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Tied Selling Activities

What you need to know
about coercive tied selling

NATIONAL

Why did we create this booklet?

THE BANK ACT REQUIRES BANKS TO INFORM CUSTOMERS IN
PLAIN LANGUAGE THAT COERCIVE TIED SELLING IS ILLEGAL.
To COMPLY WITH THE LAW, THE NATIONAL BANK HAS
CREATED THIS BOOKLET WHICH EXPLAINS:

m what coercive tied selling is,
m what coercive tied selling is not, and

m how to contact us if you have any questions, complaints
or concerns.

What is coercive tied selling?

Section 459.1 of the Bank Act prohibits banks from
practicing coercive tied selling. More specifically, it is
against the law for a bank to “impose undue pressure on,
or coerce, a person to obtain a product or service from
a particular person, including the bank and any of its
affiliates, as a condition for obtaining another product
or service from the bank”. Consequently, it is not allowed
for the National Bank to create a situation where you
are unduly pressured to buy a product or service that
you don’t want, from the bank or one of its affiliates, to
obtain another bank product or service.

The following two examples will help to explain coercive
tied selling and what is not allowed.

YOUR BANK’S MORTGAGE SPECIALIST TELLS YOU THAT
YOU QUALIFY FOR A HOME MORTGAGE. HOWEVER, YOU
ARE ALSO TOLD THAT THE BANK WILL APPROVE YOUR
MORTGAGE ONLY IF YOU TRANSFER YOUR INVESTMENTS TO
THE BANK OR ITS AFFILIATES. YOU WANT THE MORTGAGE,
BUT YOU DO NOT WANT TO MOVE YOUR INVESTMENTS.

YOUR BANK’S CREDIT OFFICER TELLS YOU THAT YOU
QUALIFY FOR A REGISTERED RETIREMENT SAVINGS PLAN
(RRSP) LOAN. HOWEVER, YOU ARE ALSO TOLD THAT
THE BANK WILL APPROVE THE LOAN ONLY IF YOU USE
THE MONEY TO BUY THE BANK’S MUTUAL FUNDS. YoU
WANT THE LOAN, BUT YOU WANT TO INVEST THE MONEY
SOMEWHERE ELSE.

Both of the above practices are against the law. If you
qualify for a product, a banking representative is not
allowed to pressure you unduly to buy another unwanted
product or service as a condition of obtaining the product
you want.

What is our commitment to you?

We expect all employees at the National Bank to comply
with the law by not practicing coercive tied selling. The
National Bank has informed its employees accordingly
in order to make sure that each employee complies
with this requirement. We urge you to let us know if you
believe that you have experienced coercive tied selling in
any dealings with us. You can find out how to contact us
at the end of this brochure.




What is not coercive tied selling?

Most businesses, including the National Bank, look for
tangible ways to show their interest in your business and
their appreciation for your loyalty. Sales practices, such
as preferential pricing and bundling of products and
services, offer potential and existing customers better
prices or more favourable terms. These practices should
not be confused with coercive tied selling, as defined by
the Bank Act. Many of these practices will be familiar to
you in your dealings with other businesses.

What is preferential pricing?

Preferential pricing means offering customers a better
price or rate on all or part of their business. For example, a
store offers a second product at a better price, e.g., “Buy
one and get the second at half price.” Similarly, a bank
may be able to offer you preferential pricing — a higher
interest rate on investments or a lower interest rate on
loans — if you use more of its products or services.

AFTER APPROVING YOUR APPLICATION FOR A HOME
MORTGAGE FROM THE BANK, YOUR BANK'S MORTGAGE
SPECIALIST TELLS YOU THAT THIS MORTGAGE WOULD
BE AVAILABLE AT A LOWER INTEREST RATE IF YOU
TRANSFERRED YOUR INVESTMENTS TO THE BANK OR ITS
AFFILIATES.

AFTER APPROVING YOUR APPLICATION FOR AN RRSP
LOAN, YOUR BANK’S CREDIT OFFICER OFFERS YOU A
LOWER INTEREST RATE IF YOU USE THE LOAN TO BUY THE
BANK’S MUTUAL FUNDS.

The opposite practices are acceptable. The approval of
your mortgage and RRSP loan is not conditional upon
your taking another bank product or service. Rather, you
are offered preferential pricing to encourage you to give
the bank more business.

What is bundling of products and services?

Products or services are often combined to give
consumers better prices, incentives or more favourable
terms. By linking or bundling their products or services,
businesses are often able to offer them to you at a lower
combined price than if you bought each product on its
own. For example, a fast-food chain advertises a meal
combination that includes a hamburger, fries and a soft
drink. The overall price is lower than if you bought the
three items separately.

Similarly, banks may offer you bundled financial services
or products so that you can take advantage of package
prices that are less than the sum of the individual items.

The following example will help to explain the bundling
of bank products and services.

YOU PLAN TO OPEN A BANK ACCOUNT THAT CHARGES
YOU FOR INDIVIDUAL TRANSACTIONS. THE BANKING
REPRESENTATIVE OFFERS YOU A PACKAGE OF SERVICES
THAT INCLUDES A COMPARABLE BANK ACCOUNT, A
CREDIT CARD WITH NO ANNUAL FEE AND A DISCOUNT ON
PURCHASING TRAVELLERS CHEQUES. THE TOTAL PRICE FOR
THE PACKAGE IS LESS THAN IF YOU BOUGHT EACH PART
OF THE PACKAGE SEPARATELY.

Bundling products in this way is permitted because you
have the choice of buying the items individually or as a
package.

How do we manage our credit risk?

To ensure the safety of their depositors, creditors and
shareholders, banks must carefully manage the risk
on the loans and credit cards they approve. Therefore,
the law allows us to impose certain requirements on
borrowers as a condition for granting a loan - but only to
the extent necessary for us to manage our risk.

The following example will help to explain how banks
manage such risk.

You APPLY FOR AN OPERATING LOAN FOR YOUR
BUSINESS. TO MANAGE THE RISK ASSOCIATED WITH THE
LOAN, YOUR BANK REQUIRES YOUR BUSINESS TO HAVE
AN OPERATING ACCOUNT WITH THE BANK AS A CONDITION
FOR OBTAINING THE LOAN.

The above example is legal and appropriate. Having
your company’s operating account at the bank allows
your bank to assess possible risks associated with your
company’s cash flow and manage the risk associated
with the loan.

At the National Bank, our requirements for borrowers will
be reasonable and consistent with our level of risk.

The complaint settlement process in a nutshell

All complaints:
Contact your Customer Service Manager where you
do business (in writing, in person or by telephone).

Complaint not settled to your satisfaction in the first
step:
= National Bank Mediation Department

(in writing or by telephone)

P.0. Box 93

Station Place d’Armes

Montreal, Quebec H2Y 3E9

Telephone: 1-888-955-6655

Fax: 1-877-866-1407 or 514-866-1407

* For complaints related to insurance, mutual funds or financial
planning, contact the Ombudsman for clients directly.

Complaint not settled to your satisfaction by the
National Bank Mediation Department:
= Office of the National Bank Ombudsman for clients
(in writing or by telephone)
P.0. Box 275
Montreal, Quebec H2Y 3G7
Telephone: 1-888-300-9004
Fax: 1-888-866-3399 or 514-866-3399
Website: www.nbc.ca.

Complaint not settled to your satisfaction by the
National Bank Ombudsman for clients.
= Ombudsman for Banking Services and Investments
(in writing or by telephone)
P.0.Box 5
Toronto, Ontario M5H 2Y4
Telephone: 1-888-451-4519
Fax: 1-888-422-2865
Website: www.obsi.ca
E-mail: ombudsman@obsi.ca

At all times

If you have a complaint regarding a possible breach of
federal consumer protection legislation or of provisions
of public commitments or voluntary codes of conduct
adhered to by the Bank, you can use the method of
communication that suits you best to contact:
= The Financial Consumer Agency of Canada

Mailing address:

Enterprise Building

427 Laurier Ave. West

6th Floor, Ottawa, ON K1R 1B9

Telephone: 1-866-461-3222

Website: www.fcac-acfc.gc.ca

E-mail: info@fcac-acfc.gc.ca



