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30 Eglinton Avenue West, Suite 306
Mississauga    ON    L5R 3E7
				Tel: (905) 279-2727 
				Website: www.ifbc.ca


November 19, 2010

Jane Pearse
Director, Financial Institutions Division
Department of Finance
L’Esplanade Laurier
15th floor, East Tower
140 O’Connor Street
Ottawa, ON  K1A 0G5

Submitted by fax: 613-943-1334

Dear Ms Pearse:
Subject:  Request for comments on review of financial services legislation
Independent Financial Brokers of Canada (IFB) welcomes the opportunity to provide comments on the 2012 financial services legislative review and looks forward to providing more specific comments as regulatory changes or enhancements to this legislation are developed.
As background, IFB is a not-for-profit association established 25 years ago to provide a centralized voice and professional resource for advisors who have chosen to serve their clients as licensed, independent financial advisors.  Today, we proudly represent some 4,000 members across Canada.  
Our members are independent in that they are not employees or agents of a particular insurer but have the contractual capability to offer consumers a variety of financial products from various provider companies.  While most of our members are life insurance and/or mutual fund brokers, many hold other financial licenses in this industry, including mortgages, general insurance and securities, for example.  Therefore, changes which may affect the financial services industry and/or the distribution of these products are of great interest.
IFB promotes the professionalism of its members and enhances the protection of their clients by offering continuing education events several times per year in various locations in Canada, sponsoring a comprehensive errors and omissions insurance program for individual brokers and agencies, requiring adherence to a code of ethics and providing advocacy and compliance support.
With this background in mind, we offer the following comments.
At the outset, we agree with Minister Flaherty’s public comment that “Some fine-tuning to the system may be required, but wholesale change is not necessary”.  Many changes have already been implemented to help deal with the financial difficulties that arose in 2007 and which severely affected many national economies.  
Insurance sales through retail bank branches
We expect that banks will again recommend changes to federal financial institutions legislation, which includes the Bank Act, which will allow them to gain ground on selling insurance directly in their retail branches.  It remains our position that this is not in the best interests of consumers for reasons that have been well-documented in previous consultations.  Therefore, we will only briefly summarize our concerns, which have not changed.
Many Canadians are indebted to their bank for a mortgage, personal loan, business loan or use of a credit card.  While these are good and valid reasons to have entered into this relationship, risks arise when this creditor situation extends to the acquisition of personal life or health insurance.  In many instances, the individual will be required to divulge information of a personal, often sensitive nature, in order to meet the requirements of an insurance application.  Despite the ‘chinese wall’ argument often made by banks that such information will be kept private and separate, once insurance becomes directly sold – and customers need to be approved – at the local branch level, managing such conflicts of interest will be difficult to control.
In our view, the separation of retail banking from the sale of health and life insurance in branches is appropriate and works best to protect the privacy of consumer information.  It also reduces the potential for consumers to perceive there is pressure to acquire such insurance in order to have their loan or mortgage approved. 
In reality, banks can, and do, operate on a competitive basis with insurance brokers by selling insurance to the public over the internet and through their insurance subsidiaries.  Therefore, there is no need to incur the risks associated with selling these products directly from their retail bank branches.
In this matter, we recognize and thank this Finance Minister and the Finance Department for continuing to support this view.   
Financial literacy
We further support the federal government’s current initiatives aimed at promoting financial literacy for Canadians and recently through the establishment of the Task Force on Financial Literacy.  
IFB responded to the Task Force’s public consultation with recommendations that tools to promote a greater level of understanding of financial markets and products should be widely available and accessible to Canadians.  We also noted that a number of published, very creditable surveys found that many Canadians are more successful in meeting their financial goals if they work with a licensed financial advisor.  We hope that this government will bear in mind the many challenges that these financial advisors face to provide this service to clients in a sector which is already heavily-regulated.
The burden of regulation
We continue to voice our concern that the burden and cost of regulation in the financial services industry is making it increasingly difficult for smaller financial firms and advisors to survive, which ultimately harms their clients.  More and more small firms, particularly in the securities sector, are being sold and their advisors and clients integrated into large firms, or bank-operated dealerships.  
It is our position that this reduces the choices available to consumers and the accessibility of financial advice for many consumers who might not feel comfortable approaching such large firms for advice.  
The fundamental value that our members bring to their clients is their ability to help these clients save, prepare and provide for the future through a process of assessing and reassessing their financial needs as the client’s personal circumstances change.  They pride themselves in the personalized service they offer to clients and care should be taken that any changes to the financial services industry should recognize this value and not put these independent, licensed advisors at a competitive disadvantage.
We trust our comments will be helpful to you and look forward to commenting further as required.
Yours truly,
[image: John1]
John Whaley
Executive Director
Email: jaw@ifbc.ca
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