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List of recommendations

1. The government should prioritize the quick and effective implementation of
Canada’s consumer-driven banking framework, no later than 2026, by:

a. Keepingconsentrequirements simple by relying on existing privacy laws
and allowing non-accredited entities to be “sponsored” under the
framework.

b. Ensuring the framework covers all consumer and small business financial
data, including chequing, savings, credit, and investment accounts.

2. The government shouldissue a public ultimatum to the country’s major banks
tolaunch thereal-timerail (RTR) no later than 2026, withregistered PSPs able
toaccessit fromday one. If they fail, the federal government should direct the
Bank of Canada to develop and launchits ownreal-time payment system.

3. The government should establish competition mandates for financial sector
regulators such as the Office of the Superintendent of Financial Institutions,
the Financial Consumer Agency of Canada, and the Bank of Canada.

4. Aspart of budget 2025, the government should introduce a multi-year project
to modernize outdated regulationsin Canada’s financial sector.



Aboutus

Fintechs Canadais anot-for-profit association that acts as the unified voice for
the mostinnovative financial technology companiesin Canada. Ourmembers
collectively serve millions of Canadians on a daily basis. Our membership
includes Canadian fintech market leaders, global fintech companies, payment
networks, financial institutions, and start-ups and scale-ups that are defining the
future of financial services in Canada and around the world. Fintechs are
companies that use technology to deliver financial services to Canadians,
helping them better manage their financial life. Such organizations are
fundamental to the vibrancy of the Canadian economy.

Our proposals

Canada’s financial sector plays a critical role inimproving affordability for
Canadians and driving the productivity and growth of the broader economy.
However, the sectorremains highly concentrated, vulnerable to anti-competitive
behaviour by incumbent players, and hindered by barriers to entry that stifle
competition. As aresult, Canadians are paying the price:

e Canadians pay higherfeestoaccessfinancial services. Comparedto the
biggest banksin the United Kingdom and Australia, Canada’s big five
banks—TD, RBC, BMO, CIBC, and Scotiabank—charge more and higher
account fees, overdraft fees, and NSF fees. Fee-relatedincome, as a
proportion of overallincome, hasincreased over the past several years.

e Canadianshavelimited accessto financing. Although thereisincreasing
demand forloans from Canada’s small business community, credit
conditions have been tightening. According to a survey by the Canadian
Federation of Independent Business, the percentage of businesses seeking
financingincreased from 35 to 58 percent from 2012 to 2022. Meanwhile, the
ratio of loans being given to small businesses relative to large businesses
from Canada’s financial sectorreachedits lowestinrecent years, with a
significantly higherinterest rate spread between small andlarge businesses
in Canada compared to many OECD countries.

e Canadianshave aless productive financial sector. Canada’s overall
productivity has been declining over the past 20 years, trailing behind
Australia, the United States, and the United Kingdom. This trend is also
noticeablein our financial sector. Inthe last 20 years, Canada’s financial
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sector's contribution to overall productivity has also fallen behind that of
Australia, the United States, and the United Kingdom.

When Canadians try to switch from big banks to financial technology firms to get
abetterdeal, such aslowerinterestrates, betterrewards, lower fees, the system
works against them. Big banks make it difficult, and outdated rules keep
Canadians from taking control of their own financial data to find the best deal.
The government should put power backin the hands of consumers and small
businesses.

Recommendation 1: The government should finish the job of open banking, prioritizing
quick implementation no later than 2026.

The introduction of Canada’s consumer-driven banking framework will:

e Empower Canadians to take control of their financial data. Financial
services are often complicated by confusing pricing structures, making it
difficult for Canadians to compare offers and understand what they're
paying. With open banking, Canadians will have greater control over their
financial data, enabling them to access more affordable and personalized
financial services and shop around for the best deals with greater ease.

e Make it easierforsmallbusinessestoaccessthe capital they need. By
providing more affordable financing options, businesses will have the
resourcestoinnovate, create jobs, and expandinto new markets,
ultimately strengthening the Canadian economy.

e |mprove Canada’s economy and financial sector productivity. Open
banking will create more opportunities for smaller financial institutions to
compete with some of Canada’s largest financial institutions, attracting
more investment and fostering responsible innovation in the sector.

Currently, Canadais among the last G7 countries to implement an open banking
system. To facilitate the quick and effective implementation of Canada’s
consumer-driven banking framework, the government should:

1. Simplify requirements. The government should defer to existing consent
requirements under federal privacy law rather than introduce additional,
separate consent requirements for open banking. Furthermore, it should
allow non-accredited entities to be “sponsored” under the framework.
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This approach willenable a fasterlaunch of Canada’s consumer driven
banking framework while protecting the privacy of Canadians.

2. Ensure abroadscope. The framework should include all consumer and
small business financial data, covering chequing and savings accounts,
investment accounts, credit products, and payment routinginformation. A
broad scopeis necessary to guarantee that Canadians will fully realize the
benefits of open banking.

Recommendation 2: Complete payments modernization by supporting the
launch of Canada's real-time payment system.

Following the launch of FedNow in the US, Canadais now the only G7 country
without areal-time payment system.

Formany Canadians, the inability to make and receive payments instantly comes
atacost. Slow payments canresultin additional expenses for those in financial
distress. including overdraft and late fees, aswellas areliance on predatory
lenders. Apayment system that enablesreal-time transactions can help address
theseissues:

e Businessesand consumers canaccess cheaper payment options.’

e Canadians could avoidlate fees onbills by payinginreal-timeinstead of
navigating the delays of the multi-day clearing and settlement cycle.

e Workers couldreduce debt by accessing earned wages instantly, rather
than turning to payday loans to cover shortfalls.

e Businesses couldimprove cash flow. reduce liquidity needs, and reinvest
freed-up funds into growth.

e Theeconomy couldsee billions of dollars in additional GDP through
increased efficiency and productivity.

In2021, the government made acommitment to modernize Canada's payment
technology. However, the development and launch of Canada’s real-time
payment system has faced many setbacks and delays. Initially planned to launch
in 2019, this timeline was later postponed to 2022, thento 2023. Recently,
Payments Canada announced yet another delay, with the initial testing of the

"When the United Kingdom modernized their payment system, Wise, a financial services company,
was able toimmediately cut costs forits customers by 20 percent.
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systemnow set to beginin 2025, followed by industry testingin 2026. However,
no specific timeline has been provided for the nationwide launch of the system.

Canada cannot afford any more delays. The government shouldissue a public
ultimatum to the country’s major banks: launch the real-time rail (RTR) no later than
2026, withregistered PSPs able to access it from day one. If they fail, the federal
government should direct the Bank of Canada to develop and launchits own
real-time payment system, as the U.S. Federal Reserve didin 2023.

Recommendation 3: Make Canada’s financial sector regulators accountable
for competition in the financial sector.

According to the Competition Bureau, Canada’s financial sectoris highly
concentrated, vulnerable to anti-competitive coordinated behaviour by
incumbents, and has several barriers to entry that limit competition from new
entrants. As aresult, Canada’s financial service sector continues to lag behind
other countries: Canadians pay higher fees to access financial services, have
limited access to financing, and have aless productive financial sector.

Unlike some of ourinternational peers, Canada’s federal financial regulators do
not have an explicit mandate to promote competition. While this does not
prevent regulators from promoting competition, it discourages them from
seriously considering the competitive effects of their decisions and actions.

Inthe United Kingdom, competitionis a core principle in financial sector oversight:

e TheFinancial Conduct Authority, which regulates market conduct for
deposit-takinginstitutions, is explicitly tasked to “promote effective
competitionintheinterests of consumers.”

e ThePayment System Regulator, which oversees payment systemsinthe
UK, ismandated to “promote competition and innovation and to ensure
payments systems are operated and developedin the interests of the
people and businesses that use them.”

e The Prudential Regulation Authority, whichis responsible for supervising
deposit-takinginstitutions, has a secondary objective to “facilitate
effective competition between firms.”

e TheBankof England, when overseeing financial marketinfrastructure and
payment systems, isrequired to “act in a way which facilitates innovation.”
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This emphasis on competitionisn’t unique to the UK. Australia’s prudential regulator
andits central bank both have explicit references to maintaining competitionin
theirmandates. Regulators in otherjurisdictions have also taken proactive steps to
bolster competitionin their financial sectors, such the U.S. Consumer Financial
Protection Bureau throughits open banking rule.

To fostera more competitive financial sector, Canada should follow suit.The
government should establish competition mandates for financial sector
regulators such as the Office of the Superintendent of Financial Institutions
(OSFI),the Financial Consumer Agency of Canada (FCAC), and the Bank of
Canada. Thiswould ensure that they administer policy in a way thatreduces
barriers to entry and encourages diversity among financial service providers.

Recommendation 4: Introduce a multi-year project to modernize outdated
regulations to encourage competition and innovation.

Over the past decade, Canada has fallen behind otherjurisdictionsin fostering a
competitive andinnovative financial sector. The sectoris highly concentrated,
with the six largest banks, controlling over 0% of the market.

New players face significant barriers that limit their ability to compete. One key
issueisregulatory complexity: Canada’s financial sectoris governed by a
patchwork of overlapping laws and frameworks that create compliance burdens,
particularly for smalland medium-sized firms. This regulatory duplicationincreases
costs, delaysinnovation, and discourages new players from entering the market.

To address these challenges, the federal government should launch a multi-year
project to modernize outdatedregulationsin Canada. This project should:

e Review existing financial sectorlegislation to eliminate regulatory overlap,
streamline compliance requirements, and ensure that regulatory
frameworks do not unnecessarily restrict competition. Many financial
regulations were designed for a different era, leading to duplication and
inconsistencies that create barriers for new entrants.

e Ensurethatcompliancerequirements are up-to-date by reviewing
existing regulations to remove outdated orunnecessary burdens,
particularly for smaller and newer players. Compliance should be aligned
withmodernindustry practices andrisk profiles, preventing unnecessary
costs that slowinnovation.
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