  be  extended  to  te rm  deposi ts wi th  te rm s o f  m a tu ri ty g rea te r than  f i ve  years?  Shou l d  the re  be  a  m axi m um  te rm ?

3. Shou l d  fo re i gn  cu rrency be  i ncl uded  as an  e l i g i b l e  deposi t?  Shou l d  on l y ce rta i n  fo re i gn  cu rrenci es be  i nsu red?  I f  so ,  wh i ch  cu rrenci es shou l d  be
covered  and  why?

4.  Shou l d  deposi t  i nsu rance  coverage  be  extended  to  i ncl ude  tem pora ry h i gh  ba l ances?  I f  so ,  wh i ch  t ransact i ons shou l d  be  covered?  How wou l d
these  t ransact i ons be  i den t i f i ed?  What wou l d  be  the  appropri a te  de f i n i t i on  o f  “tem pora ry”?

Addressi ng  the  com p l exi ty o f  t rust  deposi ts

1.  How can  the  qua l i ty o f  bene f i ci a ry i n fo rm at i on  be  i m proved?



2.  How shou l d  b roke red  deposi ts be  t rea ted  under the  deposi t  i nsu rance  f ram ework?

3.  Are  bene f i ci a ri es aware  o f  the  consequences o f  the i r b roke r no t  p rovi d i ng  bene f i ci a ry i n fo rm at i on?

4.  Are  the  report i ng  and  reco rd  keep i ng  requ i rem en ts fo r p ro fessi ona l  t rusts cl ea r?

Stakeho l de rs a re  i nvi ted  to  subm i t  wri t ten  com m ents by Novem ber 30 ,  2016.

We a re  and  wi l l  be  worki ng  wi th  a  num ber o f  cl i en ts i n  revi ewi ng  the  consu l ta t i on  paper and  m aki ng  subm i ssi ons.  We wou l d  be  p l eased  to  assi st  you  i n
m aki ng  a  subm i ssi on .  P l ease  do  no t  hesi ta te  to  ca l l  o r wri te  any o f  the  au tho rs i n  th i s connect i on .
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