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			Canada Banking System: A Comprehensive Look at Ranking, Classification, and Ownership
					
		
			
Canada banking system has a worldwide reputation for its efficiency and effectiveness. The country is now home to some of the world’s leading international banks. The excellent financial system of Canada is made possible through both sensible government policies, and the efforts of dedicated organizations. However, there are still many aspects of Canada banking that remain a mystery to the average person. In this article, we’ll explore the ins and outs of Canada’s banking system, from the history of banking in Canada to the different types of banks and financial institutions that operate in the country.
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Canada Banking: World’s Soundest Banking System




The banking system of Canada frequently receives international recognition and praise.




A leading independent financial organization named Canada the soundest banking system of all the world’s countries for six consecutive years, from 2007 to 2013.




In the rating of world banking systems, Canada bank ranking is prominently featured. TD, a Canadian bank, ranked number 11 by Brand Finance as one of the world’s strongest brands 2023. Another Canadian bank, RBC (Royal Bank of Canada), ranked 18.
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With around 18,000 ATMs in the whole country, Canada is third only to Macau and South Korea in the global proportion of ATMs. In Canada, there are 220.6 ATMs per 100,000 people. This points to greater convenience and safety afforded to bank customers.




On a visit to Canada, Barack Obama admitted that Canada’s management of its financial system was perhaps better than that of the United States. The Canada banking system was named “envy of the world” by both The Financial Times and The Guardian newspapers.
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During the financial crisis of 2007/2008, Canada did not suffer in the same way that many other countries did. As a result, the current ten largest banks in North America include four Canadian banks. Moody’s Investors Service has given AAA ratings to just seven banks in the world. Two of these are Canadian.




The Canadian Banking Structure




Canada has 88 banks in total, and 5,907 bank branches across the country. These are divided into two main categories. There are five national banks, which are commonly referred to as Canada’s “Big Five”. These are:





	Bank of Montreal (BMO; the oldest Canadian bank)
	Scotiabank
	CIBC
	Royal Bank of Canada (RBC)
	Toronto Dominion Bank (TD)














These Canadian banks are multinational financial conglomerates with a large division in Canada. Operations are from a parent company, rather than having the holding company structure of US banks.




The second-level banks of the banking sector are smaller in scale and are relative newcomers to Canada banking. Examples of these are Alterna Bank, Duo Bank, Laurentian Bank, Tangerine Bank, and VersaBank. NBC is also in this category, though it is sometimes considered to be part of the “Big Six” banks of Canada.
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Understanding Bank Ranking and Performance Metrics in Canada




The Canadian banking system is well-regulated, and banks are required to adhere to strict regulations and reporting requirements to ensure financial stability and protect consumers and investors. The top Canadian banks, including the Big Five, are evaluated by rating agencies like Moody’s, S&P, and Fitch.




These agencies use their own methodologies to rank the banks based on financial strength, creditworthiness, and stability, resulting in different rankings for each bank. It’s important to consider the methodology used by rating agencies and the specific factors evaluated when interpreting Canada bank ranking results.




Get informed about rating criteria and make educated financial decisions with our overview of bank ranking in Canada.




Classification of Banks




Second-tier organizations in the Canadian banking system include either domestic banks or foreign bank subsidiaries. There are also branches of foreign banks, which are not authorized to accept deposits unless they exceed $150,000.




There are 32 domestic banks in the Canada banking industry. Under the Canada Bank Act, these are classified as Schedule I banks. Such banks include Canadian Tire Bank, Haventree Bank, Motus Bank, and Toronto Dominion Bank.




Schedule II banks are subsidiaries of foreign banks, of which there are 24 in Canada. These include Bank of China, Citibank Canada, and J.P. Morgan Canada.




Schedule III banks are branches of foreign banks. There are 28 of these banks in Canada. They include Barclays Bank PLC, Deutsche Bank AG, and Mizuho Bank.




Routing Numbers in the Banking Industry




The bank codes used in Canada banking industry are known as routing numbers. These comprise eight or nine numerical digits. Routing numbers enable the easy identification of the bank and branch location that is associated with a bank account.













When routing numbers are used for paper financial documents, they consist of eight digits with a dash used after the fifth digit. They are also encoded with magnetic ink character recognition. When routing numbers are used for electronic funds transfers, nine digits written without a dash.





Payments Canada is the organization that regulates and controls directories of routing numbers for the financial system. It was named the Canadian Payments Association (2016) until June 2016.






In addition to providing authority on routing numbers, Payments Canada also holds other responsibilities in finance. On a national level, Payments Canada facilitates the clearing, settlement, and exchange of payments in the banking sector. The corporation also enables new payment systems and technologies in development. Read more about popular Canadian payment systems in this article, written with the help of experts from Online Casino Valley – Canada’s largest casino review website.




Canadian Bankers Association
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The Canadian Bankers Association (CBA) is one of the country’s oldest interest groups, dating back to 1891. It comprises a trade association and lobby group for representing Canadian banks. These include over 60 foreign and domestic banks that operate in Canada, with 275,000 employees. 







The CBA acts as a central contact for banks and banking issues, for governments and other organizations. It also works to encourage government policies that lead to a productive financial system in Canada.




Visit the Canadian Bankers Association page to learn more about the organization and their role in representing Canadian banks.




Banking Sector Owners




Initially, Schedule I banks were mainly publicly owned. 25 percent of shares could be owned by foreign investors and only 10 percent by a single foreign investor. The activities of a Schedule II bank were more restricted.




This was changed in 2001 to create three categories of the bank. Large banks holding over $5 billion in assets are required to maintain wide ownership. Up to 20 percent of voting shares and 30 percent of non-voting shares were allowed to be kept by individual owners.




Medium banks are those with between $1 billion and $5 billion in assets. These are permitted to have fewer investors, but a public float of 35 percent of voting shares is required.




It is common for Canadian banks to have ownership in other banks in Canada. For example, the largest shareholders of the Bank of Montreal are CIBC World Markets, Royal Bank of Canada, Scotiabank, TD Bank, and TD Asset Management. This trend can also be seen in the ownership of the other large banks.
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Of the largest 20 companies in Canada, eight are financial firms. Banks are big business in Canada, so popular equities to invest in are likely to be in banks and financial firms. Naturally, mutual funds will reflect this.




With a successful central banking system, Canada has enjoyed a prosperous economy in recent decades. A stable financial system attracts foreign investment and helps to build a strong global reputation. To take a Canada banking industry overview, in the future, Canada may grow into a nation renowned for banking and financial services, similar to Switzerland.
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