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September 23, 2026

Attention:

Artificial Intelligence and Data Act Directorate
Innovation, Science and Economic Development Canada
235 Queen Street

Ottawa, Ontario KIA OH5
AlConsultations-ConsultationsIA@ised-isde.gc.ca

Dear: Sir/Madam

RE: CONSULTATION ON ADVANCING Al TRANSPARENCY IN CANADA

The Forum Canadien des Marchés Financiers (FCMFi)/ Canadian Forum for Financial Markets (CFFiM) is
dedicated to advancing proposals that foster healthy, competitive financial markets and a resilient
Canadian economy.

We offer the below constructive analysis, as a solutions partner, to stimulate regulatory modernization
and inclusive growth for the economic competitiveness needed to meet the next decade’s challenges.

EXECUTIVE SUMMARY

The Forum Canadien des Marchés Financiers (FCMFi)/ Canadian Forum for Financial Markets (CFFiM)
continues to support an environment where the deployment of Al systems enhances investor
experiences, benefits market efficiency, and competition, and attracts capital to Canadian companies
developing Al systems, while responsibly addressing risks.

Canada should be the preferred destination for companies developing and bringing new technologies to
market. Financial services are extensively regulated, including transparency and incident reporting. Al use
does not create a regulatory gap. Fraud and agency should be addressed through existing laws.

Al is not a new feature of financial services. Market solutions continue to develop surrounding
transparency of Al content and interactions.

A. POLICY DEVELOPMENTS CONSISTENT WITH CFFIM RECOMMENDATIONS

The Forum Canadien des Marchés Financiers (FCMFi)/ Canadian Forum for Financial Markets (CFFiM)
acknowledges with appreciation its principal recommendations reflected in the Innovation, Science and
Economic Development Canada (ISED) Discussion Paper, Enhancing Trust in Artificial Intelligence (the
‘Discussion Paper”) and in particular, the Discussion Paper’s recognition that:

i) Current sectoral and other legal requirements applicable to artificial intelligence (Al) can be
adequately responsive to risks.!

Y Innovation, Science and Economic Development Canada, Enhancing Trust in Artificial Intelligence Through
Increased Transparency (Ottawa: Government of Canada, July 2026), 6-7, 16-19
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i) Interventions, if any, should be risk-based and proportionate.?

iii) Innovation and competitiveness also inform [transparency] requirements, which in turn, can
impose compliance costs and impede the useful deployment of Al .3

B. FINANCIAL SERVICES

CFFiM continues to support an environment where the deployment of Al systems enhances investor
experiences, benefits market efficiency, and competition, and attracts capital to Canadian companies
developing Al systems, while responsibly addressing risks.

In its continued support of the aforementioned principles and in response to the questions raised by ISED
through its Discussion Paper, the following considerations are provided:

a) Al is not a New Feature of Financial Services

Al is not new to financial services. Canadian financial institutions have been developing and using artificial
intelligence and machine-learning technologies for years. As early as 2018, the Bank of Canada reported
that financial-sector participants identified machine learning and artificial intelligence among the
innovations expected to have the largest impact on their activities and planned to devote significant
resources to their use.* By 2019, approximately 30% of federally regulated financial institutions were using
Al; increased to approximately 50% by 2023.> Al is now used across established financial activities,
including underwriting, claims management, credit adjudication, algorithmic trading, liquidity
management, fraud detection, cybersecurity and customer engagement.®

b) Competition

Canada should be the preferred destination for companies developing and bringing new technologies to
market. An overly restrictive approach risks discouraging firms from creating, adopting, and bringing to
market new Al technologies in Canada in favour of other countries with more flexible regulations. The
United States, for example, has made accelerated Al development and adoption an explicit economic and
national policy objective, cautioning against overburdening the use of Al activities, while continuing to

2 |bid, 5-6.

3 bid. 4, 10, 8-9, 37.

4 Bank of Canada, Financial System Review (June 2018), 19-20. The Bank reported that participants identified
“machine learning and artificial intelligence, big data and blockchain” as the financial innovations expected to have
the largest impact on their firms’ activities over the following three years. https://www.bankofcanada.ca/wp-
content/uploads/2018/06/fsr-june2018.pdf

5 Office of the Superintendent of Financial Institutions and Financial Consumer Agency of Canada, OSFI-FCAC Risk
Report: Al Uses and Risks at Federally Regulated Financial Institutions (September 24, 2024), sec. 1.2, “Use of Al at
Financial Institutions.” The report states that approximately 30 percent of financial institutions used Al in 2019 and
approximately 50 percent did so in 2023. https://www.osfi-bsif.gc.ca/en/about-osfi/reports-publications/osfi-fcac-
risk-report-ai-uses-risks-federally-regulated-financial-institutions

6 Office of the Superintendent of Financial Institutions and Financial Consumer Agency of Canada, OSFI-FCAC Risk
Report: Al Uses and Risks at Federally Regulated Financial Institutions (September 24, 2024), secs. 1.3, 2.2. The
report identifies Al use in pricing, underwriting, claims management, trading, investment decisions, and credit
adjudication, as well as fraud detection, cybersecurity, and customer engagement. https://www.osfi-
bsif.gc.ca/en/about-osfi/reports-publications/osfi-fcac-risk-report-ai-uses-risks-federally-regulated-financial-
institutions
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rely on the enforcement of applicable laws.’

Similarly, the existence of Al-specific requirements in another jurisdiction should not, by itself, establish
the need for equivalent Canadian regulation where Canadian regulation is sufficient.

c) Existing Law & Regulation

In general terms, CFFiM advises as follows with respect to the below sectors of financial services:

i) Capital Markets

Capital market specific law and regulation, as summarized by the Canadian Securities Administrators in its
most recent Al consultation (Notice 11-348) ® outlined the many requirements under securities laws and
regulation that apply to the use of Al systemes, illustrating how Canada’s extensive regulatory framework
addresses Al concerns including transparency and incident reporting

Notice and Consultation 11-348 properly acknowledges that:

a) Securities laws are technology-neutral and apply regardless of the technology being used to
conduct a given activity.

b) Securities legislation is, in many respects, principles-based and therefore allows for interpretation
to fit different ways of undertaking a given activity. Depending on the technology, different actions
may be necessary to meet the same requirements under securities law.

c) Itisthe activity being conducted, not the technology itself, that is regulated

ii) Banking and Insurance

The Office of the Superintendent of Financial Institutions (OSFI) and Financial Consumer Agency of Canada
(FCAC) have expressly recognized that existing technology-neutral regulatory frameworks address Al-
related concerns through consumer-protection requirements and model-risk, third party-risk,
cybersecurity, and operational-resilience regulation. ° OSFI has revised Guideline E-23 to expressly
encompass Al/ML models and address their governance, data, documentation, limitations, explainability,

7 The White House, Winning the Al Race: America’s Al Action Plan (Washington, DC: The White House, July 2025),
1-3.

Exec. Order No. 14409, “Promoting Advanced Artificial
Intelligence Innovation and Security,” 91 Fed. Reg. 34565, 34565—66 (June 5, 2026), §§ 1, 3(c), 4
https://www.whitehouse.gov/wp-content/uploads/2026/06/e0-14409.pdf
8 Canadian Securities Administrators, CSA Staff Notice and Consultation 11-348: Applicability of Canadian Securities
Laws and the Use of Artificial Intelligence Systems in Capital Markets (December 5, 2024),
https://www.osc.ca/sites/default/files/2024-12/csa_20241205_11-348_artificial-intelligence-systems-capital-
markets.pdf
9 Office of the Superintendent of Financial Institutions and Financial Consumer Agency of Canada, OSFI-FCAC Risk
Report: Al Uses and Risks at Federally Regulated Financial Institutions (September 24, 2024), “OSFI’s and FCAC's
Views on the Risks.”



https://www.whitehouse.gov/releases/2025/07/white-house-unveils-americas-ai-action-plan/?query-11-page=3&trk=article-ssr-frontend-pulse_little-text-block
https://www.whitehouse.gov/releases/2025/07/white-house-unveils-americas-ai-action-plan/?query-11-page=3&trk=article-ssr-frontend-pulse_little-text-block
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autonomy, deployment, monitoring and third-party use.’® OSFI’s Guideline B-10 further requires federally
regulated financial institutions to manage risks arising from all third-party arrangements and provides that
institutions retain accountability for activities, functions and services outsourced to third parties, which
are applicable to Al models, systems or services are supplied by external providers.!

Existing banking regulation also addresses customer-facing risks arising from Al. FCAC recognizes that
existing financial consumer protections apply to certain uses of Al, including requirements that banks
provide information in a manner that is “clear, simple, and not misleading.'? FCAC supervises compliance
with these requirements, including protections against unfair, deceptive, or abusive practices.’®

C. ADDITIONAL CONSIDERATIONS

i) Fraud

The use of Al changes the method of deception, not the legal character of the conduct. Canada's existing
fraud and identity-fraud offences apply to deceit, falsehood, and fraudulent personation regardless of the
technology used to produce them.*

i) Al Agents

Similarly, existing legal principles should be applied to the facts where questions arise concerning agency
and liability. Generally, regulated firms remain responsible for how Al is used and the accuracy of Al
outputs. In meeting their current regulatory requirements, firms can draw from their existing third-party
risk management processes to address third party Al applications.

iii)  Market Solutions

The Discussion Paper properly recognizes that technical and voluntary solutions are developing to address
concerns about the transparency of Al generated content and interactions. Many generative-Al
developers mark Al-generated content through hidden watermarks and provenance information
embedded in metadata. Industry participants have also developed technical specifications such as the
Coalition for Content Provenance and Authenticity’s (C2PA) specification for securely attaching
provenance information to digital content, while some digital platforms—including YouTube and Meta—

10 Office of the Superintendent of Financial Institutions, Guideline E-23: Model Risk Management (2027)
(September 11, 2025), 2—-4, 7-9, effective May 1, 2027. https://www.osfi-bsif.gc.ca/en/guidance/guidance-
library/third-party-risk-management-guideline

11 Office of the Superintendent of Financial Institutions, Guideline B-10: Third-Party Risk Management (April 30,
2023), principle 1 and outcomes 1-2, https://www.osfi-bsif.gc.ca/en/guidance/guidance-library/third-party-risk-
management-guideline

12 Financial Consumer Agency of Canada, “Artificial Intelligence in Banking,” October 16, 2025, under “Limitations
of Artificial Intelligence Protection in Canada.”

13 Financial Consumer Agency of Canada, “How FCAC Protects Financial Consumers,” July 21, 2025, under
“Supervising Financial Institutions.”

14 For example, Criminal Code, R.S.C. 1985, c. C-46, ss. 380(1)—(2), 403(1)—(2); Competition Act, R.S.C. 1985, c. C-34,
ss. 52, 74.01(1)(a).
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have adopted user-disclosure, detection, and labelling mechanisms for synthetic content. *® In addition,
deployers of Al chatbots or voice assistants typically provide some indication to users that they are
communicating with an Al system.® These technical, platform-based, and other market solutions continue
to evolve alongside the technology and should be taken into account before imposing additional
regulatory requirements.

D. CONCLUSION

The ISED has recognized that unnecessary/excessive disclosure can create disclosure fatigue, compliance
costs and other unintended effects in the development and deployment of Al. In financial services, existing
laws, regulations, and their resulting market practices should sufficiently address risk without additional
requirements at this time.

15 Innovation, Science and Economic Development Canada, Enhancing Trust in Artificial Intelligence Through
Increased Transparency (Ottawa: Government of Canada, July 2026), 8-9, “Market Responses.”
16 |bid., 10-11, “Market Responses.”




