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ARTICLE

Canada Begins Process of Updating Federal Financial Institution Legislation
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  docum ent en t i t l ed  “Support i ng  a  Strong  and  Growi ng  Econom y:
Posi t i on i ng  Canada ’s Fi nanci a l  Secto r fo r the  Fu tu re ” (the  “Fi nance  Paper”).

T he  Fi nance  Paper i s be i ng  re l eased  i n  connect i on  wi th  the  upcom i ng  revi ew o f  the  federa l  f i nanci a l  secto r l eg i sl a t i ve  and  regu l a to ry f ram ework.
Sunse t  p rovi si ons i n  the  Bank Act,  the  Coopera t i ve  Cred i t  Associ a t i ons Act,  the  Insu rance  Compan i es Act and  the  Trust  and  Loan  Compan i es Act p rovi de
the  opportun i ty fo r fede ra l  po l i cym akers to  conduct  regu l a r revi ews o f  th i s f ram ework.  T hese  sunse t  p rovi si ons have  cu rren t l y been  extended  to  M arch
29 ,  2019 .  T he  Fi nance  Paper se ts ou t  the  cu rren t  l andscape ,  i den t i f i es key t rends i n f l uenci ng  fu tu re  d i rect i ons and  seeks i npu t  f rom  stakeho l de rs on
these  t rends,  re l a ted  i m p l i ca t i ons and  a reas fo r po ten t i a l  act i on .

T he  fo l l owi ng  th ree  co re  po l i cy ob j ect i ves gu i de  Canad i an  f i nanci a l  secto r po l i cy and  wi l l  p rovi de  con text  fo r the  revi ew: 

1.  stab i l i ty:  the  secto r i s sa fe ,  sound  and  resi l i en t  i n  the  face  o f  st ress;

2.  e ff i ci ency:  the  secto r p rovi des com pet i t i ve l y p ri ced  p roducts and  se rvi ces,  and  passes e ff i ci ency ga i ns to  custom ers,  accom m odates i nnova t i on ,  and
e ffect i ve l y con tri bu tes to  econom i c g rowth ;  and

3.  u t i l i ty:  the  secto r m ee ts the  f i nanci a l  needs o f  an  a rray o f  consum ers,  i ncl ud i ng  busi nesses,  i nd i vi dua l s and  fam i l i es,  and  the  i n te rests o f
consum ers a re  p ro tected .

Submission Process

T he  Departm en t i s seeki ng  i npu t  f rom  stakeho l de rs on  p ri o ri t i es fo r the  revi ew and  how to  posi t i on  the  f ram ework fo r the  fu tu re .  T he  revi ew wi l l  fo l l ow a
two-stage  p rocess.  Subm i ssi ons rece i ved  du ri ng  th i s f i rst  phase  o f  the  revi ew wi l l  i n fo rm  the  deve l opm ent o f  a  po l i cy paper se t t i ng  ou t  speci f i c p roposa l
fo r pub l i c com m ent i n  2017 .

T he  Departm en t has posed  a  num ber o f  quest i ons fo r stakeho l de rs to  consi de r i n  the i r subm i ssi ons:  

1.  Wha t a re  your vi ews on  the  t rends and  cha l l enges i den t i f i ed  i n  th i s paper?  Are  the re  o the r t rends o r cha l l enges tha t  you  expect  to  si gn i f i can t l y
i n f l uence  the  f i nanci a l  secto r go i ng  fo rward?

2.  How we l l  does the  f i nanci a l  secto r f ram ework cu rren t l y ba l ance  t rade-o ffs be tween  the  th ree  co re  po l i cy ob j ect i ves o f  stab i l i ty,  e ff i ci ency and
u t i l i ty?

3.  Are  the re  l essons tha t  cou l d  be  l ea rned  f rom  o the r j u ri sd i ct i ons to  i n fo rm  how to  address em erg i ng  t rends and  cha l l enges?

4.  Wha t act i ons cou l d  be  taken  to  st reng then  the  f i nanci a l  secto r f ram ework and  p rom ote  econom i c g rowth ,  i ncl ud i ng  wi th  respect  to  the  i den t i f i ed
them es?  How shou l d  those  act i ons be  p ri o ri t i zed?  For exam p l e :  How shou l d  the  f i nanci a l  secto r f ram ework support  i nnova t i on  and  com pet i t i on
wh i l e  m a i n ta i n i ng  stab i l i ty o f  the  system ? How can  the  f i nanci a l  secto r f ram ework best  p rom ote  com pet i t i on ,  i ncl ud i ng  by encourag i ng  new
en tran ts and  foste ri ng  the  g rowth  o f  sm a l l  en t i t i es and  o the r p l aye rs?  How can  the  bene f i ts o f  an  i n te rna t i ona l i zi ng  f i nanci a l  secto r best  be
ob ta i ned  wh i l e  ensuri ng  the  sa fe ty and  soundness o f  the  secto r?  How can  the  f i nanci a l  secto r f ram ework support  f i nanci a l  f i rm s to  best  se rve  the
evo l vi ng  needs and  i n te rests o f  consum ers?  Are  Canada ’s federa l  f i nanci a l  secto r ove rsi gh t  bod i es we l l -posi t i oned  to  support  the  secto r i n  the
fu tu re?

5.  Wha t o the r act i ons shou l d  be  taken  to  ensure  the  f i nanci a l  secto r f ram ework rem a i ns m odern  and  techn i ca l l y sound?

Stakeho l de rs a re  i nvi ted  to  subm i t  wri t ten  com m ents by Novem ber 15 ,  2016.

Moving Forward

T he  Departm en t no tes tha t  Canada ’s f i nanci a l  secto r i s en te ri ng  th i s revi ew f rom  a  posi t i on  o f  st reng th ,  a f te r wea the ri ng  the  2008  f i nanci a l  cri si s we l l
re l a t i ve  to  i n te rna t i ona l  peers.  Looki ng  back,  the  Departm en t po i n ts to  the  fact  the  Canad i an  f ram ework,  i ncl ud i ng  i ts approach  to  regu l a t i on  and
supervi si on  o f  f i nanci a l  i nst i tu t i ons,  was cred i ted  g l oba l l y fo r the  secto r’s good  pe rfo rm ance  under st ress,  a  repu ta t i on  tha t  has bene f i ted  Canad i an
regu l a ted  f i nanci a l  i nst i tu t i ons.  Looki ng  fo rward ,  the  Departm en t be l i eves tha t  the  f i nanci a l  secto r wi l l  have  to  adap t  to  new t rends,  i ncl ud i ng  em erg i ng
f i nanci a l  i nnova t i on  and  techno l og i es tha t  wi l l  cha l l enge  exi st i ng  busi ness m ode l s,  evo l vi ng  consum er p re fe rences and  custom er re l a t i onsh i ps,
chang i ng  dem ograph i cs,  and  con t i nu i ng  g l oba l i za t i on .  T he  Departm en t be l i eves tha t  th i s revi ew wi l l  assess whe the r the  f i nanci a l  secto r l eg i sl a t i ve  and
regu l a to ry f ram ework e ffect i ve l y supports g rowth  and  posi t i ons the  secto r to  m ee t the  federa l  governm ent ’s po l i cy ob j ect i ves o f  stab i l i ty,  e ff i ci ency and
u t i l i ty.

We a re  worki ng  wi th  a  num ber o f  cl i en ts i n  revi ewi ng  the  Fi nance  Paper and  m aki ng  subm i ssi ons and  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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