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About the Toronto Financial Services Alliance (TFSA)
The Toronto Financial Services Alliance (TFSA) is a unique, public–private partnership
dedicated to growing the Toronto region’s financial services cluster and building it as a “top
ten” global financial services centre. Established in 2001, TFSA is a collaboration involving
three levels of government, the financial services industry and academia. Working
collaboratively with industry and government, we build international awareness of the
advantages offered by the Toronto region and we work with financial services companies from
around the world that are exploring business opportunities in Toronto. TFSA leads an
integrated strategy focussing on the areas of growth, international reputation, and
competitiveness.
The economic importance and global stature of Toronto and Ontario’s financial services sector
is demonstrated by facts such as:
•

Toronto is now the second largest financial centre by employment in North
America and Ontario ranks third for financial services in terms of GDP in
North America;

•

Financial services is Ontario’s second-largest major sector after manufacturing
based on output and the sector has continued to create jobs at a rate twice as fast
as the overall Ontario economy;

•

Since 2002, employment in Toronto’s financial services sector has grown by 34 per
cent while centres such as New York and Chicago have seen decreases of 6.6 per
cent and 10.3 per cent, respectively; and

•

The Banker publication currently ranks Toronto as the 6th most important global
financial centre.

The TFSA is a catalyst for collaboration between the public and private sectors. Our mandate
and reach provide us with a valuable perspective on the role the financial sector plays in
promoting economic growth and prosperity and a deep understanding of the critical success
factors for the industry. We look forward to continuing to work with the Government on many of
the issues outlined in this submission.
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Fostering a Strong Fiscal and Regulatory Environment
Strong public finances, balanced budgets, effective financial services regulation and a
competitive tax environment are all key elements in ensuring a vibrant Ontario economy. The
Ontario Government must ensure that these elements are a priority in developing public policy
that enhances economic growth and employment.
Fiscal Policy
As noted in last year’s report by the Auditor General of Ontario, the province’s debt burden has
critical implications for its public finances. Ontario’s net-debt-to-GDP ratio in 2013-14 was 38.6
per cent, second only to Quebec in Canada. As noted by the Auditor, a large debt load could
lead to:
•

debt-servicing costs reducing the availability of funds for other programs;

•

greater vulnerability to the impact of interest rate increases; and

•

potential credit-rating downgrades, which would likely increase borrowing costs.

Thus, the Ontario Government should adopt the Auditor’s recommendation to implement a
long-term debt-reduction plan.
In addition to debt reduction, a competitive tax system is also important for growth. Ontario has
made positive steps, such as the elimination of the capital tax and the harmonization of the
GST and corporate tax collection, but a return to previously announced corporate income tax
reductions should be implemented as soon as possible.
Regulation
Regulatory policy must ensure that the role of regulation in financial markets, and the
regulation of financial institutions, should also enhance economic efficiency and industry
growth as well as financial market stability and investor/consumer protection.
The TFSA supports recent policies enacted by the Ontario Government to create a more
effective regulatory environment such as the “Open for Business” initiative and the “Ontario
Regulatory Policy for Ministries.” The principles behind these policies, including the need to
periodically review the effectiveness of existing regulations before enacting new ones, should
also be applied to the regulation of financial services.
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The development of regulatory policy for financial services should follow the framework
outlined last year by the Ontario Securities Commission (OSC) in its statement of priorities:
“The OSC is committed to assessing the impacts of its proposed policy and operational
changes to try to ensure that any proposed regulation is proportionate and fit for purpose, does
not act as an unnecessary barrier to new firms entering the industry and does not constrain
innovation and growth. The OSC will improve its policy development process by completing a
regulatory impact analysis prior to initiating any proposed policy projects.”1
As noted in the OSC statement, the regulatory decision-making process should also include a
regulatory impact analysis and this analysis should include many elements recommended by
organizations such as the OECD. An effective regulatory impact analysis includes clear
definitions, identification, assessment, consultation, and design.2
Recommendations:
•

The Government of Ontario should adopt the Auditor General of Ontario’s
recommendation to develop a long-term debt reduction plan that is linked to the
province’s target of reducing its net-debt-to-GDP ratio to its pre-recession level of
27 per cent.

•

The Ontario Government should not alter the current corporate tax rates and
should return to previously scheduled tax reductions as soon as possible.

•

Regulatory policy must ensure that the role of regulation in financial markets, and
the regulation of financial institutions, should also enhance economic efficiency
and industry growth as well as financial market stability and investor/consumer
protection.

•

Similar to the existing “Ontario Regulatory Policy for Ministries,” the Government
of Ontario should consider a mandatory, periodic review of all financial services
regulations that significantly impact the competitiveness of the sector.

•

The regulatory decision-making process should include a regulatory impact
analysis.

1
2

Ontario Securities Commission, 2014-2015 Statement of Priorities
Building an Institutional Framework for Regulatory Impact Analysis (RIA): Guidance for Policy Makers, OECD (2008)
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Ontario Retirement Pension Plan
The Government of Ontario is developing a provincial public pension plan, called the Ontario
Retirement Pension Plan (ORPP), which will aim to supplement the existing and universal
Canada Pension Plan (CPP). It is critical that the ORPP is designed and implemented in a
manner that meets its objectives and benefits all Ontarians.
Individuals prepare and save for retirement in a variety of manners – from contributing to a
pension plan or an RRSP to investing in a business or paying down a mortgage. While a large
component of the population can rely on these savings to contribute to a healthy retirement
income, there is a certain segment of middle income Canadians, particularly those without a
workplace pension, who have been identified as not being adequately prepared for retirement.
Unfortunately, the currently proposed design elements of the ORPP do not target this segment
of individuals.
The current design elements of the ORPP do not recognize the important and complementary
role played by various private workplace retirement savings plans. For example, 2.4 million
Ontarians are members of Defined Contribution (DC) pension plans, Group Registered
Retirement Savings Plans (GRRSPs) and other workplace savings programs such as Deferred
Profit-Sharing Plans. Also, many more people will be offered pension plan opportunities
through the proposed Pooled Registered Pension Plans. Further, the average employee and
employer contribution for DC and Group RRSP plans is 9.5 and 8.3 per cent respectively.3
Employees that are provided with a comprehensive package of compensation and benefit
programs, such as generous DC and GRRSP plans, are not the identified segment of the
population that is in need of augmented retirement savings.
The current design structure for the ORPP would impact negatively on retirement savings, the
economy and the competitiveness of employers. The proposed design elements could:
•

Cause employers to scale down or eliminate existing pension/retirement savings
plans, resulting in a substantial displacement of savings out of other reliable existing
plans;

3

Canadian Life and Health Insurance Association
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•

Limit the healthy diversity and balance of retirement savings options already
available in the workplace and through quality advisory services; and

•

Reduce Ontarians’ ability and flexibility to save for other priorities according to their
individual needs.

The ORPP is expected to pose challenges for the economy and business, as noted by
organizations such as the Ontario Chamber of Commerce. The proposed design elements will
exacerbate these challenges.
In Canada, we have a world-class financial services sector - much of it based in Ontario whose high standards of prudence, financial stability and innovative product designs have
been recognized internationally.
It is in the interests of all Ontarians that we implement pension reforms that will increase
retirement savings, safeguard individual flexibility and choice, preserve the healthy balance
within our strong retirement savings system, and strengthen the competitiveness of Ontario’s
economy.
Recommendations:
•

The Government of Ontario should recognize the important and complementary
role of various pension options to help meet retirement savings. The definition of
a comparable plan, which is excluded from enrollment in the ORPP, should
include Defined-Contribution Plans, Group Registered Retirement Savings Plans,
Pooled Registered Pension Plans, and other capital accumulation plans.
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Partnering With the Sector to Develop Infrastructure
Current levels of total public investment in infrstructure fall shy of optimal levels and thus are
having a significant impact on the economy, competitiveness and our quality of life. It is
estimated that Canada’s infrastruture deficit could be between $350 and $400 billion4 and thus
governments should continue to expand on innovative ways to deliver and fund infrastructure.
The TFSA supports the Ontario Government’s efforts to provide long-term support for public
infrastructure, including its plan to invest $130 billion over the next 10 years. The TFSA also
supports the government’s utilization of Alternative Financing Procurement (AFP) or PublicPrivate Partnerships (P3s) in meeting Ontario’s significant infrastructure needs.
P3s are an attractive funding mechanism for long-term infrastructure projects such as
hospitals, airports, roads, bridges, water supply and waste water treatment as P3s have
significant benefits for both the economy and taxpayers. For example, from 2003 to 2012, it is
estimated that P3 projects created over $92 billion in total economic output, almost $10 billion
in cost savings, and $7.5 billion in tax revenue.5
The financial services sector is ideally positioned to not only invest in long-term projects but
also bring their expertise in terms of governance, innovation and execution to deliver projects
on time and within budget. For example, as noted by the Conference Board of Canada, “the
insurance industry, responsible for insuring the essential risks involved in any major
construction project, has begun to respond to the P3 model in innovative new ways. When
added up, the total coverage for all insurance policies on a given P3 project is up to two times
the amount of capital spent on the project.”6

4

PWC Building Canada’s Infrastructure. Shamshad Madhok
InterVISTAS Consulting. 10-Year Economic Impact Assessment of P3s in Canada (2003-12). Dec. 2013
6
Canada as a Global Leader: Delivering Value through Public-Private Partnerships at Home and Abroad. Conference Board of
Canada. August 2013
5
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It is also very important to recognize that Ontario and Toronto, which are home to agencies
such as Infrastructure Ontario, have become a global leader in developing these partnerships
in infrastructure. Ontario companies have developed leading expertise that has allowed them
to participate in and lead projects both in Canada and around the world, contributing to
Canada’s growing exports in professional services. Three of the world’s leading infrastructure
developers operate from offices in Toronto, along with two of the world’s major infrastructure
advisory firms, three of the world’s 50 biggest pension funds and two of the world’s 20 biggest
insurance companies.
Recommendations:
•

The Ontario Government, including the broader public sector, should explore
opportunities to expand the utilization of alternative financing
procurement/public-private partnerships to support the development of
infrastructure.

•

Ontario private-sector firms, and government agencies such as Infrastructure
Ontario (IO), are recognized as international leaders in leveraging private sector
expertise to deliver infrastructure. The Ontario Government should continue to
explore opportunities to globally leverage and market this experience and
expertise.
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Promoting New Specialized Areas
Ontario’s strong business climate and talented workforce have been critical assets in attracting
jobs and investment. However, the Toronto region finds itself operating in an increasingly
competitive market against other international financial centers. This increased competition,
combined with the relative maturity of the Canadian financial services market, has made it
imperative that we identify, develop, promote and grow new specialized areas of strength. In
addition to areas such as infrastructure financing, which was referenced earlier in the
submission, other key areas identified by TFSA include:
First Renminbi (RMB) Trading Hub for the Americas
The TFSA congratulates the federal and Ontario governments on achieving the agreement
with China to establish Canada as the first trading hub in the Americas for the Chinese
currency, the Renminbi (RMB). The TFSA is proud of its role in leading and supporting this
initiative. China is one of the world’s largest economies and Canada’s second largest trading
partner. This initiative will continue to raise Canada and Toronto’s stature as a global financial
centre, facilitate increased investment and trade, and strengthen Ontario and Canada’s
broader economic relationship with China.
Toronto as the Islamic Finance Hub for North America
Industry estimates predict that global Islamic finance assets will surpass a historic $2 trillion by
2015, which is more than a tenfold increase since 2002. Canada, Ontario, and specifically
Toronto, have the potential to take greater advantage of this trend as Canadian financial
institutions are involved in niche areas. For example, the Toronto Stock Exchange has an S&P
Shariah Index while Canadian insurers offer takaful (Islamic insurance) products and services
in jurisdictions such as Malaysia and Indonesia.
An exciting segment of the Islamic Finance market where there are opportunities for Canada
and Ontario is the global sukuk (Islamic bond) market. Global sukuk issuances are growing
substantially with very recent issuances by non-muslim jurisdictions such as the United
Kingdom, Hong-Kong, Luxembourg, Singapore, and South Africa. Goldman Sachs also issued
a sukuk in September 2014.
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Financial Services Technology
Toronto has the highest concentration of information and communications technology (ICT)
workers in financial services in Canada (49 percent of the total) and Toronto’s ICT cluster is
the third largest in North America in terms of the number of establishments. Toronto’s ICT
industry earns 16 percent of its sales from selling into the second largest financial services
cluster in North America. However, TFSA has identified a need to explore and develop the
Financial Technology or Fin-Tech Ecosystem that exists because of the proximity of these two
major clusters. This will enable TFSA and its partners to promote and grow this sub-sector
which will attract new investors, develop domestic champions and ensure that the region's
financial institutions embrace new technologies.
A recent example of that partnership and innovative collaboration is an agreement between the
TFSA and the Ontario Centres of Excellence (OCE). Among other things this agreement will
facilitate the connection between companies and institutions in Toronto’s financial services
cluster with Ontario's innovation ecosystem, including its academic community and technology
companies. The initiative will help position Ontario as a leader in fields such as cybersecurity
and strengthen its reputation as a technology hub.
Recommendation:
•

The Ontario Government should work with all levels of government and industry
to develop and market new specialized areas such as a RMB trading hub, Islamic
Finance, financial services technology, and infrastructure financing.
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