Emerging Opportunities
in Canada’s Lending
Landscape

The fintech movement, which has touched nearly every corner of the globe, is now setting its sights on
Canadian markets, where it is already creating a positive disruption to traditional ways of doing
business – one that presents some noteworthy opportunities for the lending sector.
Fintech and disruption are two sides of the same coin. By injecting new, innovative
technologies into the traditional financial services sector, fintech is changing the way
that financial institutions engage and interact with their customers.
– PWC
The Canadian market, however, is somewhat unique in that the big banks are still largely trusted by
customers. Keenly aware of this, fintechs in Canada are looking at ways to partner with these
established institutions while simultaneously competing with them.
According to Mukul Ahuja, a financial services and insurance strategist and AI leader at Deloitte,
“Canada is quite interesting in that it has followed the lead of what is happening globally, and it’s really
picked up steam. There are at least 1,000 fintech companies here, and every day there’s a new one
popping up.”
This fast-moving wave in Canada is fueled, in large part, by Canadians who are increasingly considering
alternative financing options over traditional bank offerings. Until now, consumers and businesses who
were unable to secure funding from the major banking players had few other options. But this,
combined with the visibility and trust Canada has built during the COVID-19 pandemic, is spurring
unprecedented growth and pushing the Canadian financial market to catch up with other major areas in
the industry.

TORONTO: CANADA’S FINTECH HUB
At the center of Canada’s fintech landscape lies the Toronto-Kitchener-Waterloo corridor. According to
Toronto Finance International in a 2019 report, the region is peppered with 194 startups and more than
20 incubators. It also shows a compound growth rate of 118%—putting it near the top of the global
stage. According to Deloitte, this hub accounts for 65-70% of Canada’s fintech, in part because it’s also
home to many large financial institutions.
Traditional lending institutions are not just competitors for fintech lending platforms, they are clients
and partners as well. As these platforms continue to gain momentum, the opportunity for banks to
integrate fintech technologies as new offerings to clients does too.
Juniper Research predicts that marketplace lending, fintech’s brightest star, will grow to become the
main channel for personal and Small & Medium-sized Enterprises (SMEs) loans. Its research urges
traditional banks to invest in improving experiences for their customers, including embracing
alternative lending for the opportunity it presents to acquire new customers.
Meanwhile, Deloitte expects that small business, student, and unsecured consumer asset classes will
move completely to digital platforms in the medium term, with other asset classes such as residential
mortgages and autos following at a slower pace.
ALTERNATIVE FINANCING ON THE RISE
Canadians are rapidly embracing marketplace—or peer-to-peer (P2P)—lending. A report by the
Cambridge Centre for Alternative Finance and the Ivey Business School at Western University showed
that market volume rose to $867.6M in 2017, up 159% from $334.5 million in 2016.
Predicted growth is attributed to a number of factors such as tighter credit standards by banks,
growing market demand for quick and accessible funding, and an expanding general awareness of
alternative financing.
According to State of Alternative Lending in Canada, a 2019 study conducted by Smarter Loans, many
alternative providers are receiving high marks from borrowers. Close to 70% of respondents indicated
they were well informed about the options available to them, the online application process was fast
and easy, borrowing from online lenders was safe, and lenders were transparent about their fees and
terms.

THE PROMISE OF PEER-TO-PEER LENDING
Because P2P lending emphasizes speed and transparency, it can provide investors and small
businesses with competitive—and often better—interest rates by streamlining traditional processes and
driving down administrative costs.
Globally, peer-to-peer is becoming an increasingly attractive option for both investors and borrowers,
evidenced by a dramatically rising volume of loans that “is predicted to come close to $1 trillion by
2025,” according to TechBullion. This bodes well for Canada’s growing market.
In an article for the National Crowdfunding & Fintech Association (NCFA Canada), Reza Jafer, head of
wealth management at Lending Loop, writes:
Peer-to-peer investments aim to provide access to an asset class that has been
traditionally held by financial institutions and it has reinvented how fixed-income
investments can help Canadians build their wealth. Today, peer-to-peer is still a nascent
concept in the Canadian market, but by 2030, I believe this will be the normal way of
investing or borrowing. Peer-to-peer is simply a reimagination of a process, whereby we
are democratizing lending and connecting Canadians with capital directly to Canadian
small businesses seeking it.
This trend isn’t surprising when you consider what makes P2P lending so unique and appealing. In
Canada, the key characteristics that set it apart from traditional fixed-income loans include:
- Low amount of capital needed to build diversified portfolios
- Potential for higher yields
- Direct impact on the success of Canadian businesses
It’s also lowering barriers to entry for new investors. On many platforms, the miminum loan amount is
as low as $25, and since investors typically fund only a portion of a P2P loan, they have the option to
spread out their total investment. By dispersing risk across multiple borrowers, investors can
potentially receive steady, attractive returns.
Considering that SMEs account for nearly 90% of the Canadian workforce, the shift to lending options
that support local businesses is not going away anytime soon. Because peer-to-peer lending provides
Canadians with a means to invest their money with local businesses and, in turn, support their home
communities, it represents a tangible, growing opportunity to invest with a conscious and purpose.

ABOUT VERVENT
The fastest growing servicer of loan and lease portfolios in the United States, Vervent sets the standard
for outperformance in complex service industries by delivering superior industry expertise, future-built
technology and omnichannel soutions that are built for speed. Our offerings, which include Loan and
Lease Servicing, Backup Servicing, Call Center Services and Third-Party Collections, empower
companies to accelerate business and drive compliance. Accelerate with us at 888.486.2509 or
Solutions@Vervent.com.
ABOUT FINITIVE
Headquartered in New York, Finitive is a financial technology platform providing institutional investors
with direct access to alternative lending investments. Through Finitive, institutional investors access a
multi-trillion-dollar market that encompasses a broad spectrum of non-bank lending sectors, including
specialty finance, online lending, marketplace lending, and private credit funds. Finitive’s originator
partners gain efficient access to a global network of investors who actively allocate to alternative
lending. Since its founding in August 2017, Finitive has facilitated over $2 billion in capital
commitments from its investor network. All regulated activities are conducted through North Capital
Private Securities, a registered broker-dealer and member FINRA/SIPC. For additional information,
please visit Finitive’s website at www.finitive.com.
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