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Summary of Recommendations
Recommendation 1: Reduce transaction costs by amending the Canadian Payments Act to
give RPAA-regulated fintechs access to our national payment systems, such as Payments
Canada’s real-time rail.

Recommendation 2: Create a more inclusive and equitable financial sector by amending the
Canadian Payments Act to make payment system governance more representative of the
needs of consumers and businesses.

Recommendation 3: Put consumers and businesses in control of their financial data, as well as
the movement of their money, by implementing a consumer-directed finance framework.



Who We Are
Paytechs of Canada is a not-for-profit association that provides a harmonized voice for fintechs
in payments. Our goal is to make Canada’s payments ecosystem more competitive, more
inclusive, and more innovative for the benefit of all Canadians.

What is a fintech in payments? At the highest level, it is an organization that uses technology to
enable the electronic transfer of value. Such organizations are fundamental to the vibrancy of
the Canadian economy. The better payments work, the more efficiently Canadian value can
move. Canada used to be a payments leader, driven historically by Canadian financial
institutions and global payment networks.

Today, some of the world’s largest fintechs are payment companies. In 2021, the top ten largest
and most valuable fintechs largely consisted of payment companies. Square, Visa, PayPal, and
MasterCard are collectively worth $1.07 trillion, while the “bix six” banks — JPMorgan Chase,
Bank of America, Well Fargo, Citigroup, Morgan Stanley, and Goldman Sachs — are worth less
than $900 billion.

And that money is flooding into Canada, too. The plurality of Canadian fintechs — 21% —
operate in the payments space. Moreover, they empower Canadians and businesses to
participate in the digital economy more affordably and more safely. As this technology continues
to develop, and the diversity of actors in payments grows, it is important to take a fresh look at
the ecosystem. Currently, outdated legislation and regulation prevent the industry from realizing
its full potential. As a result, Canada’s financial system, its economy, and citizens are falling
behind.

Many fintechs are operating across Canada today, and the rest of the world is eyeing the
Canadian market. The time has come for Canada to step up and lead the world’s advanced
economies in the fintech revolution.

Fintechs: The Future for Consumers &
Businesses
When it comes to payments, Canada has yet to enter the 21st century. Canada’s outdated
policy and regulatory approach to payments is a measurable drain on our national growth and
productivity.

https://www.rankred.com/biggest-valuable-fintech-companies/
https://www.cnbc.com/2020/09/16/market-value-of-big-fintech-companies-rises-to-1-trillion-more-than-the-largest-banks.html
https://www.accenture.com/_acnmedia/PDF-149/Accenture-Fintech-report-2020.pdf


Payments in Canada are expensive and slow. According to data from EY and the Bank of
Canada, the Canadian payments system costs Canadians anywhere between $89 and $107
billion every five years. Moreover, according to a recent survey by Interac, 71% of Canadian
businesses with fewer than 5 employees are struggling to get paid on time and spend valuable
time and resources going after late payments.

Fintechs try to solve these problems in a number of ways. Some introduce new ways to pay,
which could compete with old ones and put downward pressure on transaction costs. Moreover,
fintechs are finding ways to get small businesses their money faster, such as combining the
separate activities of quoting, invoicing, and collecting payments into one automated solution.

But fintechs’ lack of access to the national payments infrastructure the Canadian economy runs
on makes it difficult for them to realize their value proposition. This keeps transaction costs high
and the movement of money slow, which hurts businesses with billions of dollars of
payment-related costs and keeps entrepreneurs chasing cash instead of innovating and growing
our economy.

Canada should align with jurisdictions that have incorporated fintechs more formally in their
regulatory approach, which includes giving them access to national payment systems.

Fintech Spreads The Wealth Beyond Canada’s
Traditional Financial Centres
The Canadian fintech ecosystem has been undergoing a rapid growth spurt in recent years. In
the first half of 2021, Canadian fintechs raised $1.75 billion in capital over 54 deals. The country
is also home to approximately 700 fintechs, 18 of which were founded in 2020, including
unicorns like Wealthsimple. Other fintech startups are on track to reach the highly-sought after
$1 billion valuation target. And the world’s financial superpowers are beginning to notice, too. A
2021 report by the U.K. Treasury referred to Canada as a potential competitor for fintech capital
and talent, and CB Insights’ 2020 Fintech 250 list featured seven Canadian companies.

One of the most encouraging facts about Canada’s fintech industry is that it is helping spread
the wealth beyond the country’s traditional financial centres. Although roughly 60% of Canadian
fintech companies are based in Ontario, a recent Accenture report found that fintechs are
proliferating across other provinces, both big and small. In British Columbia, Vancouver is
rapidly emerging as a North American tech hub, and the province’s more than 120 fintechs are
certainly playing a role in this rise.

https://www.payments.ca/sites/default/files/report_costs_of_payments_processing_eng_final_2018.pdf
https://www.bankofcanada.ca/2017/03/staff-discussion-paper-2017-4/
https://www.bankofcanada.ca/2017/03/staff-discussion-paper-2017-4/
https://www.interac.ca/en/content/business/canadas-entrepreneurs-say-not-getting-paid-on-time-hinders-growth/
https://assets.publishing.service.gov.uk/media/57ac9667e5274a0f6c00007a/retail-banking-market-investigation-full-final-report.pdf
https://www.bankofcanada.ca/wp-content/uploads/2017/03/sdp2017-4.pdf
https://www.bankofcanada.ca/wp-content/uploads/2017/03/sdp2017-4.pdf
https://www.accenture.com/_acnmedia/PDF-149/Accenture-Fintech-report-2020.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/978396/KalifaReviewofUKFintech01.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/978396/KalifaReviewofUKFintech01.pdf
https://www.cbinsights.com/research/report/fintech-250-startups-most-promising/
https://www.accenture.com/_acnmedia/PDF-149/Accenture-Fintech-report-2020.pdf


In Alberta, 80% of the province’s 40 fintechs are based in Calgary. That city is home to fintechs
like Symend, which has raised more than $100 million in venture capital funding and is bringing
hundreds of jobs to a region suffering from economic downturn, and Solium Capital, which was
acquired by Morgan Stanley for $1.1 billion in 2019. Further east, Atlantic Canada is becoming
home to fintechs such as St. John’s-based Verafin, which received Canada’s largest-ever
venture deal at $515 million and was acquired by Nasdaq in 2020 for US$2.75 billion, all while
keeping the company’s headquarters in the city.

Fintechs are bringing jobs, innovation, and prosperity to Canadians from coast to coast to coast
— not just those on Bay Street.

The Nominal Distribution of Canadian Fintechs in Operation by Region (2020)

Region Number Fintechs in Operation

Alberta 40

Atlantic Canada 14

British Columbia 122

Manitoba 2

Ontario 415

Quebec 103

Saskatchewan 1

Table 1: More than 40% of Canadian fintech companies are based outside of Ontario.

But On Fintech Canada Is Falling Behind
Despite the incredible progress that Canadian fintechs have made in recent years, our
government and public sector have been slow to keep up with this growth.

On the one hand, Canadian policymakers and regulators have traditionally sought to protect our
country’s reputation for economic stability. On the other hand, fintechs have been proven to be a
source of balance for financial systems. Fintechs have the capacity to even the playing field
when it comes to access to payments, rather than further deepening the wealth divide. The
result of an updated payments system that makes sufficient room for fintechs would be a
Canada whose financial landscape is more equal, more inclusive, and more productive.

https://www.theglobeandmail.com/business/article-calgary-tech-startup-symend-raises-us43-million/
https://www.crunchbase.com/organization/symend
https://betakit.com/st-johns-based-verafin-closes-massive-515-million-in-financing/
https://betakit.com/st-johns-based-verafin-closes-massive-515-million-in-financing/
https://verafin.com/news/nasdaq-completes-acquisition-of-verafin/


The time has therefore come to create the right regulatory conditions that will enable Canadian
fintechs to flourish and clear the way for Canada’s payments system to evolve into a model for
the rest of the world. Already, other countries are adopting frameworks that promote fintechs
and their application across society. In the U.K, for example, where fintechs have access to
payment systems and a comprehensive open banking regime that includes third-party payment
initiation, capital and talent are pouring in. In the first half of 2021 alone, British fintechs
attracted £5.7 billion in funding — more than the total amount raised in 2020. About 42% of the
country’s industry consists of people who have come from other countries. And that includes
Canadian capital and talent, too — capital and talent that we could be fostering right here, at
home.

While Canada has what it takes to build a fintech industry on par with the U.K’s, a set of
outdated legislative and regulatory barriers are preventing us from realizing this potential. And if
policy conditions don’t improve, our homegrown talent may end up searching for greener
pastures in places like the U.S. and U.K. Just look at another one of Canada’s burgeoning tech
sectors: In 2020, Canada’s artificial intelligence darling, Element AI, left its birthplace of
Montreal for Silicon Valley due to a lack of federal government support. The resulting loss of
capital and talent will take the ecosystem years to recover from.

At the end of the day, a modern, up-to-date regulatory environment is the one thing that will
empower Canada’s fintech ecosystem and allow it to reach its full potential. While fintechs rely
on a variety of macroeconomic factors for their success, a supportive regulatory environment
has been shown to be a key driver behind the successful adoption of fintech. A number of
studies have demonstrated that the countries where fintechs have had the most success are
also those with more adaptive or permissive banking regulation. Canada has the opportunity to
join that club, too.

Recommendations
Canada’s fintechs shouldn’t be forced to meet the same fate as Element AI. And if the federal
government takes proper action, they won’t have to. That is why we have put together a set of
practical, feasible, and proven recommendations that policymakers and regulators could take
action on today in order to make up for lost time.

Recommendation 1: Reduce transaction costs by amending the Canadian Payments Act to
give RPAA-regulated fintechs access to our national payment systems, such as Payments
Canada’s real-time rail.

➔ Fintechs regulated under the Retail Payment Activities Act, which the government tabled
in 2021, should be eligible under the Canadian Payments Act to access national

https://ibsintelligence.com/ibsi-news/innovate-finance-reports-2021-as-a-record-breaking-year-for-uk-fintech/
https://ibsintelligence.com/ibsi-news/innovate-finance-reports-2021-as-a-record-breaking-year-for-uk-fintech/
https://www.theglobalcity.uk/PositiveWebsite/media/Research-reports/CoL-Global-City-Factsheets-Fintech.pdf
https://www.theglobalcity.uk/PositiveWebsite/media/Research-reports/CoL-Global-City-Factsheets-Fintech.pdf
https://www.bis.org/publ/work838.pdf
https://www.bis.org/publ/work838.pdf


payment systems, including Payments Canada’s real-time rail, which is supposed to go
live in 2022.

➔ By being able to access the national payments infrastructure our economy runs on,
fintechs will be able to introduce new payments products and services, which can
compete with more expensive payment products and services.

➔ Study and learn from the experiences of other advanced economies, including but not
limited to the United Kingdom and Europe.

Recommendation 2: Create a more inclusive and equitable financial sector by amending the
Canadian Payments Act to make payment system governance more representative of the
needs of consumers and businesses.

➔ The 2014 changes to Canadian Payments Act went some way toward making the
governance of our national payment systems more aligned with the public interest,
including by giving it a majority-independent board. But the changes haven’t gone far
enough to empower Payments Canada to pursue the interests of Canadian consumers
and businesses.

➔ The latest public message from the chair of Payments Canada’s stakeholder advisory
council implies as much by calling for government intervention. The chair wrote that the
advisory council “would like to stress the importance of the Department of Finance, the
Bank of Canada and the government...to be seen as influencers of payments
modernization.”

➔ The federal government should amend the Canadian Payments Act to give Payments
Canada more independence from large, industry incumbents, whose interests don’t
always align with and can stymie Payments Canada’s pursuit of the public interest.

Recommendation 3: Put consumers and businesses in control of their financial data, as well as
the movement of their money, by implementing a consumer-directed finance framework.

➔ Give Canadians and businesses a data-mobility right, as was intended with the
government’s tabling of the Digital Charter Implementation Act

➔ Develop consumer-directed finance regulations that not only operationalize the right of
Canadian consumers and businesses to share their financial data, but also allows them
to authorize fintechs to move their money.

➔ Continue to consult with and seek insights from ecosystem leaders, including Paytechs
of Canada and its members, on an ongoing-basis.

https://www.payments.ca/sites/default/files/paymentscanada_2020annualreport_english_1.pdf

