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Statement of Motivation

The financial services sector plays a vital role in the Canadian economy, far more than is measured through 
the sector’s employment and output. Financial services facilitate the flow of savings towards productive 
uses, intermediate between agents with different liquidity and time preferences, and provide instruments 
allowing both risk-sharing and risk-mitigation, key components for the good functioning of markets. 

Efforts have been made by regulators, both in Canada and abroad, toward building safeguards aimed at 
ensuring that the financial services sector performs these vital economic functions while reducing the risk 
that some participants will make decisions that can threaten overall economic instability. However, these 
safeguards present other challenges that may hinder competitiveness and growth of the industry. 

On June 17, 2015, with the support of the Canadian Life and Health Insurance Association, Credit 
Union Central of Canada, the Toronto Financial Services Alliance, the Canadian Bankers Association,* 
the Insurance Bureau of Canada, the Investment Funds Institute of Canada, and the Investment Industry 
Association of Canada, the C.D. Howe Institute organized an invitation-only conference in Toronto 
entitled The Future of Financial Services: Competition and Growth. 

The event brought together financial sector executives, senior policymakers, eminent academics, and other 
financial market participants to address the effects of recent and impending regulations on competition 
within the sector, and on consumers of these services. While speakers agreed to share their formal 
presentations in this report, the conversation was held under the Chatham House Rule to encourage 
frank discussions. This report discusses the content of the conference and provides a list of some follow-up 
activities for the Institute in the coming months.

* The Institute wishes to note the vital contribution made to this agenda by the late Marion G. Wrobel of the CBA. 
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* All positions and organization affiliations are as of time of conference.
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Conference Summ ary

Introduction

On June 17, 2015, financial services practitioners 
and other experts in the private and public sectors 
gathered at the C.D. Howe Institute to discuss the 
future of the industry, as it relates to regulation, 
competition and growth. The formal presentations, 
as well as the lively question and answer periods 
that followed, identified some key issues. 

First, there was general agreement that Canada 
has a robust financial system, which benefits from 
strong principles-based regulatory oversight and 
open channels of communication between market 
participants and regulators. Second, while the 
Canadian financial system fared better than most 
other jurisdictions during the 2008/09 financial 
crisis, it is being deeply affected by the wave of 
global and domestic regulatory changes in the wake 
of the crisis. 

There was, however, a strong consensus among 
participants that the challenge in this respect is 
finding a way to not stifle growth and efficiency in 
the process of promoting financial system stability.

Some participants felt the post-financial 
crisis formal regulatory changes may be cresting. 
Nonetheless, some members of the private sector 
are concerned about the unknown, potentially 
unintended, consequences of certain regulatory 
changes, and anxious about the implications of 
potential un-level international playing field. 

This implies that the search for the optimal 
regulatory setting that promotes stability as well 

as competition and economic growth, and helps 
businesses and individuals achieve their goals, will 
not be an easy one. 

Summ ary of Conference 
Discussion and 
Presentations 

The conference comprised five major sessions 
and a keynote luncheon. The proceedings began 
with a discussion on the emerging economic 
and regulatory environment. The second session 
analyzed banking after Basel III. The third session 
discussed the shifting ground of capital markets 
regulation. The fourth session looked at the impact 
of regulation on life insurance markets. The final 
session of the day investigated the impact on 
overall financial sector growth dynamics of new 
competitive and regulatory developments. The 
keynote session discussed culture, conduct, and 
the effectiveness of prudential regulation. The 
conference closed with a review of the main themes 
that emerged over the course of the day.

Session I – The Emerging Economic and 
Regulatory Environment

This session began with a review of policies 
undertaken in Canada in the midst of, and 
following, the financial crisis.1 The goal of all policy 
during and after the crisis was to revive economic 
growth as well as create increased stability in the 

The Future of Financial Services: Competition and Growth

1 This session updated some of the themes developed in “Financial Regulation and Efficiency: Tradeoffs in the Post-Financial 
Crisis Era,” C.D. Howe Institute Verbatim, January 29, 2015.
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global financial system. Monetary policy was very 
active, both at the beginning of the crisis from 
2008-2010 and in the period from 2011 on. Fiscal 
policy, while strongly stimulative in 2008-2010, 
tapered off relatively quickly, raising the question 
of whether attempts to return to fiscal balance were 
initiated somewhat too rapidly. 

Looking to the future, participants were of the 
view that risks still prevail in financial markets. 
The world appears trapped in a slow economic 
growth environment, compounded in the advanced 
economies by population aging. Monetary and 
regulatory policy has sustained a very low interest 
rate environment, which may be distorting asset 
prices and could ultimately threaten financial 
stability. Financial regulatory changes have 
increased capital requirements and imposed 
considerable compliance costs, but a key question is 
to what extent the cost will be borne by individuals 
and businesses. 

Going forward, a critical issue will be to find a 
way for the three principal authorities concerned – 
namely monetary, fiscal, and regulatory/supervisory 
– to work together in alignment to promote 
economic growth and financial stability.

Session II – Banking after Basel III

The post-financial crisis world spurred a nuanced 
discussion among participants on ideal bank 
stability ratios within the Basel framework. For 
example, under Basel III, capital ratios will be 
phased in to create an increase in the quantity 
and quality of bank capital. Similarly, liquidity 
coverage ratios will be phased in with the intention 
of withstanding large cash outflows in stressful 
periods. If we look at how banks have been doing 
in implementing some of these new measures 
since 2009, as of the 2014 Bank for International 
Settlements (BIS) annual report, retained earnings 
have grown strongly, there has been a sharp 
reduction in risk-weighted assets, and lending has 
not fallen – it has increased by 13 percent. 

Despite these positive developments so far, there 
are open-ended questions including how to model 
risk for individual banks both within and across 
borders. How do we coordinate across borders 
(while addressing “ring fencing”) within the current 
framework or if we move to Basel IV, where the 
focus would be on a more cohesive approach to 
measuring risk across banks? Many banks have 
simplified their models and ring-fenced various 
functions to deal with regulations, which was one of 
their intended consequences. So, the impact on the 
financial sector is still being played out. 

The Canadian position following the financial 
crisis was relatively better than most due to a 
combination of strong fiscal positions when 
the downturn began, and early adoption of 
accommodative monetary policy. Furthermore, 
having a principles-based regulation and 
supervision regime served well during the crisis and 
will help the Canadian economy.

However, new regulations also bring 
complications, noted participants. Banks with the 
same assets as each other can have different risk-
weighted assets, because the latter can depend on 
internal models. Regulators are ring-fencing their 
jurisdictions (for example, even branches can almost 
be treated as stand-alone entities with respect to 
both capital and liquidity requirements), due to 
lack of trust in others, and the aggregate impact of 
all these rules is not well-understood. Inefficiencies 
from these new regulations, should they materialize, 
will likely have a large impact on the real economy 
and this question needs to be studied in greater 
detail. Current experience provides examples of 
these issues. Canadian banks are holding twice as 
much resolution capital as needed and, thus, are 
not supporting the real economy to the full extent 
possible. 

The major question, then, is whether we have 
swung too far in the direction of stability at the 
expense of efficiency.

 Another issue revolves around the notion of 
regulatory level playing fields. Canadian banks 
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keep many things on balance sheet that banks in 
other jurisdictions can keep off balance sheet. This 
distorts stress-testing among other things. The rules 
are often generalized, and not well suited to dealing 
with idiosyncratic institutions and circumstances.

Despite the positives and challenges of 
regulation, Canada’s effective and principles-based 
regulation has been strengthened. Many reforms 
has been discussed, agreed on, and implemented to 
a degree: what remains is the need to refine them. 
The full implementation will not be complete until 
2019, giving time for financial institutions to make 
adjustments.

Despite this late date for implementation, 
Canadian banks, due to their strong financial 
positions both before and after the crisis, were 
able to adopt many of the Basel III changes early. 
The return on equity of the major six banks has 
recovered, averaging between 15-21 percent in 
2010-2014. Much of that growth is coming from 
the domestic economy, specifically in retail and 
commercial banking.

These positive developments do not justify 
complacence. Potential vulnerabilities remain, 
according to the Bank of Canada’s latest Financial 
System Review. Household debt remains a concern, 
international risks from Greece, China, and 
emerging markets are still present, cyberattacks are 
a reality, and large negative shocks to the market are 
always possible.

The world banks face is not static. The 
compliance burden is rising and competition is 
coming in the form of financial technology and 
new mortgage finance competitors. Banks will need 
to adapt. They have room to take on more risks 
(for example, by increasing lending to small and 
medium-size enterprises, SMEs), and they may 
look abroad for revenue growth, turning them from 
domestic systematically important banks (D-SIBS) 
into global systematically important banks 
(G-SIBS). The question remains: is regulation able 
to deal with the resulting cross-border issues? And 
while regulation for the chartered banks has shifted 
significantly, there is some question about whether 

regulation for non-federally regulated financial 
institutions has kept pace.

Moreover, while Canada was an early adopter 
of a Non-Viability Contingent Capital Approach 
(NVCC), the capacity of the markets to absorb 
these securities has been an issue, as Canada’s 
contractual regime approach (in contrast to a 
statutory regime approach in other jurisdictions) 
may have made it difficult for investors in the rest 
of the world to become familiar with domestic 
products. And there is debate around how some 
macro-prudential policies will be implemented, 
such as the trigger for bail-in capital.

More broadly, there is some debate about 
whether the regulatory actions taken to date are 
addressing the last financial crisis, rather than 
addressing the potential financial crisis of the 
future. In any event, the experience of the last crisis, 
which unfolded where it was not expected, suggests 
that it is hard to know whether the latter is possible. 
And if there are unintended consequences with the 
current reforms, it will be difficult to know why, as 
we are “moving all the dials at the same time.”

Session III – Capital Markets – The Shifting 
Regulatory Ground

The first part of this session discussed the Canadian 
regulatory landscape for debt, equity, and other 
forms of financial investments. While equity 
trading plays a large role in the Canadian market, it 
is dwarfed by the size of the debt market, which has 
historically been less transparent. Under the new 
framework, dealers have to disclose all transactions 
involving debt. The benefit of this new framework is 
it will allow for improvement in our data collection 
and therefore our ability to analyze this part of the 
market. This data will be shared with, among others, 
the Bank of Canada and the Canadian Securities 
Administration. 

Session participants noted there are difficulties 
from an analysis standpoint, as regulators face 
difficulty finding and hiring data scientists, in part 
because they are competing with better funded 



1 8

dealers. A similar hiring difficulty is present on the 
monitoring and supervision side, thus requiring a 
set of centralized regulation and better data sharing 
among groups.

The session next discussed system risk. Despite 
no agreed upon model for systemic risk, making it 
hard to define, there are a set of attributes risk must 
have in order for it to be considered systemic. The 
negative effects of the shock must be widespread, 
there must be clear contagion, and it must impact 
the entire real economy. With this definition 
one must think about which markets must stay 
functioning to keep the real economy from going 
into crisis. Some examples include the core funding 
markets and liquidity markets. Some markets that 
may have originally been secondary have perhaps 
risen to the forefront including the derivatives 
market, and debt and equity markets discussed 
above. 

Once the important types of markets have 
been identified, one must think about how to 
measure this systemic risk. Some tests include 
size, which would look to the transaction value 
of the financial institution relative to the entire 
market, interconnectedness, asking who are the 
counterparties, and are there a lack of substitutes 
should this institution fail. Once there are 
established measurement techniques, the question 
becomes how to address this risk. The focus should 
be on mitigation, resolution planning, restructuring, 
insurance, and continued lender of last resort 
operations.

The final part of this session looked at Over-
the-Counter (OTC) derivatives clearing. The three 
goals of regulation in this space include collecting 
information, protecting investors, and reducing 
systemic risk. Any regulator must have a mandate 
that includes the managing and mitigating of 
large risks. Given the international nature of this 
market, regulation needs to be shared globally. 
Unfortunately, the data are not as developed as 
they need to be, making global standards difficult 
to achieve. Furthermore, global standards always 

run the risk of not addressing the uniqueness of 
individual markets. 

Porting is going to be a big part of the future 
for all institutions as it helps in the event of default 
or insolvency of a clearing member. Furthermore, 
one issue that has been resolved – and was key 
for institutions – was the ability for foreign 
agents to clear in Canada. Canada has begun the 
centralization of regulation in this space by creating 
a single regulator, the Capital Markets Regulator 
Authority (CMRA) between five provinces (B.C., 
Ontario, Saskatchewan, New Brunswick, and 
P.E.I.) and the Yukon.

As for the session as a whole, the tone was 
hopeful and positive. The origin of the financial 
crisis lay in capital markets and so regulatory 
process on this front is particularly important. 

The session included a substantial discussion on 
new data and its use in analyzing and addressing 
potential risk, especially as it relates to the securities 
being bought and sold in the market. The key will 
be to identify what should be regulated, reduce 
the arbitrage opportunities, and coordinate on any 
shocks to the system.

Keynote Session and Luncheon – Away from 
the Lamppost: Culture, Conduct, and the 
Effectiveness of Prudential Regulation

The keynote speech from OSFI Superintendent 
Jeremy Rudin is here: http://www.osfi-bsif.gc.ca/
Eng/osfi-bsif/med/sp-ds/Pages/jr20150617.aspx; 
the summary that follows touches on key points  
or themes. 

When it comes to regulation of going concern 
institutions, OSFI is of the view that it has crested. 
The focus should now turn to the effectiveness of 
these regulations as measured by outcomes. One 
of the keys to ensuring positive outcomes will 
come through the evolving culture of boards and 
management at financial institutions. This new 
culture should encourage refraining from risk that 
is in excess of the public interest since such risk 
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not only damages public trust, it can also stifle 
economic growth. By creating rules that are not 
excessively complicated – as the latter often lead to 
gaps – the goal is to create prudent risk taking in 
the economy.

Given the vast set of rules now in place, OSFI 
believes it is vital that regulators actually go out 
in the trenches and see what these institutions 
are in fact doing. Despite these official rules, the 
“unwritten” rules are often where issues can arise, 
and it is here that culture can encourage better 
behaviour. 

Analyzing culture, and for that matter sub-
cultures in large institutions, can be done 
through board conversations with management, 
conversations between management and risk 
departments, promotions of management, and other 
similar areas. By spending time building the culture 
in these institutions, it is possible to reinforce the 
idea that conduct issues are prudential issues, and 
they end up being important economic issues as 
well through, among other things, reputational risk. 

One of the strengths of the Canadian system 
has been the honest, open discussions between 
regulators and financial institutions. Trust has been 
the key to this success. In order to maintain this 
trust and continue to identify potential issues in 
our prudential management, we need to always be 
looking away from the obvious and think outside 
the box. 

In terms of potential vulnerabilities, one question 
from the room was whether Canada is facing 
pressures from other countries that are more rules-
based in their regulation. The answer was that we 
in Canada have not felt foreign pressures to turn 
our principles-based approach, where it applies, 
into a rules-based one, except for international 
level-playing field issues (e.g. capital ratio), which 
is normal and where we also lean on others. At the 
same time, we do have some rules-based regulation 
where we see fit. One potential issue is that we have 
to be careful that when financial institutions want 
clear rules in certain areas, we provide it to them 
despite a desire to stay away from this rules-based 

approach. However, given that we have been largely 
successful on the conduct front, there is hesitation 
to provide any rules in this area.

Session IV – Life Insurance Markets – Life in 
the Long Run

The next session dealt with life insurance markets 
and the effects of the new International Financial 
Reporting Standards (IFRS). Under the new set of 
rules, discount rates will be lower, which will lead to 
unrealistic profit recognition and liability valuation. 
Volatility of profits will increase as well, which will 
make certain products less likely to be sold, both 
because suppliers are less willing to sell them, and 
buyers, who do not like volatility when it comes to 
long-term products such as life insurance, will stop 
buying. This means that the products on the market 
will be altered and more of the risk will be shifted 
toward consumers. 

Another issue is that US life insurers are not on 
IFRS standards, which include mark-to-market 
rules, and this creates a potentially significant 
un-level playing field across borders, as US life 
insurance company assets appear less volatile but do 
not reflect the latest market information.

The next part of the session focused on two areas: 
the value provided by Canadian life insurers, and 
concerns over the rules changes. The goal of any life 
insurer is to provide long-term benefits and stability, 
in this case to Canadians, at reasonable consumer 
prices, while at the same time making a profitable 
business for shareholders. The ability to pool risk 
is good for consumers. The issue with generalized 
accounting standards like IFRS is that most of the 
businesses they are looking at are not life-insurers 
with long-term provision needs. 

The concerns mentioned above were reinforced 
at this point in the discussion. The new rules will 
create a loss of product choice or higher product 
prices, as investing in long-term assets will be 
discouraged, thereby lowering profits and creating 
a higher cost threshold to keep products on market. 
There will be an increase in prices, as the ability 
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of life insurers to hedge risk will diminish as 
long-term investments are avoided. These shorter 
term assets are usually safer assets, however they 
come with lower return leading to a reduction in 
profitability and an increased cost to consumers.

Lastly, volatility becomes an issue. Life insurers 
are selling stability in their products and they have 
to appear this way. Consumers may stay away if the 
products appear more volatile, especially if prices 
increase for them as well. Life insurers are not 
arguing for the removal of standards, but are trying 
to reinforce that they need to be addressed more 
idiosyncratically.

During the question and answer period it was 
agreed that the new rules have been particularly 
hard on life insurers, pension funds, etc., due to 
the mismatch between assets and liabilities timing, 
and it is not clear that the private sector is going to 
be able to provide the needed products as a result. 
The challenge then is to provide an annuity-type 
product that pools risk and gives Canadians what 
they need under these new rules. If the private 
sector cannot do it then the only way will be to 
socialize costs and issue these products through 
the public sector. One final point was made in 
this session that it is fine to blame IFRS, but on 
top of these new rules there are other material 
challenges – a sustained exceptionally low interest 
rate environment is making returns hard at a time 
that mortality rates are going down. There is no easy 
fix to be had.

Session V - Competition, Regulation, Growth, 
and Market Dynamics

This session began with a discussion on the current 
state of regulation within the property and casualty 
insurance space. Some of the new products on 
the market were introduced, such as, in the auto 
insurance industry, an app that provides much in 
the way of information. This includes letting drivers 
know how they are doing with a score that could 
lead to savings on their insurance rates. The major 
issue for insurers in this space is that regulation has 

not caught up to innovation. For example, the pink 
card that is standard for auto insurance has to be in 
hard copy form and cannot be on your smart phone. 

The session then turned to the credit union 
sector. Credit unions are generating competition in 
the industry, because they provide services where 
traditional banks may not. Furthermore, they also 
help mitigate pro-cyclicality, a key goal of most 
of the regulation post-financial crisis. They have 
a different business model as they focus more on 
customer service, and are not concerned with profit 
for shareholders. Their strength is they understand 
local sensitivities, which is the key for their growth 
because they cannot compete on scale and efficiency 
with large financial institutions. The industry needs 
proportionality in the application of regulations 
accounting for these differences of size, location, 
etc. The credit unions feel that they are heavily 
regulated and thus should not be considered part of 
shadow banking.

There is concern for credit unions with regard 
to Basel III because these types of financial 
institutions were not considered in the framework. 
While they have tried to follow as many of the rules 
as possible, some just do not make sense in their 
setting. Going forward, whether or not regulation 
continues to fall more on the provincial side, or 
gets moved federally – a move not supported by a 
number of credit unions – the key message from 
some of them is that there is a low likelihood that 
they will have to draw upon deposit insurance, 
or that consumers will lose uninsured deposits, 
in contrast to a high probability that there will 
be continued need for financing for economic 
development in places lacking funding supply from 
large federally regulated financial institutions. 

The last part of the session dealt with the 
tradeoff between competition and stability and 
what the data tell us on this front. Competition is 
good for economic growth and for consumers and 
should be encouraged, including in the financial 
system. However, evidence regarding the tradeoff 
between competition and stability in financial 
services has been mixed, and one need only compare 
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the Canadian and Iceland/Ireland financial systems 
during the financial crisis to see similar institutions 
but vastly different effects on stability. However, if 
you control for the quality of regulation then the 
data suggest that an increase in competition will 
increase stability, implying the need for prudent 
regulatory oversight. 

The discussion then turned towards housing 
finance and CMHC. Product innovation is a 
good thing and it leads to more people being able 
to enter the housing market. Securitization from 
more places, including credit unions, has led to 
additional products getting to market and being 
purchased by more consumers, thereby enhancing 
stability. Additional competition, whether or not 
in the shadow banking system, has led to increased 
innovation. However, if actors in the shadow 
banking system are left unregulated for a long 
period of time, competition tends to lead to excess 
riskiness. We need more data in this area to help us 
determine appropriate regulation. While the focus 
was on the CMHC, other crown corporations could 
be included in this discussion from the point of 
view of system-wide regulation. 

Rapporteur’s Remarks and Conclusions

The conference ended with a discussion of the 
major themes of the day. The first theme was that 
Canada has a robust financial system and sound 

regulation, and in that sense, we are well-prepared 
for the future in a global marketplace. The second 
theme was that a balance needs to be struck 
between the financial industry’s drive for continued 
growth, innovation, and profitability, and regulators’ 
concerns over public safety. The key for any good 
regulation is to create the right incentives for 
stability and growth. 

Given the extensive regulatory changes that have 
taken place or are in the pipeline, there is a strong 
need for more research on the trade-offs between 
stability and efficiency in the financial system, the 
potential impact of un-level playing fields globally, 
and an assessment of some of the unintended 
consequences from the recent and ongoing 
regulatory overhaul. Fundamentally, we are not yet 
sure of all the linkages and effects of new regulation 
on the real economy, and we need to keep a close 
eye on these going forward. If both the private 
sector and regulators are doing what they believe is 
best, any inefficiencies or gaps should be addressed 
along the way. The main lesson learned from the 
financial crisis was a healthy economy cannot exist 
without a healthy financial system. 
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The C.D. Howe Institute is committed to furthering the awareness of policy issues facing participants in 
the financial services sector. We will continue to hold more events and publish research examining these 
issues. Our activities planned for the near- and medium-term include:

Planned Publications on Financial Services

Venture Capital Policy – Choices and Consequences
Author: Richard Remillard, President of the 
Remillard Consulting Group and former 
Executive-Director of Canada’s Venture Capital 
and Private Equity Association

This paper intends to inform debate on the role 
of the state in venture capital. Are there market 
failures, and will there always be? How much 
involvement is too much? How effective have 
the various policy tools proven to be? As the 
Government of Canada rolls out its Venture Capital 
Action Plan, this work explores the possibilities for 
an improved policy outcome.

Moving the Canadian Payment System Forward
Author: John Chant, Emeritus Professor of 
Economics at Simon Fraser University

The importance of the payment system to the 
functioning of the Canadian economy, as well as the 
speed with which change is occurring, brings about 
vital questions: How well are Canadians served 
by the payments industry? What improvements 
are necessary? What are the obstacles to this 
improvement and how can they be overcome? 
What does the rapid pace of change in information 
technology mean for public policy toward payments? 
This paper sets out to answer these questions.

Housing Finance: The Role of Covered Bonds
Author: Finn Poschmann, former Vice President 
Policy Analysis, C.D. Howe Institute

An OSFI rule limits Canadian bank issuance of 
covered bonds to four percent of assets, a tight 
limit by international standards. Given that the 
federal government has limited access to portfolio 
insurance for bundled mortgages, raised the 
price and tightened the supply of guarantees for 
mortgage-backed securities, a review of the asset 
limit is warranted. Because covered bonds are held 
in bankruptcy remote special purpose vehicles, a 
change would have implications elsewhere in the 
financial system.

Looking for Liquidity – Banking and Emergency 
Liquidity Facilities
Author: Jeremy Kronick, Senior Policy Analyst, 
C.D. Howe Institute

This paper begins with a brief survey of emergency 
liquidity/lending facilities in the US, UK, and 
Canada. Under 18(g) of the Bank of Canada Act, 
the Bank may buy and sell from or to any person 
securities and any other financial instruments – 
other than instruments that evidence an ownership 
interest or right in or to an entity – and, if the 
Governor is of the opinion that there is a severe and 
unusual stress on a financial market or the financial 
system, buy and sell from or to any person any 
securities and any other financial instruments, to 
the extent determined necessary by the Governor, 
implying useful and extensive discretionary powers. 
It may be useful to prearrange well-designed 
mechanisms for managing such activities, in 
particular by way of a static (sealed-bid) auction for 
differentiated securities.

Follow–Up Activities
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How to Regulate Small Financial Institutions in a 
Competitive Environment?
Author: John Jason, Lawyer at Norton Rose 
Fulbright

Little research is done on how small financial 
institutions, in particular trust and loan companies, 
credit unions, and other cooperatives, should be 
regulated. The types of regulation they are subject 
to and, perhaps more importantly, who should be 
doing the job, for example federal or provincial 
regulators, has had little formal examination. This 
E-Brief will first review the different forms of small 
financial institutions operating in Canada and 
some of the services they provide in comparison to 
the large banks. The next section will look at the 
current regulatory framework for these institutions 
commenting on their costs and benefits and on the 
application of proportionality in light of the roles of 
different institutions. Lastly, this paper will discuss 
whether the optimal body to perform regulation on 
these small institutions is at the provincial or federal 
level.

Benefits of Trade and Investment Agreements for 
the Financial Services Sector
Author: Dan Ciuriak, Director and Principal at 
Ciruriak Consulting Inc. and former Deputy Chief 
Economist at the Department of Foreign Affairs 
and International Trade; Daniel Schwanen, Vice 
President, Research at the C.D. Howe Institute; and 
Jeremy Kronick, Senior Policy Analyst at the C.D. 
Howe Institute.

Canada has gained an almost unparalleled 
reputation for good financial governance since 
the 2008 financial crisis. However, it may not be 
able to parlay this reputation into strong market 
expansion abroad, especially as formal liberalization 

of international trade in financial services has slowed 
since the 1990s, leaving many important barriers 
in place. This paper will report on the barriers to 
international expansion facing Canadian financial 
institutions, and will assess the impact of more open 
trade and investment in financial services with key 
markets. The paper uses a leading-edge approach 
developed by one of the authors to assess the impact 
of services liberalisation in the context of a general 
equilibrium model (GTAP), using changes in the 
OECD’s Services Trade Restrictions index that 
would result from liberalisation, to examine the 
gains that could be expected from opening financial 
services trade and investment with key partners

Planned Policy Events:

Inside the Mind of a CEO
Sam Sebastian, Managing Director, Google Canada
Bill McFarland, CEO & Senior Partner,  
PwC Canada
Victor Dodig, President and CEO, CIBC
Toronto Patrons’ Circle Dinner
Thursday, September 24, 2015, 6:00 pm – 9:00 pm

Mark Zelmer, Deputy Superintendent, Regulation 
Sector, OSFI
Toronto Roundtable Luncheon
Tuesday, December 8, 2015, 12:00-1:30
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Thank You

The C.D. Howe Institute wishes to thank its sponsors for their support for the conference. As a
charity, the Institute depends on member funding to allow it to convene important policy discussions,
mobilize outstanding scholars, push innovative ideas, and ultimately foster sound public policy.

Contacts 

For more information, please contact:
Duncan Munn, Senior Vice President and Chief Operating Officer
416-965-1904 ext. 8176, dmunn@cdhowe.org 

Daniel Schwanen, Vice President, Research
416-865-1904 ext. 2606, daniel@cdhowe.org 
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A Reputation for Independent, Nonpartisan Research
The C.D. Howe Institute’s reputation for independent, reasoned and relevant public policy research of the 
highest quality is its chief asset, and underpins the credibility and effectiveness of its work. Independence and 
nonpartisanship are core Institute values that inform its approach to research, guide the actions of its professional 
staff and limit the types of financial contributions that the Institute will accept.

For our full Independence and Nonpartisanship Policy go to www.cdhowe.org.
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