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Banks First Quarter Overview  

First Quarter Earnings Increase 18% – Recovery Jump Starts – Blow-Out Quarter  

ROE: 19.0%; RRWA: 2.53%; Tier 1: 13.3% 

Retail and Wealth Earnings Increase 18% – Wealth Earnings Growth Accelerates 

Wholesale Earnings Decline 7% – High Underwriting and Advisory Fees 

Credit Trends Positive 

Earnings Growth 2011E: Increased to 20.9% 

Dividend Increases: Return to Dividend Growth Mode 

Remain Overweight 

B A N K  F I R S T  Q U A R T E R  E A R N I N G S  –  R E C O V E R Y  J U M P  S T A R T S  –  B L O W - O U T  

Q U A R T E R  –  R E I T E R A T E  O V E R W E I G H T  B A N K S  

Canadian banks produced a blow-out quarter, a record which jump started the earnings recovery cycle 
after 18 months of grinding through a credit overhang and a low-growth economic recovery. First quarter 
earnings increased 18% YOY and 23% sequentially, much higher than expected. RY produced the largest 
beat (see Exhibit 8), followed by TD, CM, NA, BNS, BMO, and CWB. 

RY’s beat was impressive at 26%, followed by TD, CM, and NA at 13%, 12%, and 10%, respectively. 
BMO’s and BNS’ beats were very modest at 2% and 3%, respectively. 

The bank group’s profitability was impressive, with return on equity of 19.0% and RRWA of 2.53%. ROE 
was the highest level since Q3/08 on high capital levels, with RRWA a record. TD led the group with 
RRWA of 3.06%, followed by CM at 2.89% and RY at 2.79%. 

Retail banking earnings remained very strong as a stable net interest margin and solid volume growth and 
controlled expenses continued to drive earnings. Wealth management earnings growth accelerated 
materially as higher asset levels and market activity provided very positive operating leverage. Wholesale 
earnings also rebounded due to high level of underwriting and advisory fees, with trading revenue a 
significant rebound from the weak last half of 2010.  

Trading revenue rebounded to $2.5 billion in the first quarter, significantly off lows of $1.2 billion and 
$2.0 billion in the third and fourth quarters of 2010, respectively, but below the first quarter 2010 level of 
$2.8 billion, and well below the record of $3.5 billion in Q1/09. 

Credit trends remained positive with lower impaired loan formations and lower loan loss provisions, 
although banks do not have the same leverage to declining loan loss provisions as in past cycles. 

Loan loss provisions declined to $1.5 billion or 0.46% of loans from $1.6 billion or 0.50% of loans in the 
previous quarter and $2.1 billion or 0.68% of loans a year earlier. 
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TD and BNS increased their common dividends this quarter by 8% and 6%, respectively; thus, dividend 
growth mode has returned. This follows increases by CWB, NA, and LB of 18%, 6.5%, and 8%, 
respectively, in the previous quarter. We expect RY and perhaps CM to increase their dividends in 2011, 
with further increases likely from CWB, NA, and LB. The bank group’s dividend payout ratio on our 2011 
earnings estimate is currently 43%, with the bank group’s target payout ratio generally in the 40% to 50% 
range with BMO’s high-end 55% and TD’s high-end 45%. We now have had two quarters of back-to-back 
dividend increases after two years of treading water. 

The banks’ capital levels remained strong, with a Tier 1 ratio of 13.3% versus 13.1% in the previous 
quarter and TCE/RWA of 10.2% versus 10.1% in the previous quarter. 

S H A R E  P R I C E  T A R G E T S  –  V A L U A T I O N  –  R E C O M M E N D A T I O N S  

Our one-year share price targets for BMO, BNS, NA, LB, and CWB were unchanged at $68, $72, $90, 
$65, and $38, respectively. We did, however, increase our one-year share price targets for TD to $105 
from $100, CM to $105 from $100, and RY to $75 from $65. 

Bank valuations, we believe, remain attractive, with a dividend yield of 3.6%, which is 2.0x standard 
deviations above its historical mean versus 10-year bond yields and 2.0x standard deviations above the 
mean versus AA Corporate bond yields.  

Bank P/E multiples are also attractive at 14.0x, 12.1x, and 10.8x trailing, 2011E, and 2012E, respectively. 

We expect dividend increases to continue to be a catalyst for bank share price appreciation. We believe 
that bank risk premiums will decline materially below historical levels as the industry returns to some 
normalcy post Basel III. We expect P/E multiples to expand to the 15x to 16x level. Our 12-month target 
prices are based on a 14.8x P/E multiple on our 2011 earnings estimates for total ROR of 27%. 

We reiterate our Overweight recommendation for the bank group. We reiterate our 1-SO rating on TD, 
RY, and CM. We maintain our 2-SP rating on BNS, NA, CWB, LB, and BMO.  

In general, we prefer banks that are able to generate capital the fastest (i.e., the highest) RRWA, which are 
TD, CM, and RY. 
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First Quarter Highlights 

First quarter operating earnings were strong, increasing 18% YOY and 23% QOQ. The main trends in the 
quarter were Domestic Banking earnings remaining strong, Wealth Management earnings growth 
accelerating, and a rebound in Wholesale earnings, driven by a high level of underwriting and advisory 
fees, and a significant rebound in trading revenue from the weak last half of 2010. 

RY, TD, CM, and NA beat consensus estimates by 26%, 13%, 12%, and 10%, respectively, with BNS and 
BMO modestly beating estimates by 3% and 2%, respectively. First quarter earnings were led by RY, CM, 
BNS, and BMO, with YOY growth of 23%, 19%, 17%, and 17%, respectively. NA and TD earnings 
growth were 16% and 9% YOY, respectively. 

D O M E S T I C  B A N K I N G  &  W E A L T H  M A N A G E M E N T  –  R E M A I N S  S T R O N G  

Domestic banking earnings, including wealth management, were strong at $4.4 billion, up 18% YOY. 
Earnings growth was led by NA and TD, each up 26%, followed by CM, up 23%. BMO, BNS, and RY retail 
earnings lagged the bank group with more moderate growth of 16%, 15%, and 12%, respectively, from a 
year earlier. 

W H O L E S A L E  B A N K I N G  E A R N I N G S  R E B O U N D  S E Q U E N T I A L L Y  

Wholesale earnings were $1.7 billion in the first quarter, declining 7% YOY but rebounding 37% from the 
previous quarter. Wholesale bank earnings rebounded from the previous quarter due mainly to high 
underwriting and advisory fees and a recovery in trading revenue. 

Wholesale earnings represented 27% of total earnings from operations in the quarter, with NA having the 
largest portion of its earnings coming from wholesale at 41%, followed by RY at 32%, BMO at 28%, BNS 
and CM at 23% each, and TD at 14%. 

T R A D I N G  R E V E N U E  C O N T I N U E S  T O  R E C O V E R  F R O M  W E A K  L A S T  H A L F  O F  2 0 1 0  

Trading revenue in the first quarter was $2.5 billion versus $2.8 billion a year earlier, although recovering 
from $2.0 billion in the previous quarter. Trading revenue in the first quarter was 10.2% of total revenue, 
up from the Q4/10 level of 8.8%, and below the five-year average of 9.7%.  

The trading strength indicator was highest for BNS at 100%, followed by BMO, CM, and RY at 98% 
each, NA at 89%, and TD at a bank group low of 75%. 

N E T  I N T E R E S T  M A R G I N  S T A B L E  

The bank group’s NIM declined 1 bp QOQ and 1 bp YOY to 1.90%. The retail NIM declined 2 bps QOQ 
and 6 bps YOY to 2.74%. 

C R E D I T  L O S S E S  D E C L I N E  

Loan loss provisions this quarter were $1.5 billion or 46 bps of loans, down 29% from $2.1 billion or 68 bps 
of loans from a year earlier, and down slightly from the previous quarter level of $1.6 billion or 50 bps of 
loans. LLPs for CM, RY, BNS, and BMO declined significantly from a year earlier by 42%, 32%, 28%, 
and 26%, respectively. TD and NA LLPs declined a more modest 20% and 9%, respectively, from a year 
earlier. We believe that LLPs peaked on a quarterly basis and on an annual basis in 2009. 
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TD recorded the highest LLP levels this quarter at 58 bps, followed by BMO at 56 bps, CM at  
45 bps, RY at 44 bps, BNS at 37 bps, with NA remaining the low of the group at 24 bps. 

Our 2011 LLP forecasts were essentially unchanged at $6,090 million or 45 bps of loans versus $6,040 million 
or 45 bps of loans. Our 2012 LLP forecasts were also stable at $5,380 or 38 bps of loans versus $5,440 million 
or 38 bps of loans. 

G R O S S  I M P A I R E D  L O A N  F O R M A T I O N S  

Gross impaired loan formations this quarter were $3.0 billion or 0.23% of loans, declining from 
$4.2 billion or 0.34% of loans a year earlier and from $3.6 billion or 0.28% of loans in the previous 
quarter. BMO, RY, TD, and CM formations declined sequentially by 39%, 27%, 15%, and 4%, 
respectively, with BNS flat from the previous quarter.  

G R O S S  I M P A I R E D  L O A N S  S T A B L E  

Gross impaired loans for the bank group were basically unchanged at $18.4 billion or 1.41% of loans from 
$18.3 billion in the previous quarter. 

C A P I T A L  R A T I O S  R E M A I N  S T R O N G  

The average Tier 1 capital ratio for the bank group was 13.3%, led by NA at 14.6%, followed by CM at 
14.3%, RY at 13.2%, BMO at 13.0%, TD at 12.7%, and BNS at 11.8%. Risk-weighted assets were 
essentially unchanged YOY and QOQ.  

P R O F I T A B I L I T Y  

Canadian bank profitability increased in the first quarter to 19.0% ROE for the group. CM and RY led the 
bank group with ROEs of 24.0% and 20.8%, respectively, while BMO lagged the group with an ROE of 
15.9%. Profitability on an RRWA basis was a record 2.53%, led by TD at 3.06%, followed by CM at 
2.89% and RY at 2.79%. BMO lags the bank group at 1.81%. 
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Bank Quarterly Earnings Performance 

Exhibit 1 

Bank Cash Operating Earnings Growth
Q1 1994 - Q1 2011
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Exhibit 2 

Bank Operating Earnings Growth
2006 - Q4 2011E
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Exhibit 3 

Bank Quarterly Earnings
1993 - Q1 2011
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Exhibit 4 

Bank Quarterly Earnings Momentum
2001 - Q1 2011
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Exhibit 5 

Banks Earnings Momentum 
 2005 - Q1 2011
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Exhibit 6 

Banks Earnings Momentum 
 2005 - Q1 2011
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First Quarter Earnings Highlights 

Exhibit 7: First Quarter Cash Operating Earnings 

First Quarter Q1/11

2011 2010 % Chg ROE RRWA Q4/10 QOQ 2010 2011E 2012E 09/10 10/11E 11E/12E

 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

BMO $1.32 $1.13 17% 15.9% 1.81% $1.26 5% $4.81 $5.30 $5.90 14.5% 10.2% 11.3%

BNS $1.09 $0.93 17% 19.0% 2.11% $0.99 10% $3.92 $4.45 $5.00 7.1% 13.5% 12.4%

CM $1.97 $1.65 19% 24.0% 2.89% $1.68 17% $6.45 $7.70 $8.50 9.7% 19.4% 10.4%

NA $1.80 $1.55 16% 19.0% 2.37% $1.63 10% $6.25 $7.00 $7.70 0.5% 12.0% 10.0%

RY $1.26 $1.03 23% 20.8% 2.79% $0.84 50% $3.70 $5.00 $5.50 -16.9% 35.1% 10.0%

TD $1.74 $1.60 9% 16.0% 3.06% $1.38 26% $5.77 $6.85 $7.65 7.9% 18.7% 11.7%

LB $1.27 $1.21 5% 11.6% 1.16% $1.24 3% $4.63 $5.00 $5.50 23.5% 8.0% 10.0%

CWB $0.54 $0.52 4% 16.3% 1.50% $0.48 13% $1.95 $2.20 $2.45 32.7% 12.8% 11.4%

BNK 538 457 18% 19.0% 2.53% 437 23% 1,776 2,148 2,386 1.4% 20.9% 11.1%

Source: Company reports; Scotia Capital estimates. Kevin R. Choquette, CFA

  Fiscal Year End  % Chg 

 

Exhibit 8: First Quarter Cash Operating Earnings Performance vs. Consensus 

Consensus Reported Beat % Momentum
BMO $1.30 $1.32 2% 6
BNS $1.06 $1.09 3% 5
CM $1.76 $1.97 12% 3
NA $1.63 $1.80 10% 4
RY $1.00 $1.26 26% 1
TD $1.54 $1.74 13% 2

Source: Company reports, IBES. Kevin R. Choquette, CFA  

 

Exhibit 9: Second Quarter Cash Operating Earnings Estimates 

Second Quarter Q2/11E

Reporting 2011E 2010 % Chg ROE RRWA Q1/11 QOQ 2010 2011E 2012E 09/10 10/11E 11E/12E

Dates (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) 

BMO 25-May $1.31 $1.28 2% 15.6% 1.84% $1.32 -1% $4.81 $5.30 $5.90 14.5% 10.2% 11.3%

BNS 31-May $1.10 $1.03 7% 19.3% 2.19% $1.09 1% $3.92 $4.45 $5.00 7.1% 13.5% 12.4%

CM 26-May $1.80 $1.46 23% 22.1% 2.72% $1.97 -9% $6.45 $7.70 $8.50 9.7% 19.4% 10.4%

NA 26-May $1.70 $1.50 13% 17.9% 2.30% $1.80 -6% $6.25 $7.00 $7.70 0.5% 12.0% 10.0%

RY 27-May $1.20 $0.96 25% 19.6% 2.73% $1.26 -5% $3.70 $5.00 $5.50 -16.9% 35.1% 10.0%

TD 26-May $1.65 $1.36 21% 15.5% 2.94% $1.74 -5% $5.77 $6.85 $7.65 7.9% 18.7% 11.7%

LB 2-Jun $1.16 $1.06 10% 10.8% 1.09% $1.27 -9% $4.63 $5.00 $5.50 23.5% 8.0% 10.0%

CWB 2-Jun $0.52 $0.47 11% 14.7% 1.34% $0.54 -4% $1.95 $2.20 $2.45 32.7% 12.8% 11.4%

BNK 521 446 17% 18.3% 2.54% 538 -3% 1,776 2,148 2,386 1.4% 20.9% 11.1%

Source: Company reports; Scotia Capital estimates. Kevin R. Choquette, CFA

  Fiscal Year End  % Chg 
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Exhibit 10: Condensed Income Statement 

Condensed Income Statement
First Quarter 2011, C$ Millions, except per share data

BMO BNS CM NA RY TD* BNK
(1) Net interest income $1,627 $2,371 $1,652 $577 $2,917 $3,252 $12,396
(2) Other Income $1,719 $1,825 $1,495 $633 $3,987 $2,259 $11,918
(3) Total Revenue $3,346 $4,196 $3,147 $1,210 $6,904 $5,511 $24,314

(4) Non-interest expenses $2,036 $2,260 $1,795 $706 $3,900 $2,997 $13,694

(5) Operating income $1,310 $1,936 $1,352 $504 $3,004 $2,514 $10,620

(6) Loan Loss provisions $248 $269 $209 $39 $334 $414 $1,513
(7) Net income before tax $1,062 $1,667 $1,143 $465 $2,670 $2,100 $9,107
(8) Income taxes $278 $474 $323 $153 $791 $512 $2,531
(9) Operating net income $784 $1,193 $820 $312 $1,879 $1,588 $6,576

(10) Preferred Shares $34 $51 $42 $16 $65 $49 $257
(11) Net Income to Common Shareholders $750 $1,142 $778 $296 $1,814 $1,539 $6,319
(12) Items of Note $0 $0 ($12) $0 $0 $65 $53
(13) Net income $750 $1,142 $766 $296 $1,814 $1,604 $6,372

(14) Operating EPS $1.32 $1.09 $1.97 $1.80 $1.26 $1.74
(15) Reported EPS $1.32 $1.09 $1.94 $1.80 $1.26 $1.82

(16) ROE - Operating 15.9% 19.0% 24.0% 19.0% 20.8% 16.0% 19.0%
(17) RRWA - Operating 1.81% 2.11% 2.89% 2.37% 2.79% 3.06% 2.53%

(18) ROE - Reported 15.9% 19.0% 23.5% 19.0% 20.8% 16.7% 19.1%
(19) RRWA - Reported 1.81% 2.11% 2.84% 2.37% 2.79% 3.20% 2.54%

(20) Revenue Mix
(21) Net-interest income** 45% 55% 49% 37% 38% 55% 47%
(22) Other Income 55% 45% 51% 63% 62% 45% 53%

(23) Expense Ratio 61% 54% 57% 58% 56% 54% 56%
(24) Operating Margin 39% 46% 43% 42% 44% 46% 44%
(25) LLPs % of Revenue 7% 6% 7% 3% 5% 8% 6%
(26) Items of Note % Operating NI 0% 0% -1% 0% 0% 4% 1%

* TD other income includes TD Ameritrade. ** Excludes impact of trading on NII.
Source: Company reports, Scotia Capital.  
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Exhibit 11: First Quarter Earnings Analysis 

First Quarter Earnings Analysis

C$ millions, as at January 31, 2011 BMO BNS CM NA RY TD BNK

(1) Recent Share Price (March 14, 2011) $61.98 $58.31 $82.25 $74.77 $60.05 $83.65
(2) Reported Cash EPS $1.32 $1.09 $1.94 $1.80 $1.26 $1.82

(3)     ROE 15.9% 19.0% 23.5% 19.0% 20.8% 16.7% 19.1%

(4)     RRWA 1.81% 2.11% 2.84% 2.37% 2.79% 3.20% 2.54%

(5) Items of Note
(6)     General Reserves
(7)     Structured Credit -$0.12
(8)     Capital Markets Writedowns $0.09
(9)     Capital Markets Add backs

(10)     Other $0.09 -$0.01
(11) Subtotal $0.00 $0.00 -$0.03 $0.00 $0.00 $0.08
(12) Operating Earnings $1.32 $1.09 $1.97 $1.80 $1.26 $1.74
(13)    ROE 15.9% 19.0% 24.0% 19.0% 20.8% 16.0% 19.0%
(14)    RRWA 1.81% 2.11% 2.89% 2.37% 2.79% 3.06% 2.53%

(15) Other Items
(16)   Securitization Net Income Impact* -$0.03 $0.04 $0.05 $0.00 -$0.02 $0.05
(17)   Security Gains $0.04 $0.02 $0.02 $0.11 -$0.01 $0.05
(18)   Other
(19)   Subtotal $0.01 $0.05 $0.08 $0.12 -$0.02 $0.09
(20) Underlying Earnings $1.31 $1.04 $1.89 $1.68 $1.28 $1.65
(21)    P/E 11.9x 14.2x 11.0x 11.2x 11.8x 12.8x
(22)    ROE 15.8% 18.1% 23.1% 17.8% 21.1% 15.1% 18.5%
(23)    RRWA 1.80% 2.00% 2.77% 2.23% 2.85% 2.90% 2.52%

(24) Current Loan Loss Provisions
(25)    Specific LLPs $248 $269 $209 $39 $334 $414 $1,513
(26)    % of loans 0.56% 0.37% 0.45% 0.24% 0.44% 0.58% 0.46%

(27) Loan Loss Provisions at 30 bps
(28)    Specific LLPs $133 $219 $139 $48 $226 $212 $977
(29)    % of loans 0.30% 0.30% 0.30% 0.30% 0.30% 0.30% 0.30%
(30)    Net Per Share Impact $0.12 $0.02 $0.10 -$0.05 $0.04 $0.14
(31) Underlying EPS with LLPs of 30 bps $1.44 $1.06 $2.00 $1.64 $1.32 $1.79
(32)    P/E 10.9x 13.8x 10.4x 11.5x 11.4x 11.8x
(33)    ROE 17.3% 18.5% 24.3% 17.3% 21.9% 16.4% 19.4%
(34)    RRWA 1.97% 2.04% 2.92% 2.17% 2.95% 3.15% 2.65%
* BNS Securitization Net Income Impact is estimated
Source: Scotia Capital estimates, Company Reports  
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Exhibit 12: Bank Quarterly Key Performance Measures  

First Quarter, 2011
LLPs LLPs LLPs Productivity 

ROE RRWA YOY QOQ YOY QOQ $ YOY bps Trading Capital Mkts Ratio YOY QOQ
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)

BMO 15.9% 1.81% 10.6% 3.6% -0.2% 2.6% $248 -26% 0.56% 98% 127% 60.8% 0.3% -1.5%
BNS 19.0% 2.11% 5.4% 4.6% -0.3% 0.1% $269 -28% 0.37% 100% 114% 53.9% 4.0% 0.1%
CM 24.0% 2.89% 4.2% 4.1% -4.6% 0.3% $209 -42% 0.45% 98% 130% 57.0% 0.8% -3.5%
NA 19.0% 2.37% 7.3% 4.7% -3.9% -1.0% $39 -9% 0.24% 89% 110% 58.3% -1.8% -1.5%
RY 20.8% 2.79% 9.2% 14.1% -1.2% -1.7% $334 -32% 0.44% 98% 138% 54.6% 5.0% 0.5%
TD 16.0% 3.06% 6.8% 5.9% 4.5% -0.3% $414 -20% 0.58% 75% 115% 55.0% 0.9% -5.0%

BNK 19.0% 2.53% 7.4% 7.2% -0.3% -0.1% $1,513 -29% 0.46% 94% 126% 55.7% 2.6% -1.7%

Net Interest Margin2 Retail Retail NIM Retail Productivity
% YOY QOQ $ YOY QOQ $ YOY QOQ NIM YOY QOQ % YOY

(15) (16) (17) (18) (19) (20) (21) (22) (23) (24) (25) (26) (27) (28)

BMO 1.67% 0.04% -0.10% $257 20.7% 19.5% $600 16.1% 9.1% 3.00% 0.05% 0.01% 56.3% -0.5%
BNS 1.91% 0.02% 0.02% $312 -19.2% 12.6% $722 15.3% 14.1% 2.45% -0.12% 0.00% 49.0% -0.7%
CM 1.97% -0.05% -0.09% $188 3.5% 174.4% $607 22.5% 7.7% 2.85% 0.00% -0.04% 58.7% 0.2%
NA 1.34% 0.04% 0.06% $137 -4.9% 11.4% $201 26.4% 11.0% 2.45% -0.07% -0.03% 60.5% -2.9%
RY 1.77% -0.09% -0.03% $614 7.2% 64.2% $1,263 12.1% 15.3% 2.78% -0.02% 0.03% 47.4% 5.3%
TD 2.31% 0.04% 0.11% $237 -36.3% 9.7% $1,038 26.4% 16.5% 2.82% -0.11% -0.09% 51.1% -1.3%

BNK 1.90% -0.01% -0.01% $1,745 -6.7% 37.0% $4,431 18.3% 13.2% 2.74% -0.06% -0.02% 52.0% 1.4%

$B YOY QOQ $B YOY QOQ $B YOY QOQ $B YOY QOQ O/S YOY
(29) (30) (31) (32) (33) (34) (35) (36) (37) (38) (39) (40) (41) (42)

BMO $98.6 0.2% -0.4% $176.9 4.3% 0.2% $105.3 8.9% 2.0% $38.4 11.9% 3.9% $21,825 -7.0%
BNS $130.8 4.7% 1.5% $292.2 5.9% 0.1% $182.0 9.1% -0.5% $25.9 18.7% 5.3% $16,882 0.7%
CM $113.4 1.9% 0.1% $185.3 2.9% 0.4% $138.8 2.2% -0.9% $50.8 13.5% 4.6% $55,695 13.0%
NA $34.6 1.5% 1.4% $64.5 7.4% 2.2% $36.6 8.5% 0.7% $12.9 10.0% 2.8% $11,387 13.6%
RY $161.6 3.7% 0.0% $301.4 4.2% 0.6% $220.6 7.3% 0.7% $110.3 10.8% 3.9% $42,976 0.1%
TD $251.9 8.9% 1.0% $282.9 7.8% 1.9% $186.2 9.3% 2.7% $67.1 12.2% 2.3% $50,957 8.0%

BNK $790.9 4.6% 0.6% $1,303 5.3% 0.8% $869 7.5% 0.8% $305.4 12.3% 3.7% $199,722 5.3%

Security Gains Tier 1 TCE/ CE/ Common Shares O/S
$ Per Share4 Per Share %EPS Capital YOY QOQ RWA RWA Equity Per Share YOY QOQ YOY

(43) (44) (45) (46) (47) (48) (49) (50) (51) (52) (53) (54) (55) (56)

BMO $680 $1.20 $0.04 3% 13.0% 0.49% -0.43% 10.3% 11.8% $19,422 $34.21 5.2% 0.4% 2.2%
BNS $1,164 $1.11 $0.02 2% 11.8% 0.62% 0.02% 9.8% 11.2% $24,106 $23.03 9.5% 1.5% 1.7%
CM $430 $1.09 $0.02 1% 14.3% 1.29% 0.38% 10.2% 12.2% $13,021 $32.98 10.3% 2.5% 2.2%
NA $150 $0.92 $0.11 6% 14.6% 2.13% 0.61% 10.3% 12.8% $6,299 $38.50 11.2% 2.4% 1.1%
RY $261 $0.18 ($0.01) -1% 13.2% 0.54% 0.16% 9.5% 13.8% $35,252 $24.75 7.1% 3.2% 0.3%
TD $215 $0.24 $0.05 3% 12.7% 1.22% 0.54% 11.4% 19.1% $38,129 $43.23 3.3% -2.4% 2.4%

BNK $2,900 13.3% 1.15% 0.21% 10.2% 13.7% $136,229

1Q1 revenue as % of average of 8 previous quarters. 2Excluding trading revenue
3Includes Wealth Management, excludes FirstCaribbean for CM- Assumed 20% profit margin. 4Pre-tax
Source: Scotia Capital; Company reports. Kevin R. Choquette, CFA

Strength Indicator1 Productivity Shift

Wholesale Earnings Cdn Retail NI3

Revenue Growth RWA Growth

Securitization

Book ValueTier 1 ShiftUnrealized 

Personal Deposits Loans & BAs Retail Loans Mutual Funds
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Exhibit 13: Canadian Banks – Quarterly Earnings Estimates 

Per share data in C$

Banks 2001 2002 2003 2004 2005 2006 2007 2008 2009 Q1A Q2A Q3A Q4A 2010 Q1A Q2E Q3E Q4E 2011E 2012E

Bank of Montreal O 2.68 2.91 3.59 4.43 4.50 5.09 5.73 4.70 4.20 1.13 1.28 1.14 1.26 4.81 1.32 1.31 1.33 1.34 5.30 5.90
R 2.66 2.83 3.59 4.57 4.79 5.23 4.18 3.83 3.14 1.13 1.28 1.14 1.26 1.32 1.31 1.33 1.34

Bank of Nova Scotia O 2.08 2.16 2.38 2.67 3.07 3.51 4.04 3.93 3.66 0.93 1.03 0.97 0.99 3.92 1.09 1.10 1.11 1.15 4.45 5.00
R 2.03 1.68 2.37 2.84 3.16 3.57 4.03 3.10 3.38 0.93 1.04 0.99 1.02 1.09 1.10 1.11 1.15

Canadian Imperial O 4.62 2.67 4.29 5.48 5.78 6.90 8.88 6.85 5.88 1.65 1.46 1.66 1.68 6.45 1.97 1.80 1.90 2.03 7.70 8.50
R 4.07 1.50 5.22 5.57 (0.44) 7.49 9.30 (6.15) 2.73 1.60 1.61 1.55 1.19 1.94 1.80 1.90 2.03

National Bank O 2.87 2.86 3.26 3.87 4.58 5.05 5.65 5.75 6.22 1.55 1.50 1.57 1.63 6.25 1.80 1.70 1.72 1.78 7.00 7.70
R 2.76 2.17 3.34 4.05 4.90 5.13 3.17 4.68 4.94 1.22 1.50 1.56 1.66 1.80 1.70 1.72 1.78

Royal Bank O 1.87 2.01 2.22 2.32 3.03 3.62 4.24 4.30 4.45 1.03 0.96 0.87 0.84 3.70 1.26 1.20 1.24 1.30 5.00 5.50
R 3.53 2.01 2.23 2.26 2.6 3.64 4.26 3.48 3.39 1.03 0.91 0.87 0.76 1.26 1.20 1.24 1.30

Toronto-Dominion Bank O 3.27 2.36 3.00 3.68 4.14 4.65 5.74 5.42 5.35 1.60 1.36 1.43 1.38 5.77 1.74 1.65 1.70 1.76 6.85 7.65
R 2.07 (0.25) 2.26 4.11 3.71 4.65 5.84 5.38 4.03 1.57 1.38 1.41 1.21 1.82 1.65 1.70 1.76

Laurentian Bank O 3.56 1.25 1.39 0.67 1.85 2.25 3.03 4.06 3.75 1.21 1.06 1.13 1.24 4.63 1.27 1.16 1.25 1.32 5.00 5.50
R 3.37 1.25 1.39 0.68 1.85 2.47 3.05 3.80 4.22 1.21 1.06 1.13 1.24 1.27 1.16 1.25 1.32

Canadian Western Bank O 0.59 0.54 0.67 0.75 0.87 1.12 1.46 1.60 1.47 0.52 0.47 0.48 0.48 1.95 0.54 0.52 0.56 0.58 2.20 2.45

R 0.57 0.54 0.67 0.75 0.87 1.13 1.44 1.58 1.47 0.52 0.47 0.59 0.48 0.54 0.52 0.56 0.58

TSX Bank Index O 961 877 1,066 1,236 1,431 1,655 1,947 1,807 1,727 457 446 436 437 1,776 538 521 537 562 2,148 2,386

Notes:  O - Cash operating earnings    R - Cash reported earnings
Quarterly numbers may not equal annual numbers due to rounding and modest shifts in shares outstanding.
Source:  Company reports; Scotia Capital estimates. Kevin R. Choquette, CFA

20112010
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Exhibit 14: Canadian Banks Quarterly Dividend Increase Announcements & Trends 

Annual Indicated Dividend BMO Chg BNS Chg CM Chg NA Chg RY Chg TD Chg BNK

1999 $0.94 $0.48 $1.20 $0.72 $0.54 $0.84
Q1 - 2000 $1.00 6.4% $1.32 10.0% $0.76 5.6%
Q2 $0.60 11.1%
Q3 $0.56 16.7% $1.00 19.0%
Q4 $0.66 10.0%
Q1 - 2001 $1.12 12.0% $0.62 10.7% $1.48 12.1% $0.84 10.5%
Q2 $0.72 9.1% $1.12 12.0%
Q3 $0.68 9.7%
Q4
Q1 - 2002 $1.20 7.1% $0.74 8.8% $1.64 10.8% $0.96 14.3% $0.76 5.6%
Q2
Q3 $0.80 5.3%
Q4 $0.80 8.1% $1.04 8.3%
Q1 - 2003 $1.32 10.0% $0.86 7.5%
Q2 $0.88 10.0% $1.12 7.7%
Q3 $1.40 6.1% $0.92 7.0% $1.28 14.3%
Q4 $1.00 13.6% $2.00 22.0% $1.32 17.9%
Q1 - 2004 $1.60 14.3% $1.04 13.0% $1.36 6.3%
Q2 $1.20 20.0% $2.40 20.0% $1.52 15.2%
Q3 $1.76 10.0% $1.44 5.9%
Q4 $1.28 6.7% $2.60 8.3% $1.68 10.5% $1.10 5.8%
Q1 - 2005 $1.84 4.5% $1.60 11.1%
Q2 $1.36 6.3% $2.72 4.6% $1.76 4.8% $1.22 10.9%
Q3 $1.96 6.5% $1.28 4.9% $1.68 5.0%
Q4 $1.44 5.9% $1.92 9.1%
Q1 - 2006 $2.12 8.2% $1.44 12.5% $1.76 4.8%
Q2 $2.48 17.0% $1.56 8.3% $2.80 2.9% $2.00 4.2%
Q3 $1.60 11.1% $1.92 9.1%
Q4 $2.60 4.8% $1.68 7.7% $2.16 8.0%
Q1 - 2007 $2.72 4.6% $3.08 10.0% $1.84 15.0% $2.12 10.4%
Q2 $1.80 7.1% $2.40 11.1%
Q3 $2.80 2.9% $3.48 13.0% $2.00 8.7% $2.28 7.5%
Q4 $1.88 4.4% $2.48 3.3%
Q1 - 2008 $2.36 3.5%
Q2 $1.96 4.3%
Q3 $2.44 3.4%
Q4
Q1 - 2009
Q2
Q3
Q4
Q1 - 2010
Q2
Q3
Q4 $2.64 6.5%
Q1 - 2011 $2.08 6.1% $2.64 8.2%

% Chg 2000 - Q1/11 198% 333% 190% 267% 270% 214% 245%

Dividend Growth 2007 7.7% 11.9% 24.3% 14.8% 25.0% 18.8% 17.1%
Dividend Growth 2008 0.0% 4.3% 0.0% 0.0% 0.0% 7.0% 1.9%
Dividend Growth 2009 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Dividend Growth 2010 0.0% 0.0% 0.0% 6.5% 0.0% 0.0% 1.1%
Dividend Growth 2011 0.0% 6.1% 0.0% 0.0% 0.0% 8.2% 2.4%

EPS - 2011E $5.30 $4.45 $7.70 $7.00 $5.00 $6.85

Payout Ratio* 53% 47% 45% 38% 40% 39% 43.1%

Target Payout Ratios 45% - 55% 40% - 50% 40% - 50% 40% - 50% 40% - 50% 35% - 45%

* Based on 2011E EPS. Note: Annual indicated dividend

Source: Company reports; Scotia Capital estimates. Kevin R. Choquette, CFA

Financial Crisis
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Exhibit 15: Canadian Banks Dividend Payout Ratios & Dividend Increase Potential 

Canadian Banks Dividend Payout Ratios & Dividend Increase Potential 

Div. Payout Div. Increase
Price Dividend Payout Ratios Target Range Potential 2011E

3/14/11 Ind. Yield 2010 2011E 2012E Mean1 Low Mid High Low Mid High
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

BMO $61.98 $2.80 4.5% 56% 53% 47% 44% 45% 50% 55% 0% 0% 4%
BNS $58.31 $2.08 3.6% 51% 47% 42% 39% 40% 45% 50% 0% 0% 7%
CM $82.25 $3.48 4.2% 51% 45% 41% 40% 40% 45% 50% 0% 0% 11%
NA $74.77 $2.64 3.5% 41% 38% 34% 43% 40% 45% 50% 6% 19% 33%
RY $60.05 $2.00 3.3% 51% 40% 36% 42% 40% 45% 50% 0% 13% 25%
TD $83.65 $2.64 3.2% 45% 39% 35% 38% 35% 40% 45% 0% 4% 17%
LB $50.97 $1.56 3.1% 33% 31% 28% 56% 40% 45% 50% 28% 44% 60%
CWB $30.39 $0.52 1.7% 26% 24% 21% 16% 25% 28% 30% 6% 16% 27%

BNK 25,243 904 3.6% 50% 43% 39% 40% 40% 45% 50% 1% 6% 16%
1 Historical mean from 1956 except for NA, LB, and CWB.

Source: Reuters; Company reports; Scotia Capital estimates. Kevin R. Choquette, CFA  
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Exhibit 16 

Bank Return on Common Equity vs. Financial Leverage 
1967 - 2012E
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Exhibit 17 

Return on Risk-Weighted Assets (RRWA) 
1967 - 2012E
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Note: Return on assets (ROA) prior to 1988, RWA w ere 90% of total assets in 1988 and 36% in 2010. Source: Company 
reports; Scotia Capital estimates.
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Exhibit 18 

Banks Return on Equity
 1999 - First Quarter 2011
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Exhibit 19 

Banks Return on Risk-Weighted Assets
1999 - First Quarter 2011
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Exhibit 20 

Canadian Banks Return on Equity
2005 - 2012E
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Source: Company reports; Scotia Capital estimates.

 

 

Exhibit 21 

Canadian Banks Return on Risk-Weighted Assets
2005 - 2012E
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Source: Company reports; Scotia Capital estimates.
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Exhibit 22 

Operating Return on Equity
First Quarter
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Source: Scotia Capital; company reports.

Exhibit 23 

Operating Return on Risk-Weighted Assets
First Quarter
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Exhibit 24 

Bank Return on Equity Momentum
Q1/11 vs. 5-Year Average
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Source: Company reports; Scotia Capital. Kevin R. Choquette, CFA

Exhibit 25 

Bank Return on Risk-Weighted Asset Momentum
Q1/11 vs. 5-Year Average
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Source: Company reports; Scotia Capital. Kevin R. Choquette, CFA
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Exhibit 26: ROE Performance 

ROE Performance
as at October 31, 2010

BMO BNS CM NA RY TD BNK
(1) 1-year 15.1% 18.4% 21.3% 17.7% 15.9% 13.7% 16.5%

(2) 2-year 14.3% 18.4% 21.1% 18.7% 18.2% 13.3% 17.0%

(3) 3-year 14.9% 19.4% 21.6% 19.2% 19.8% 14.2% 18.1%

(4) 5-year 16.7% 20.5% 23.7% 19.5% 21.6% 16.3% 19.8%
(5) 10-year 16.7% 19.3% 20.1% 18.1% 19.7% 16.9% 18.6%

(6) 20-year 16.3% 17.3% 16.0% 15.2% 17.1% 15.1% 16.4%

(7) 30-year 14.4% 16.0% 14.4% 13.5% 15.6% 15.6% 15.2%

(8) 43-year (since 1967) 14.4% 15.5% 14.1% 13.3% 15.3% 15.4% 15.0%
(9) 1984 - 1994 12.3% 13.2% 10.3% 11.8% 11.4% 13.7% 12.2%

(10) ROE Momentum
(11) ROE 2009 13.5% 18.5% 20.9% 19.6% 20.6% 12.9% 17.6%
(12) vs. 5-year -3.3% -2.0% -2.8% 0.2% -1.1% -3.4% -2.2%

(13) vs. 3-year -1.4% -1.0% -0.7% 0.5% 0.7% -1.3% -0.5%

(14) ROE 2010 15.1% 18.4% 21.3% 17.7% 15.9% 13.7% 16.5%
(15) vs. 5-year -1.7% -2.1% -2.4% -1.8% -5.7% -2.6% -3.3%

(16) vs. 3-year 0.2% -1.0% -0.3% -1.5% -3.9% -0.5% -1.6%

(17) vs. 1-year 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

(18) ROE Q1/11 15.9% 19.0% 24.0% 19.0% 20.8% 16.0% 19.0%
(19) vs. 5-year -0.8% -1.5% 0.3% -0.5% -0.8% -0.3% -0.8%

(20) vs. 3-year 1.0% -0.4% 2.4% -0.2% 1.0% 1.8% 0.9%

(21) vs. 1-year 0.8% 0.6% 2.7% 1.3% 4.9% 2.3% 2.5%

Source: Scotia Capital; Company reports. Kevin R. Choquette, CFA  

Exhibit 27: Return on Risk-Weighted Assets Performance 

Return on Risk-Weighted Assets Performance
as at October 31, 2010

BMO BNS CM NA RY TD BNK
(1) 1-year 1.65% 1.86% 2.24% 1.88% 2.11% 2.58% 2.12%

(2) 2-year 1.45% 1.71% 2.08% 1.80% 2.25% 2.43% 2.06%

(3) 3-year 1.40% 1.69% 2.08% 1.77% 2.22% 2.38% 2.03%

(4) 5-year 1.52% 1.79% 2.15% 1.81% 2.25% 2.49% 2.09%
(5) 10-year 1.45% 1.69% 1.75% 1.58% 2.00% 2.17% 1.85%

(6) RRWA Momentum
(7) RRWA 2009 1.26% 1.57% 1.91% 1.71% 2.40% 2.27% 2.00%
(8) vs. 5-year -0.26% -0.22% -0.24% -0.10% 0.16% -0.22% -0.09%

(9) vs. 3-year -0.14% -0.12% -0.17% -0.05% 0.18% -0.11% -0.03%

(10) RRWA 2010 1.65% 1.86% 2.24% 1.88% 2.11% 2.58% 2.12%
(11) vs. 5-year 0.13% 0.06% 0.09% 0.07% -0.14% 0.10% 0.02%

(12) vs. 3-year 0.25% 0.16% 0.16% 0.12% -0.12% 0.21% 0.09%

(13) vs. 1-year 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

(14) RRWA Q1/11 1.81% 2.11% 2.89% 2.37% 2.79% 3.06% 2.53%
(15) vs. 5-year 0.29% 0.31% 0.74% 0.56% 0.54% 0.57% 0.43%

(16) vs. 3-year 0.41% 0.41% 0.81% 0.60% 0.57% 0.68% 0.50%

(17) vs. 1-year 0.16% 0.25% 0.65% 0.49% 0.68% 0.47% 0.41%

Source: Scotia Capital; Company reports. Kevin R. Choquette, CFA  
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Exhibit 30: Canadian Banks Operating Return on Risk-Weighted Assets 

2011 Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO 1.16% 1.05% 1.29% 1.46% 1.51% 1.85% 1.61% 1.76% 1.81% 1.71% 1.29% 1.26% 1.65%

BNS 1.47% 1.66% 1.64% 1.55% 1.73% 2.00% 1.87% 1.91% 2.11% 1.93% 1.66% 1.57% 1.86%

CM 2.11% 1.86% 1.76% 1.84% 2.21% 2.11% 2.39% 2.45% 2.89% 2.49% 2.07% 1.91% 2.24%

NA 1.66% 1.76% 1.98% 1.54% 1.82% 1.94% 1.97% 2.09% 2.37% 1.88% 1.71% 1.71% 1.88%

RY 2.42% 2.10% 2.68% 2.45% 2.32% 2.23% 1.95% 1.85% 2.79% 2.32% 2.15% 2.40% 2.11%

TD 1.99% 1.95% 2.56% 2.63% 2.88% 2.57% 2.65% 2.47% 3.06% 2.84% 2.28% 2.27% 2.58%

BNK 1.83% 1.75% 2.04% 1.99% 2.12% 2.15% 2.06% 2.05% 2.53% 2.28% 1.96% 2.00% 2.12%

Source: Company reports, Scotia Capital. Kevin R. Choquette, CFA

2009 2010

 

Exhibit 29: Canadian Banks Reported Return on Common Equity 

2010 2011 Fiscal
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO 4.9% 8.4% 12.3% 14.2% 14.4% 16.6% 13.9% 15.3% 15.9% 14.4% 13.0% 10.0% 15.1%
BNS 17.2% 18.0% 18.3% 16.7% 17.8% 20.2% 18.5% 18.2% 19.0% 22.0% 20.3% 17.6% 18.7%
CM 4.2% -3.1% 14.9% 22.6% 21.8% 22.5% 20.1% 14.8% 23.5% 28.7% -19.4% 9.7% 19.8%
NA 4.7% 18.5% 22.1% 16.7% 14.3% 18.0% 17.7% 18.0% 19.0% 11.5% 16.4% 15.5% 17.0%
RY 14.5% 12.3% 19.4% 14.7% 17.5% 15.8% 14.3% 12.3% 20.8% 24.7% 18.3% 15.2% 15.0%
TD 9.7% 8.0% 11.1% 12.3% 15.3% 14.4% 13.3% 11.0% 16.7% 20.3% 14.3% 10.3% 13.5%

BNK 11.2% 10.5% 16.0% 15.4% 17.0% 17.2% 15.6% 14.1% 19.1% 22.1% 12.7% 13.3% 16.0%

Source: Company reports, Scotia Capital. Kevin R. Choquette, CFA

2009

 

 

Exhibit 28: Canadian Banks Operating Return on Common Equity 

2010 2011 Fiscal
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO 14.1% 12.4% 13.1% 14.2% 14.4% 16.6% 13.9% 15.3% 15.9% 20.0% 16.2% 13.5% 15.1%
BNS 19.1% 20.8% 19.5% 16.7% 17.8% 20.0% 18.1% 17.7% 19.0% 22.1% 21.5% 18.5% 18.4%
CM 21.6% 21.0% 19.5% 20.0% 22.5% 20.4% 21.5% 21.0% 24.0% 27.7% 22.6% 20.9% 21.3%
NA 19.3% 19.4% 22.2% 16.9% 18.1% 18.0% 17.8% 17.5% 19.0% 20.1% 20.2% 19.0% 17.7%
RY 22.9% 18.5% 22.4% 18.9% 18.0% 17.3% 14.8% 14.1% 20.8% 25.0% 23.0% 20.6% 15.9%
TD 12.2% 10.8% 14.1% 14.3% 15.5% 13.7% 13.6% 12.4% 16.0% 20.2% 16.0% 12.9% 13.7%

BNK 18.3% 16.8% 18.5% 16.9% 17.4% 17.2% 15.9% 15.5% 19.0% 23.0% 20.2% 17.6% 16.5%

Source: Company reports, Scotia Capital. Kevin R. Choquette, CFA

2009
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Exhibit 31: Return on Risk-Weighted Assets – Capital Generation 

Return on Risk-Weighted Assets (RRWA)
Capital Generation

First Quarter 2011

3.06%

1.16%

2.11%

2.37%

2.79%

1.81%

2.89%

1.50%

TD CM RY NA BNS BMO CWB LB

Source: Company reports; Scotia Capital. Kevin R. Choquette, CFA

Exhibit 32: P/E Multiple 2011E 

P/E Multiple 2011E
March 14, 2011

13.8x

10.2x

10.7x

13.1x

10.7x

12.2x
12.0x

11.7x

CWB BNS TD RY BMO CM NA LB

Source: Company reports; Scotia Capital estimates. Kevin R. Choquette, CFA
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Capital Levels 

Exhibit 34 

Bank Capital Ratios 
First Quarter 2011

13.0%

14.3%

13.3%13.2%
12.7%

14.6%

11.8%

10.3% 10.3% 10.2%10.2%

9.5%

11.4%

9.8%

BMO BNS CM NA RY TD BNK

Tier 1 Capital Tangible CE % RWA

Source: Company reports; Scotia Capital. Kevin R. Choquette, CFA

Exhibit 33 

Bank Capital Levels
 1967 - Q1 2011

CE % RWA

Tier 1 Ratio

CE % TA

TCE %RWA

TCE % TA
2%

4%

6%

8%

10%

12%

14%

67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11
Note: Basel II as at Q1/08
Source: Company reports; Scotia Capital.
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Exhibit 35 

Risk Weighted Asset Growth
1996 - Q1/11
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Exhibit 36 

Market at Risk Asset Growth
2000 - Q1/11

BNK
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Exhibit 37 

Market at Risk Assets
as a % of Risk Weighted Assets

1999 - Q1/11

BNK

3%

4%

5%

6%

7%

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: Company reports Kevin R. Choquette, CFA
 

Exhibit 38 

Market at Risk Assets
as a % of Risk Weighted Assets

1999 - Q1/11
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Source: Company reports
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Exhibit 39: Bank Capital Ratios 

 

Bank Capital Ratios
as at January 31, 2011

C$ Millions BMO BNS CM NA RY TD BNK
Tier 1 Capital
Preferred Shares $2,571 $3,975 $3,156 $1,089 $4,811 $3,944 $19,546
Innovative Tier 1 $2,137 $2,900 $1,599 $975 $3,319 $3,810 $14,740

Subtotal - Non-Equity $4,708 $6,875 $4,755 $2,064 $8,130 $7,754 $34,286
Net Equity Tier 1 $16,806 $18,535 $10,545 $5,140 $25,671 $17,630 $94,327
Tier 1 Capital $21,514 $25,410 $15,300 $7,204 $33,801 $25,384 $128,613
Other deductions $726 $2,750 $641 $189 $1,067 $3,848 $9,221
Adjusted Tier 1 $22,240 $28,160 $15,941 $7,393 $34,868 $29,232 $137,834
Risk-weighted assets (RWA) $165,287 $215,300 $106,986 $49,339 $256,009 $199,235 $992,156

Tier 1 Capital Ratio 13.0% 11.8% 14.3% 14.6% 13.2% 12.7% 13.3%

Tier 1 Components
Preferred Shares 11.6% 14.1% 19.8% 14.7% 13.8% 13.5% 14.2%
Innovative Tier 1 9.6% 10.3% 10.0% 13.2% 9.5% 13.0% 10.7%

Subtotal - Non-Equity 21.2% 24.4% 29.8% 27.9% 23.3% 26.5% 24.9%
Net Equity 78.8% 75.6% 70.2% 72.1% 76.7% 73.5% 75.1%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Common Equity (CE) $19,422 $24,106 $13,021 $6,299 $35,252 $38,129 $136,229
Goodwill, Intangibles & Minority Interest $2,398 $2,978 $2,076 $1,217 $10,943 $15,446 $35,058
Tangible Common Equity (TCE) $17,024 $21,128 $10,945 $5,082 $24,309 $22,683 $101,171
CE % RWA 11.8% 11.2% 12.2% 12.8% 13.8% 19.1% 13.7%
TCE % RWA 10.3% 9.8% 10.2% 10.3% 9.5% 11.4% 10.2%
Total Assets (TA) $413,244 $541,268 $363,219 $152,508 $721,110 $616,368 $2,807,717
CE % TA 4.7% 4.5% 3.6% 4.1% 4.9% 6.2% 4.9%
TCE % TA 4.1% 3.9% 3.0% 3.3% 3.4% 3.7% 3.6%
RWA % TA 40.0% 39.8% 29.5% 32.4% 35.5% 32.3% 35.3%

Source: Company reports, Scotia Capital.  
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 28 Exhibit 40 

Tangible Common Equity
as at January 31, 2011

Share Price TCE % TCE %  MV/  MV/ Return on

14-Mar-11 $ per share $ per share % BV $ per share RWA1 RWA2 TCE CE TCE*

$M (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

BMO $61.98 $19,422 $34.21 $2,420 $4.26 12% $17,002 $29.95 10.3% 10.3% 207% 181% 18.4%
BNS $58.31 $24,106 $23.03 $3,611 $3.45 15% $20,495 $19.58 9.8% 9.5% 298% 253% 23.3%
CM $82.25 $13,021 $32.98 $2,239 $5.67 17% $10,782 $27.31 10.2% 10.1% 301% 249% 30.0%
NA $74.77 $6,299 $38.50 $1,244 $7.60 20% $5,055 $30.90 10.3% 10.2% 242% 194% 24.7%
RY $60.05 $35,252 $24.75 $11,295 $7.92 32% $23,957 $16.83 9.5% 9.4% 357% 243% 31.4%
TD $83.65 $38,129 $43.23 $15,446 $17.49 40% $22,683 $25.74 11.4% 11.4% 325% 193% 29.1%

BNK $136,229 $36,255 27% $99,974 10.2% 10.1% 26.5%
1 Common equity (excluding AOCI for AFS) less goodwill and intangibles. 2 Common equity (includes AOCI) less goodwill and intangibles.

* Reported
Source: Company reports; Scotia Capital.

Goodwill & IntangiblesCommon Equity Tangible Common Equity
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Exhibit 41 

Canadian Bank Business Segment Mix 
First Quarter 2011
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46%

17%

16%
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13%
12% 11%

28%

23%

23%
41% 32%

14%

25%

3%
20%

49% 55%64%
53%

2%5%

BMO BNS CM* NA RY TD**
Domestic Retail Banking Wealth Management

Wholesale Banking U.S. & International

* Wealth Management estimated.** Wealth Management includes TD Ameritrade. 
Note: Excludes Corporate & Other Segment.    Source: Company reports, Scotia Capital.

 

Segmented Earnings 

 

 

Exhibit 42 

Canadian Banks Earnings Mix
as  at January 31, 2011

BMO BNS CM NA* RY TD** BNK

Canadian Retail 49% 36% 64% 46% 46% 55% 49%
Wealth Managem ent 17% 16% 10% 13% 12% 11% 13%
Sub-total 66% 52% 74% 59% 58% 66% 63%
Insurance 8% 8%
Retail/ Wealth/Insurance 66% 52% 74% 59% 66% 66% 64%
US & International 5% 25% 3% 2% 20% 11%
Wholesale 28% 23% 23% 41% 32% 14% 27%

Total 100% 100% 100% 100% 100% 100% 100%

Note: earnings  m ix is  based on earnings  from  operations  excluding corporate & other segm ent.
* Security gains  represent 6% of earnings  included in wholesale.
** TD Am eritrade included in Wealth Managem ent, represents  3%.
Source: Com pany reports , Scotia Capital.  
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Exhibit 44: Canadian Banks Domestic Banking Earnings 

2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO $318 $344 $368 $403 $405 $394 $427 $420 $445 $1,210 $1,156 $1,433 $1,646

% of Earnings 54% 65% 61% 62% 61% 52% 63% 56% 57% 41% 47% 60% 58%
YOY Growth 22% 14% 24% 35% 27% 15% 16% 4% 10% 5% -4% 24% 15%

BNS1 $339 $325 $389 $378 $440 $457 $443 $448 $503 $1,108 $1,331 $1,431 $1,788

% of Earnings 36% 32% 39% 41% 44% 41% 42% 41% 42% 27% 33% 37% 42%
YOY Growth 22% 0% 8% 3% 30% 41% 14% 18% 14% 12% 20% 8% 25%

CM2 $498 $381 $341 $386 $434 $398 $516 $497 $524 $1,844 $1,900 $1,607 $1,846

% of Earnings 74% 65% 60% 66% 64% 65% 75% 71% 64% 59% 71% 67% 69%
YOY Growth -9% -12% -23% -19% -13% 4% 51% 29% 21% 27% 3% -15% 15%

NA $137 $117 $126 $111 $136 $136 $159 $147 $157 $473 $504 $491 $578

% of Earnings 54% 45% 42% 46% 51% 52% 58% 52% 50% 51% 53% 46% 53%
YOY Growth 3% 1% -5% -9% -1% 16% 26% 32% 15% 6% 7% -3% 18%

RY $810 $695 $838 $822 $896 $848 $919 $908 $1,027 $2,804 $3,138 $3,165 $3,571

% of Earnings 47% 48% 47% 52% 58% 59% 70% 71% 55% 50% 54% 49% 64%
YOY Growth 6% -2% -1% 0% 11% 22% 10% 10% 15% 15% 12% 1% 13%

TD $584 $589 $677 $622 $720 $761 $841 $773 $905 $2,253 $2,424 $2,472 $3,095

% of Earnings 54% 58% 52% 48% 50% 62% 64% 61% 57% 54% 58% 52% 59%
YOY Growth -2% 1% 5% 4% 23% 29% 24% 24% 26% 15% 8% 2% 25%

BNK $2,686 $2,451 $2,740 $2,723 $3,031 $2,994 $3,305 $3,193 $3,561 $9,691 $10,453 $10,599 $12,524

% of Earnings 51% 51% 49% 52% 54% 55% 62% 60% 54% 46% 52% 51% 58%
YOY Growth 4% -1% 1% 1% 13% 22% 21% 17% 17% 15% 8% 1% 18%

1 BNS estimated prior to Q1/10. 2 CM excludes First Caribbean earnings estimated using 20% after-tax margin on reported revenue

Source: Company reports, Scotia Capital.

2009

 

Exhibit 43: Canadian Banks Domestic Banking & Wealth Management Earnings 

2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO $398 $417 $483 $510 $517 $511 $534 $550 $600 $1,688 $1,605 $1,808 $2,112

% of Earnings 67% 79% 80% 78% 78% 68% 79% 74% 77% 57% 65% 76% 74%
YOY Growth 6% 0% 16% 29% 30% 23% 11% 8% 16% 12% -5% 13% 17%

BNS $498 $476 $559 $558 $626 $659 $667 $633 $722 $1,665 $1,937 $2,091 $2,585

% of Earnings 53% 46% 55% 61% 62% 60% 63% 58% 61% 41% 48% 54% 61%
YOY Growth 16% 0% 8% 8% 26% 38% 19% 13% 15% 14% 16% 8% 24%

CM1 $547 $426 $397 $442 $496 $459 $577 $564 $607 $2,189 $2,199 $1,812 $2,095

% of Earnings 81% 72% 70% 76% 73% 75% 84% 80% 74% 69% 83% 75% 78%
YOY Growth -13% -16% -23% -19% -9% 8% 45% 28% 23% 23% 0% -18% 16%

NA $168 $147 $152 $137 $159 $165 $188 $181 $201 $644 $657 $604 $693

% of Earnings 66% 56% 50% 56% 59% 63% 69% 64% 64% 69% 69% 57% 64%
YOY Growth -2% -5% -7% -18% -5% 12% 24% 32% 26% 10% 2% -8% 15%

RY $950 $834 $1,017 $995 $1,127 $1,012 $1,116 $1,095 $1,263 $3,588 $3,877 $3,796 $4,350

% of Earnings 55% 58% 57% 63% 73% 70% 85% 86% 67% 65% 67% 58% 78%
YOY Growth 0% -7% -3% 1% 19% 21% 10% 10% 12% 17% 8% -2% 15%

TD2 $659 $667 $772 $719 $821 $872 $958 $891 $1,038 $2,754 $2,904 $2,817 $3,542

% of Earnings 60% 66% 59% 55% 57% 71% 73% 71% 65% 66% 69% 60% 68%
YOY Growth -9% -4% 0% 1% 25% 31% 24% 24% 26% 16% 5% -3% 26%

BNK $3,220 $2,967 $3,380 $3,361 $3,746 $3,678 $4,040 $3,914 $4,431 $12,528 $13,179 $12,928 $15,377

% of Earnings 61% 61% 61% 64% 67% 68% 76% 73% 67% 60% 66% 62% 71%
YOY Growth -2% -6% -2% 1% 16% 24% 20% 16% 18% 16% 5% -2% 19%

1 CM Excludes First Caribbean earnings estimated using 20% after-tax margin on reported revenue. 2 TD Ameritrade included in U.S. & International.

Source: Company reports, Scotia Capital.

2009
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Exhibit 46: Canadian Banks Wholesale Banking Earnings 

2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO1 $463 $267 $309 $260 $213 $259 $130 $215 $257 $1,068 $906 $1,299 $817

% of Earnings 78% 51% 51% 40% 32% 34% 19% 29% 33% 36% 37% 55% 29%
YOY Growth 82% 110% 19% -2% -54% -3% -58% -17% 21% 24% n.a. 43% -37%

BNS $325 $373 $467 $358 $386 $384 $296 $277 $312 $1,187 $1,177 $1,523 $1,343

% of Earnings 34% 36% 46% 39% 38% 35% 28% 26% 26% 29% 29% 39% 32%
YOY Growth 19% 46% 57% 2% 19% 3% -37% -23% -19% 13% -1% 29% -12%

CM $148 $231 $185 $132 $181 $134 $123 $68 $188 $745 $284 $696 $507

% of Earnings 22% 39% 33% 23% 27% 22% 18% 10% 23% 24% 11% 29% 19%
YOY Growth 169% 188% 140% 84% 23% -42% -33% -48% 3% 23% -62% 145% -27%

NA $74 $122 $170 $146 $144 $121 $94 $123 $137 $351 $330 $512 $482

% of Earnings 29% 47% 56% 60% 54% 46% 34% 44% 44% 38% 35% 48% 44%
YOY Growth 3% 49% 57% 115% 95% -1% -45% -16% -5% 15% -6% 55% -6%

RY $713 $559 $622 $572 $573 $503 $202 $374 $614 $1,453 $1,620 $2,466 $1,652

% of Earnings 41% 39% 35% 36% 37% 35% 15% 29% 33% 26% 28% 38% 30%
YOY Growth 45% 80% 50% 42% -20% -10% -68% -35% 7% 11% 11% 52% -33%

TD $265 $173 $327 $372 $372 $220 $179 $216 $237 $824 $480 $1,137 $987

% of Earnings 24% 17% 25% 28% 26% 18% 14% 17% 15% 20% 11% 24% 19%
YOY Growth 63% 86% 221% 205% 40% 27% -45% -42% -36% 24% -42% 137% -13%

BNK $1,988 $1,725 $2,080 $1,840 $1,869 $1,621 $1,024 $1,273 $1,745 $5,628 $4,797 $7,633 $5,788

% of Earnings 38% 36% 37% 35% 33% 30% 19% 24% 27% 27% 24% 36% 27%
YOY Growth 52% 82% 65% 44% -6% -6% -51% -31% -7% 17% -15% 59% -24%

1 BMO restatement of U.S. commercial banking business to Q1/08, therefore YOY grow th in 2008 is n.a.

Source: Company reports, Scotia Capital.

2009

Exhibit 45: Canadian Banks Wealth Management Earnings 

2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO $80 $73 $115 $107 $112 $117 $107 $130 $155 $478 $449 $375 $466

% of Earnings 14% 14% 19% 16% 17% 16% 16% 17% 20% 16% 18% 16% 16%
YOY Growth -31% -37% -3% 9% 40% 60% -7% 21% 38% 33% -6% -16% 24%

BNS1 $159 $151 $169 $180 $186 $202 $224 $185 $219 $557 $606 $660 $797

% of Earnings 17% 15% 17% 20% 19% 18% 21% 17% 18% 14% 15% 17% 19%
YOY Growth 6% 0% 10% 19% 17% 34% 32% 3% 18% 18% 9% 9% 21%

CM $49 $45 $56 $56 $62 $61 $60 $66 $83 $345 $299 $205 $249

% of Earnings 7% 8% 10% 10% 9% 10% 9% 9% 10% 11% 11% 9% 9%
YOY Growth -40% -41% -26% -18% 26% 35% 8% 20% 35% 6% -13% -31% 21%

NA $31 $30 $26 $26 $23 $29 $29 $34 $44 $171 $153 $113 $115

% of Earnings 12% 11% 9% 11% 9% 11% 11% 12% 14% 18% 16% 11% 11%
YOY Growth -21% -21% -16% -42% -26% -3% 12% 31% 91% 20% -11% -26% 2%

RY $140 $139 $179 $173 $231 $164 $197 $187 $236 $784 $739 $631 $779

% of Earnings 8% 10% 10% 11% 15% 11% 15% 15% 13% 14% 13% 10% 14%
YOY Growth -25% -25% -11% 4% 65% 18% 10% 8% 2% 26% -6% -15% 23%

TD2 $75 $78 $95 $97 $101 $111 $117 $118 $133 $501 $480 $345 $447

% of Earnings 7% 8% 7% 7% 7% 9% 9% 9% 8% 12% 11% 7% 9%
YOY Growth -41% -32% -25% -12% 35% 42% 23% 22% 32% 22% -4% -28% 30%

BNK $534 $516 $640 $639 $715 $684 $734 $720 $870 $2,836 $2,726 $2,329 $2,853

% of Earnings 10% 11% 11% 12% 13% 13% 14% 13% 13% 14% 14% 11% 13%
YOY Growth -24% -24% -10% 0% 34% 33% 15% 13% 22% 22% -4% -15% 23%

1 BNS estimated prior to Q1/10. 2 TD Ameritrade, included in U.S. & International, represents 3% of TD earnings in Q1/11. Source: Company reports, Scotia Capital. 

2009
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Exhibit 48: Canadian Banks Corporate & Other Earnings 

2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO ($372) ($245) ($252) ($172) ($121) ($69) ($31) ($61) ($120) $59 ($328) ($1,041) ($282)

% of Earnings -63% -46% -42% -26% -18% -9% -5% -8% -15% 2% -13% -44% -10%

BNS ($238) ($130) ($298) ($250) ($265) ($183) ($181) ($152) ($188) $155 ($313) ($915) ($781)

% of Earnings -25% -13% -30% -27% -26% -17% -17% -14% -16% 4% -8% -24% -18%

CM ($57) ($108) ($52) ($22) ($28) ($16) ($38) $45 ($1) $102 $56 ($239) ($37)

% of Earnings -8% -18% -9% -4% -4% -3% -6% 6% 0% 3% 2% -10% -1%

NA $13 ($6) ($15) ($40) ($35) ($25) ($9) ($22) ($26) ($68) ($41) ($48) ($91)

% of Earnings 5% -2% -5% -16% -13% -10% -3% -8% -8% -7% -4% -5% -8%

RY $40 $139 $199 $50 ($131) ($63) $49 ($61) ($46) $209 $139 $428 ($206)

% of Earnings 2% 10% 11% 3% -9% -4% 4% -5% -2% 4% 2% 7% -4%

TD ($159) ($80) ($106) ($54) ($33) ($159) ($182) ($163) ($68) ($9) ($251) ($399) ($537)

% of Earnings -15% -8% -8% -4% -2% -13% -14% -13% -4% 0% -6% -8% -10%

BNK ($773) ($430) ($524) ($488) ($613) ($515) ($392) ($414) ($449) $448 ($738) ($2,214) ($1,934)

% of Earnings -15% -9% -9% -9% -11% -10% -7% -8% -7% 2% -4% -11% -9%

Source: Company reports, Scotia Capital.

2009

 

Exhibit 47: Canadian Banks U.S. & International Banking Earnings 

2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2007 2008 2009 2010

BMO1 $103 $89 $65 $57 $55 $51 $45 $44 $47 $141 $269 $314 $195

% of Earnings 17% 17% 11% 9% 8% 7% 7% 6% 6% 5% 11% 13% 7%
YOY Growth 41% 31% -11% 4% -47% -43% -31% -23% -15% 1% n.m. 17% -38%

BMO2 ($12) $8 ($10) ($27) ($13) $3 ($4) ($23) ($17) $134 $143 ($40) ($37)

BNS  Mexico $68 $54 $61 $51 $75 $76 $47 $47 $63 $463 $326 $234 $245

          International3 $290 $251 $219 $199 $183 $166 $231 $279 $284 $598 $882 $959 $859

          Total $358 $305 $280 $250 $258 $242 $278 $326 $347 $1,061 $1,208 $1,193 $1,104

% of Earnings 38% 30% 28% 27% 26% 22% 26% 30% 29% 26% 30% 31% 26%
YOY Growth 24% 0% -9% -19% -28% -21% -1% 30% 34% 18% 14% -1% -7%

CM4 $36 $41 $34 $32 $31 $33 $28 $25 $26 $115 $121 $143 $118

% of Earnings 5% 7% 6% 5% 5% 5% 4% 4% 3% 4% 5% 6% 4%
YOY Growth 14% 67% 2% -1% -13% -19% -17% -21% -18% n.m. 6% 18% -17%

NA $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

RY5 $22 ($97) ($43) ($46) ($32) ($3) ($52) ($132) $48 $299 $128 ($164) ($219)

% of Earnings 1% -7% -2% -3% -2% 0% -4% -10% 3% 5% 2% -3% -4%
YOY Growth -53% n.m. n.m. n.m. n.m. n.m. n.m. n.m. n.m. -2% -57% n.m. n.m.

TD  Ameritrade $77 $48 $68 $59 $43 $56 $62 $33 $48 $261 $289 $252 $194

       Bank USA $248 $208 $242 $211 $227 $245 $287 $283 $333 $359 $806 $909 $1,042

       Total $325 $256 $310 $270 $270 $301 $349 $316 $381 $620 $1,095 $1,161 $1,236

% of Earnings 30% 25% 24% 21% 19% 24% 27% 25% 24% 15% 26% 25% 24%
YOY Growth 51% 30% -11% -20% -17% 18% 13% 17% 41% 43% 77% 6% 6%

BNK $844 $594 $645 $563 $582 $624 $648 $579 $849 $2,235 $2,821 $2,646 $2,434

% of Earnings 16% 12% 12% 11% 10% 12% 12% 11% 13% 11% 14% 13% 11%
YOY Growth 29% -9% -19% -21% -31% 5% 0% 3% 46% 26% 26% -6% -8%

1 Based on BMO expected loan loss methodology, ie. N.M. Restatement of U.S. commercial banking restated to Q1/08, therefore YOY grow th in 2008 n.a.
2 Earnings estimated based on actual LLPs
3 Excludes Mexico. BNS International restated (est.) prior to Q1/10 for GWM. 4 First Caribbean earnings estimated using 20% after-tax margin on reported revenue
5 Includes RBC Dexia, RBC Caribbean, RBC Centura

Source: Company reports, Scotia Capital.

2009
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Exhibit 50 

Canadian Banks Revenue Mix
Net Interest Income % Total Revenue

First Quarter 2011

45%

55%

49%

37%
38%

55%

47%

BMO BNS CM NA RY TD BNK

Note: Net Interest Income is TEB and Adjusted for Trading Revenue Impact
Source: Company reports.

 

Exhibit 49 

Retail & Wealth Management 
Earnings Growth First Quarter 2011

12.1%

18.3%

26.4%

16.1%

26.4%

22.5%

15.3%

BMO BNS CM NA RY TD BNK

Q1/11

Source: Company reports.
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Exhibit 51 

Bank Revenue Mix Shift 
1980 - Q1 2011

80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10

15%
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55%

65%
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85%

Net Interest Income % of Total Revenue Non-Interest Income % of Total Revenue

Source: Company reports; Scotia Capital.

Trust Company Acquisitions
 1992, 1993, 1997, 2000

Investment Dealer Acquisitions
1987, 1988 
Follow  Up 1994, 1996, 1999, 2000

Higher Quality 
Less Corporate; More Retail

Kevin R. Choquette, CFA

 

Revenue Mix

Exhibit 52 

Bank Revenue Mix Shift Traditional Banking
1990 - First Quarter 2011
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Exhibit 53 

Bank Revenue Mix Shift Non-Traditional Banking
1990 - First Quarter 2011

Securitization 
Revenue

Security Gains

Inv. Mgmt & Custodial 
Fees
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90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11

Source: Company reports; Scotia Capital.

Capital Markets

Trading Revenue

Mutual Fund Revenue

Insurance Revenue

% of Total Revenue 

Exhibit 54 

Canadian Banks Revenue Mix by Segment
2004 - Q1 2011

Retail Banking

Wealth Management

Wholesale

US & International
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Source: Company reports.
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Exhibit 55 

Total Revenue Growth 
1997 - Q1 2011
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Source: Company reports.
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Exhibit 56 

Revenue Growth
First Quarter 2011 
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Source: Company reports; Scotia Capital.
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Exhibit 59: Trading Revenue – Quarterly 

Trading Revenue 

QOQ YOY Strength 

$M Q1/10 Q4/10 Q1/11 Chg Chg Volatility* Indicator**

BMO $312 $276 $346 25% 11% 27% 98%

BNS $402 $307 $361 18% -10% 19% 100%

CM $194 $157 $164 4% -15% 13% 98%

NA $152 $138 $136 -1% -11% 22% 89%

RY $1,142 $739 $1,094 48% -4% 38% 98%

TD $549 $383 $364 -5% -34% 26% 75%

BNK $2,751 $2,000 $2,465 23% -10% 26% 94%

* Standard deviation/mean trading revenue/8 quarters.
**Q1 revenue as % of average of 8 previous quarters.

Source: Company reports; Scotia Capital.  

Exhibit 58: Capital Markets Revenue – Quarterly 

Capital Market Revenue
QOQ YOY Strength 

$M Q1/10 Q4/10 Q1/11 Chg Chg Volatility* Indicator**

BMO $385 $401 $454 13% 18% 10% 127%

BNS $277 $287 $318 11% 15% 9% 114%

CM $265 $212 $301 42% 14% 14% 130%

NA $142 $140 $154 10% 8% 4% 110%

RY $649 $642 $842 31% 30% 14% 138%

TD $347 $346 $386 12% 11% 6% 115%

BNK $2,065 $2,028 $2,455 21% 19% 9% 126%

*Standard deviation/mean capital market revenue/8 quarters.
**Q4 revenue as % of average of 8 previous quarters.

Source: Company reports; Scotia Capital.
 

Exhibit 57: Total Revenue – Quarterly 

Total Revenue 

QOQ YOY Strength 

$M Q1/10 Q4/10 Q1/11 Chg Chg Indicator*

BMO $3,025 $3,229 $3,346 4% 11% 112%

BNS $3,981 $4,012 $4,196 5% 5% 109%

CM $3,021 $3,022 $3,147 4% 4% 108%

NA $1,128 $1,156 $1,210 5% 7% 108%

RY $6,325 $6,053 $6,904 14% 9% 109%

TD $5,107 $5,149 $5,454 6% 7% 112%

BNK $22,587 $22,621 $24,257 7% 7% 110%
* Q4 revenue as % of average of 8 previous quarters.

Source: Company reports; Scotia Capital.
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Exhibit 61: Canadian Banks Quarterly Trading Revenue 

2010 2011 Fiscal
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2008 2009 2010

BMO $599 $326 $436 $282 $312 $430 $166 $276 $346 $936 $1,643 $1,184
% of Revenue 20.2% 11.8% 14.6% 9.4% 10.3% 14.1% 5.7% 8.5% 10.3% 8.6% 14.0% 9.7%

BNS $257 $331 $514 $378 $402 $419 $293 $307 $361 $861 $1,480 $1,421
% of Revenue 7.2% 8.7% 13.4% 9.9% 10.1% 10.6% 7.6% 7.7% 8.6% 6.4% 9.8% 9.0%

CM $62 $178 $219 $192 $194 $150 $181 $157 $164 $330 $651 $682
% of Revenue 2.2% 6.4% 7.6% 6.7% 6.4% 5.3% 6.1% 5.2% 5.2% 3.0% 5.7% 5.8%

NA $136 $190 $168 $197 $152 $150 $89 $138 $136 $387 $692 $529
% of Revenue 13.0% 17.3% 14.4% 17.3% 13.5% 13.6% 8.0% 11.9% 11.2% 9.8% 15.5% 11.8%

RY $1,848 $1,177 $1,525 $1,251 $1,142 $1,044 $212 $739 $1,094 $3,223 $5,801 $3,137
% of Revenue 26.3% 18.2% 21.9% 19.3% 18.1% 17.2% 3.9% 12.2% 15.8% 13.3% 21.5% 13.1%

TD $622 $412 $633 $560 $549 $402 $300 $383 $364 $544 $2,227 $1,634
% of Revenue 13.4% 8.9% 13.0% 11.4% 10.7% 8.3% 6.2% 7.4% 6.7% 3.5% 11.7% 8.2%

BNK $3,524 $2,614 $3,495 $2,860 $2,751 $2,595 $1,241 $2,000 $2,465 $6,281 $12,494 $8,587
% of Revenue 15.9% 12.1% 15.4% 12.9% 12.2% 11.9% 5.9% 8.8% 10.2% 8.0% 14.1% 9.7%

Source: Company reports, Scotia Capital. Kevin R. Choquette, CFA

2009

 

Trading and Capital Markets Revenue

Exhibit 60 

Trading Revenue
 1996 - Q1 2011
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Note: Banks have recorded one exceptional quarter in trading revenue per year for the past f ive years.
Source: Company reports, Scotia Capital estimates.

% total revenue$ Millions
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Exhibit 62: Trading Revenue  

Trading Revenue
C$ Millions

Q1/11 4 Qtrs 8 Qtrs 06/07
 EPS Q1/10 4 Qtrs 8 Qtrs 06/07 (2) - (3) (2) - (4) (2) - (5) A B C A B C A B C
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17)

BMO $1.32 $346 $305 $322 $193 $42 $24 $153 $0.01 $0.02 $0.03 $0.01 $0.01 $0.02 $0.05 $0.08 $0.11
% of Earnings 1.1% 1.7% 2.2% 0.6% 1.0% 1.3% 4.1% 6.1% 8.2%
BNS $1.09 $361 $345 $376 $264 $16 ($15) $97 $0.00 $0.00 $0.01 ($0.00) ($0.00) ($0.01) $0.02 $0.03 $0.04
% of Earnings 0.3% 0.4% 0.6% -0.3% -0.4% -0.5% 1.7% 2.5% 3.4%
CM $1.97 $164 $163 $179 $202 $1 ($15) ($38) $0.00 $0.00 $0.00 ($0.01) ($0.01) ($0.02) ($0.02) ($0.03) ($0.04)
% of Earnings 0.0% 0.0% 0.1% -0.4% -0.6% -0.8% -1.0% -1.5% -1.9%
NA $1.80 $136 $128 $153 $100 $8 ($17) $36 $0.01 $0.01 $0.02 ($0.02) ($0.03) ($0.04) $0.04 $0.07 $0.09
% of Earnings 0.5% 0.8% 1.1% -1.1% -1.7% -2.3% 2.4% 3.7% 4.9%
RY $1.26 $1,094 $772 $1,023 $533 $322 $71 $561 $0.05 $0.07 $0.09 $0.01 $0.01 $0.02 $0.08 $0.12 $0.16
% of Earnings 3.6% 5.4% 7.2% 0.8% 1.2% 1.6% 6.3% 9.4% 12.5%
TD $1.74 $364 $362 $450 $274 $2 ($86) $91 $0.00 $0.00 $0.00 ($0.02) ($0.03) ($0.04) $0.02 $0.03 $0.04
% of Earnings 0.0% 0.0% 0.0% -1.1% -1.7% -2.3% 1.2% 1.8% 2.4%

BNK $2,465 $2,075 $2,503 $1,565 $390 ($38) $900

A - 20% Profit Margin (taxes 32%, variable compensation/f ixed costs 48%).

B - 30% Profit Margin (taxes 32%, variable compensation/fixed costs 38%).

C - 40% Profit Margin (taxes 32%, variable compensation/fixed costs 28%).

Source: Company reports, Scotia Capital.

06/07
Trading Strength EPS Impact

Average Quarterly
Trading Strength

8 Qtrs4 Qtrs
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 40 Exhibit 63: Trading Revenue by Product 

First Quarter Ended Januay 31

$M 10 11 Chg 10 11 Chg 10 11 Chg 10 11 Chg 10 11 Chg 10 11 Chg 10 11 Chg

Trading Revenue

Net Interest Income $186 $138 $117 $72 $53 $125 $152 $132 $390 $269 $263 $229 $1,161 $965

Other Income $126 $208 $285 $289 $141 $39 $0 $4 $752 $825 $286 $135 $1,590 $1,500

     Total $312 $346 11% $402 $361 -10% $194 $164 -15% $152 $136 -11% $1,142 $1,094 -4% $549 $364 -34% $2,751 $2,465 -10%

% Total Revenue 10.3% 10.3%  10.1% 8.6%  6.4% 5.2%  13.5% 11.2%  18.1% 15.8%  10.7% 6.7%  12.2% 10.2%  

By Product

Interest Rate/Debt/Other $153 $150 -2% $221 $118 -47% $73 $30 -59% $70 $37 -47% $777 $659 -15% $348 $147 -58% $1,642 $1,141 -31%

FX & Commodities $51 $77 51% $24 $66 175% $68 $67 -1% $24 $25 4% $95 $100 5% $103 $111 8% $365 $446 22%

Equity $93 $112 20% $89 $85 -4% $41 $59 44% $58 $74 28% $270 $335 24% $98 $106 8% $649 $771 19%

Commodities $15 $7 -53% $68 $92 35% $12 $8 -33% $95 $107 13%

Total $312 $346 11% $402 $361 -10% $194 $164 -15% $152 $136 -11% $1,142 $1,094 -4% $549 $364 -34% $2,751 $2,465 -10%

Product Mix

Interest Rate/Debt/Other 49% 43% 55% 33% 38% 18% 46% 27% 68% 60% 63% 40% 60% 46%

FX & Commodities 16% 22% 6% 18% 35% 41% 16% 18% 8% 9% 19% 30% 13% 18%

Equity 30% 32% 22% 24% 21% 36% 38% 54% 24% 31% 18% 29% 24% 31%

Commodities 5% 2% 17% 25% 6% 5% 0% 0% 0% 0% 0% 0% 3% 4%

     Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Source: Scotia Capital; Company reports.

BMO NABNS CM RY BNKTD

 

 



Recovery Jump Starts – Blow-Out Quarter – Reiterate Overweight Banks March 2011 

41 

Exhibit 64 

Interest Rate/Credit/Other

Fiscal 2010 Q4/10 Q1/11

$M Mix* Rank $M Mix* Rank $M Mix* Rank

(1) (2) (3) (4) (5) (6) (7) (8) (9)

BMO $571 48% 3 $172 62% 1 $150 43% 2

BNS $539 38% 5 $93 30% 6 $118 33% 4

CM $241 35% 6 $52 33% 4 $30 18% 6

NA $201 38% 4 $43 31% 5 $37 27% 5

RY $1,854 59% 1 $414 56% 2 $659 60% 1

TD $810 50% 2 $162 42% 3 $147 40% 3

BNK $4,216 49% $936 47% $1,141 46%

* Interest rate/credit/other product as % of total trading revenue, reasonable proxy as product 

breakdowns not entirely comparable

Source: Company reports, Scotia Capital.  

Exhibit 65 

Trading Revenue %  of Total Revenue

Fiscal 2010 Q4/10 Q1/11

$M Mix* Rank $M Mix* Rank $M Mix* Rank

(1) (2) (3) (4) (5) (6) (7) (8) (9)

BMO $1,184 10% 3 $276 9% 3 $346 10% 3

BNS $1,421 9% 4 $307 8% 4 $361 9% 4

CM $682 6% 6 $157 5% 6 $164 5% 6

NA $529 12% 2 $138 12% 2 $136 11% 2

RY $3,137 13% 1 $739 12% 1 $1,094 16% 1

TD $1,634 8% 5 $383 7% 5 $364 7% 5

BNK $8,587 10% $2,000 9% $2,465 10%

* Trading revenue % of total revenue

Source: Company reports, Scotia Capital.  

Exhibit 66 

Wholesale Earnings % of Operating Earnings

Fiscal 2010 Q4/10 Q1/11

$M Mix* Rank y/y Chg $M Mix* Rank y/y Chg $M Mix* Rank y/y Chg q/q Chg

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

BMO $817 26% 4 -37% $215 27% 3 -17% $257 28% 3 21% 20%

BNS $1,343 57% 1 -12% $277 22% 4 -23% $312 23% 5 -19% 13%

CM $507 19% 5 -27% $68 10% 6 -48% $188 23% 4 3% 174%

NA $482 41% 2 -6% $123 40% 1 -16% $137 41% 1 -5% 11%

RY $1,652 29% 3 -33% $374 28% 2 -35% $614 32% 2 7% 64%

TD $987 17% 6 -13% $216 15% 5 -42% $237 14% 6 -36% 10%

BNK $5,788 28% -24% $1,273 22% -31% $1,745 25% -7% 37%

* Wholesale earnings % of earnings from operations

Source: Company reports, Scotia Capital.  
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Exhibit 68: Canadian Banks Quarterly Capital Markets Revenue 

2010 2011 Fiscal
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2008 2009 2010

BMO $325 $338 $341 $366 $385 $358 $349 $401 $454 $1,458 $1,370 $1,493
% of Revenue 10.9% 12.2% 11.5% 12.2% 12.7% 11.7% 12.0% 12.4% 13.6% 13.5% 11.7% 12.2%
BNS $287 $244 $274 $322 $277 $268 $270 $287 $318 $940 $1,127 $1,102
% of Revenue 8.0% 6.4% 7.1% 8.5% 7.0% 6.8% 7.0% 7.2% 7.6% 7.0% 7.5% 7.0%
CM $222 $218 $254 $256 $265 $207 $216 $212 $301 $976 $950 $900
% of Revenue 7.7% 7.8% 8.8% 8.9% 8.8% 7.3% 7.2% 7.0% 9.6% 8.9% 8.3% 7.6%
NA $135 $136 $139 $140 $142 $145 $142 $140 $154 $552 $550 $569
% of Revenue 12.9% 12.4% 11.9% 12.3% 12.6% 13.2% 12.8% 12.1% 12.7% 14.0% 12.3% 12.7%
RY $520 $568 $636 $684 $649 $565 $608 $642 $842 $2,252 $2,408 $2,464
% of Revenue 7.4% 8.8% 9.1% 10.6% 10.3% 9.3% 11.2% 10.6% 12.2% 9.3% 8.9% 10.3%
TD $290 $328 $342 $343 $347 $368 $318 $346 $386 $1,184 $1,303 $1,379
% of Revenue 6.3% 7.0% 7.0% 7.0% 6.8% 7.6% 6.5% 6.7% 7.1% 7.6% 6.8% 6.9%

BNK $1,779 $1,832 $1,986 $2,111 $2,065 $1,911 $1,903 $2,028 $2,455 $7,362 $7,708 $7,907
% of Revenue 8.0% 8.5% 8.7% 9.5% 9.1% 8.8% 9.0% 9.0% 10.1% 9.3% 8.7% 9.0%

Source: Company reports, Scotia Capital.

2009

 

Exhibit 67 

Capital Markets Revenue
 1996 - Q1 2011
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Net Interest Margin 
 
 

Exhibit 69 

Net Interest Margin and Yield Curve 
1993 - Q1 2011
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Source: Company reports; Reuters; Scotia Capital.

Net Interest Margin Yield Curve

Exhibit 70 

Yield Curve
 10 Year Bond Yield - 91 Day T-Bill Rate

 1990 - March 14, 2011
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Exhibit 71 

Net Interest Margin
1983 - Q1 2011
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Net Interest Margin (RHS)

Loan & acceptances % total assets (LHS)

Note: Net interest margin excludes impact from net-interest income component of trading revenue after 
1996. Impact prior to 1996 negligible.  Source: Company reports; Scotia Capital.

Exhibit 72 

Net-Interest Margin Shift
First Quarter 2011
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Source: Company reports, Scotia Capital.
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Exhibit 73 

Net-Interest Margin*
1999 - Q1 2011
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*adjusted for interest income trading.
Source: Company reports.

BMO

 

Exhibit 74 

Net-Interest Margin*
1999 - Q1 2011
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*adjusted for interest income trading.
Source: Company reports.
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Retail Net Interest Margin

Exhibit 75 

Bank Retail Net Interest Margin 
 2001 - First Quarter 2011
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Source: Company reports; Scotia Capital.

Margin Recovery 
Stalling?

Exhibit 76 

Retail Net Interest Margin 
 2002 - First Quarter 2011
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Source: Company reports; Scotia Capital.
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Exhibit 77 

Retail Net Interest Margin
1999 - Q1 2011
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Note: Categories and denominators for calculations may differ betw een banks. BMO Retail NIM for 
Canada only starting in Q2/02.
Source: Company reports.

Exhibit 78 

Retail Net Interest Margin
1999 - Q1 2011
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Note: Categories and denominators for calculations may differ betw een banks. RY Retail NIM for 
Canada only starting in Q1/03.
Source: Company reports.

Securitization Activity 
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Exhibit 79 

Net-Interest Margin
2008 - Q1 2011

1.91% 1.91% 1.91% 1.90%

1.84%

1.91% 1.90%

1.69%

1.85%

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

2009 2010 2011

Source: Company reports.

Exhibit 80 

Retail Net-Interest Margin
2008 - Q1 2011
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Exhibit 83: Canadian Banks Domestic Retail Net Interest Income 

Canadian Banks Domestic Retail Net Interest Income
C$ Millions

2009 2010 2011 Growth Rates Q1/11 Chg

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 06/07 07/08 08/09 09/10 5 Yr* Q/Q Y/Y

BMO $922 $921 $975 $992 $1,018 $990 $1,065 $1,091 $1,109 9% 7% 11% 9% 8% 2% 9%

BNS** $1,146 $1,147 $1,212 $1,280 $1,234 $1,222 $1,222 $1,241 $1,254 5% 12% 11% 8% 8% 1% 2%

CM $1,258 $1,212 $1,441 $1,493 $1,507 $1,440 $1,515 $1,596 $1,596 15% 3% -1% 12% 6% 0% 6%

NA $357 $344 $353 $359 $372 $367 $381 $395 $399 2% 2% 2% 7% 3% 1% 7%

RY $1,718 $1,678 $1,740 $1,811 $1,879 $1,810 $1,865 $1,934 $1,973 9% 6% 3% 8% 7% 2% 5%

TD $1,494 $1,536 $1,650 $1,668 $1,744 $1,717 $1,819 $1,854 $1,927 11% 7% 10% 12% 10% 4% 11%

BNK $6,895 $6,838 $7,371 $7,603 $7,754 $7,546 $7,867 $8,111 $8,258 9% 6% 6% 10% 8% 2% 6%

*5 Year CAGR 2005-2010. **Data not res tated prior to Q1/10.

Source: Com pany reports , Scotia Capital.  

Exhibit 82: Canadian Banks Domestic Retail Net Interest Margin 

Canadian Banks Domestic Retail Net Interest Margin
Dom estic Retail Net Interes t Incom e (TEB) % Average Earnings  Assets

2009 2010 2011 Fiscal Q1/11 Shift

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2008 2009 2010 Q/Q Y/Y

BMO 2.71% 2.81% 2.87% 2.90% 2.95% 2.91% 2.96% 2.99% 3.00% 2.63% 2.82% 2.95% 0.01% 0.05%

BNS 2.45% 2.51% 2.54% 2.63% 2.57% 2.61% 2.46% 2.45% 2.45% 2.51% 2.53% 2.58% 0.00% -0.12%

CM1 2.48% 2.42% 2.77% 2.84% 2.85% 2.80% 2.79% 2.89% 2.85% 2.80% 2.61% 2.83% -0.04% 0.00%

NA2 2.59% 2.53% 2.47% 2.46% 2.52% 2.49% 2.46% 2.48% 2.45% 2.66% 2.51% 2.49% -0.03% -0.07%

RY 2.81% 2.78% 2.71% 2.74% 2.80% 2.76% 2.70% 2.75% 2.78% 2.98% 2.76% 2.75% 0.03% -0.02%

TD3 2.82% 2.94% 2.96% 2.88% 2.93% 2.92% 2.92% 2.91% 2.82% 2.95% 2.90% 2.92% -0.09% -0.11%

BNK 2.68% 2.72% 2.75% 2.77% 2.80% 2.78% 2.74% 2.76% 2.74% 2.76% 2.69% 2.75% -0.02% -0.06%

1 Average loans  and acceptances .  2 Average Assets . 3 Decline in Q1/11 due to trans fer of credit card portfolio to U.S. segm ent.

Source: Com pany reports , Scotia Capital. Kevin R. Choquette, CFA  

Exhibit 81: Canadian Banks Net Interest Margin 

Canadian Banks Net Interest Margin
Net Interes t Incom e (TEB) % Average Earnings  Assets

2009 2010 2011 Fiscal Q1/11 Shift

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2008 2009 2010 Q/Q Y/Y

BMO 1.41% 1.38% 1.54% 1.58% 1.62% 1.61% 1.68% 1.76% 1.67% 1.50% 1.48% 1.67% -0.10% 0.04%

BNS 1.73% 1.91% 1.92% 1.88% 1.89% 1.85% 1.80% 1.90% 1.91% 1.94% 1.86% 1.86% 0.02% 0.02%

CM 1.65% 1.75% 1.94% 1.94% 2.02% 2.04% 1.98% 2.05% 1.97% 1.92% 1.82% 2.02% -0.09% -0.05%

NA 1.16% 1.18% 1.26% 1.25% 1.30% 1.20% 1.30% 1.28% 1.34% 1.25% 1.21% 1.27% 0.06% 0.04%

RY 1.63% 1.82% 1.90% 1.96% 1.86% 1.92% 1.75% 1.80% 1.77% 1.70% 1.83% 1.83% -0.03% -0.09%

TD 2.11% 2.44% 2.35% 2.29% 2.27% 2.22% 2.14% 2.20% 2.31% 2.15% 2.30% 2.21% 0.11% 0.04%

BNK 1.69% 1.85% 1.91% 1.91% 1.91% 1.90% 1.84% 1.91% 1.90% 1.84% 1.87% 1.90% -0.01% -0.01%

Note: Net interes t m argin excludes  im pact from  net-interes t incom e com ponent of trading revenue

Source: Com pany reports , Scotia Capital. Kevin R. Choquette, CFA  
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Retail Interest Spreads 

Exhibit 85 

Prime - Savings Rate Spread
1990 - February  2011
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Source: Bloomberg; Bank of Canada, company reports.
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Exhibit 84 
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Exhibit 86 

Residential Mortgage and GIC Interest Rate Spread 
1973 - Feburary 2011

3.46

2.35%

73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

5 Yr term

1 Yr term

 
 Period              1 yr Term        5 yr Term
 10 yr                  3.55%             3.50%  
  5 yr                   3.68%             3.73%
  1 yr                   2.70%             3.61%
 Q4/10                 2.64%             3.38%
 Q1/11                 2.37%             3.29%
�

Source: Bank of Canada; Scotia Capital

Interest Rate Spread 

Mean 

 

Exhibit 87 

Residential Mortgage and 5-Year Treasury 
1981 - February 2011

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11

Note: Based on posted rates. Draw er rates likely 100-150 bps low er. 
Source: Bank of Canada; Scotia Capital

Spread

                 Spread           Shift
Q4/09       314 bps        -17 bps
Q1/10       289 bps        -25 bps
Q2/10       317 bps        +28 bps
Q3/10       336 bps        +19 bps
Q4/10       331 bps          -5 bps
Q1/11       264 bps        -67 bps

 



Banks First Quarter Overview March 2011 

52 

Wholesale Net Interest Margins/Spreads 

Exhibit 89 

Banker's Acceptance Rate and Bank Relative Performance
1996 - March 14, 2011
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Avg 1 mo BA    
Q1/10:   0.40%
Q2/10:   0.43%
Q3/10:   0.67%  
Q4/10:   1.09%
Q1/11:   1.20%   

Relative Performance BA Rate

1 month BA (RHS)

Bank Index Rel to TSX (LHS)

Exhibit 88 

Bank Wholesale Interest Rate Spreads 
1989 - March 14, 2011
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Source: Bank of Canada; Bloomberg; Scotia Capital.

Prime - 1 mo BA's Mean:  156 bps

Prime - 91-T-bill Mean: 172 bps

            Prime-BA
Q2/10:   182 bps
Q3/10:   180 bps
Q4/10:   180 bps
Q1/11:   180 bps
Q2/11E: 180 bps

   BA
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Exhibit 91 

Corporate Bond Spreads*
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* BBB Corporate Bonds - Long Canadas. **Fiscal Year Ending Oct. 31.
Source:  PC-Bond Analytics

Fiscal**    Spread           Shift
Q1/10       217 bps        -15 bps
Q2/10       205 bps        -12 bps
Q3/10       215 bps       +10 bps
Q4/10       225 bps       +10 bps
Q1/11       218 bps          -7 bps
Q2/11E    222 bps           4 bps

2004 - March 14, 2011

Exhibit 90 

CDOR vs. USD LIBOR*
July 2007 - March 14, 2011

-

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

Jul 07 Jan 08 Jul 08 Jan 09 Jul 09 Jan 10 Jul 10 Jan 11

Canada U.S.

% 

*Adjusted for OIS.
Source: Bloomberg; Scotia Capital Fixed Income Research - Robert Follis.



Banks First Quarter Overview March 2011 

54 

C$ Exchange Rate 

Exhibit 92 

C$ Exchange Rate (Avg) vs US$
Bank Fiscal Quarters
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Exhibit 93 

C$ Exchange Rate (Avg) vs. US$ 
Bank Fiscal Quarters
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Exhibit 94 

Bank Security & LDC Portfolio Surplus
1997 - First Quarter 2011
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Exhibit 95 

Bank Group Security Gains as % of Cash Operating EPS
 1990 - First Quarter 2011
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Productivity

Exhibit 96 

Productivity Ratios 
2003 - First Quarter 2011
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Source: Company reports.

 

Exhibit 97 

Productivity Ratios
First Quarter
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Exhibit 98 

Domestic Retail Productivity Ratios* 
  2001 - First Quarter 2011
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Note: Business classif ications differ betw een banks.  Productivity ratios for Royal Bank have been restated back to 
Q1/03 to reflect business segment reorganization that came into effect in Q1/05.  * Excludes unusual items.
Source: Company reports.

Exhibit 99 

Retail Productivity Ratios
First Quarter
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Exhibit 100 

Bank Salaries & Employee Benefits
1996 - 2011 YTD
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Note: Annual Revenue Adjusted. YTD as of Jan 31/11.
Source: Company reports, Scotia Capital
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Exhibit 101 

Bank Salaries & Employee Benefits
2003 - 2011 YTD
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Source: Company reports, Scotia Capital
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Loan Loss Provisions
 

Exhibit 103 

Specific Loan Loss Provisions 
1971-2012E
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2.5%

71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11E

% Loans

% Loans, BAs M inus Res M tges, Repos

Trough 1988 - 0.23%
ROE = 16.9%

5-year Credit 
Cycles:
1983-1988
1992-1997
2002-2006

Peak 1992 - 1.61%
ROE = 6.2%

Trough 1997 - 0.25%
ROE = 17.4%

Peak 2002* - 1.06% (0.87%)
ROE = 12.6% (14.6%)

Peak 1983 - 1.00%
ROE = 10.3%

Trough 2006 - 0.22%
ROE = 21.6%

* Incl TD $1,450M sectoral LLPs; excl Argentina.  Excl TD sectorals and Argentina, LLPs 0.87%, ROE 14.6%.
 Source: Company reports; Scotia Capital estimates.                                                          Kevin R. Choquette, CFA

Peak 2009 - 80 bp
ROE = 17.6%
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Specific Loan Loss Provisions
 1979 to 2012E
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Exhibit 104: Canadian Banks Quarterly Specific LLPs and Forecast 

Canadian Banks Quarterly Specific LLPs and Forecast

2009 2010 2011 Fiscal Fiscal Fiscal Fiscal

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2009 2010 2011E 2012E

BMO $428 $372 $357 $386 $333 $249 $214 $253 $248 $1,543 $1,049 $930 $830

% of Loans 0.89% 0.85% 0.82% 0.91% 0.78% 0.60% 0.49% 0.57% 0.56% 0.92% 0.59% 0.50% 0.42%
BNS $281 $431 $466 $424 $372 $357 $300 $294 $269 $1,602 $1,323 $1,100 $1,000

% of Loans 0.36% 0.58% 0.67% 0.61% 0.54% 0.52% 0.42% 0.40% 0.37% 0.58% 0.45% 0.34% 0.31%
CM $284 $329 $422 $424 $359 $316 $297 $215 $209 $1,459 $1,187 $1,000 $900

% of Loans 0.62% 0.79% 0.97% 0.96% 0.79% 0.71% 0.64% 0.46% 0.45% 0.83% 0.64% 0.51% 0.45%
NA $38 $41 $46 $54 $43 $36 $28 $37 $39 $179 $144 $160 $150

% of Loans 0.27% 0.30% 0.32% 0.37% 0.28% 0.24% 0.18% 0.23% 0.24% 0.31% 0.23% 0.24% 0.21%
RY $637 $751 $709 $699 $493 $477 $432 $432 $334 $2,796 $1,834 $1,400 $1,200

% of Loans 0.85% 1.06% 0.98% 0.96% 0.68% 0.67% 0.58% 0.57% 0.44% 0.96% 0.61% 0.46% 0.38%
TD $550 $662 $492 $521 $517 $425 $339 $404 $414 $2,225 $1,685 $1,500 $1,300

% of Loans 0.87% 1.07% 0.76% 0.79% 0.78% 0.67% 0.51% 0.58% 0.58% 0.85% 0.61% 0.51% 0.41%

BNK $2,218 $2,586 $2,492 $2,508 $2,117 $1,860 $1,610 $1,635 $1,513 $9,804 $7,222 $6,090 $5,380

% of Loans 0.68% 0.84% 0.81% 0.81% 0.68% 0.61% 0.50% 0.50% 0.46% 0.80% 0.56% 0.45% 0.38%

Source: Company reports, Scotia Capital estimates. Kevin R. Choquette, CFA  
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Exhibit 105: Loan Loss Provisions by Segment 

Loan Loss Provisions by Segment
C$ Millions

2008
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2008 2009 2010 2011E 2012E

Bank of Montreal
P&C Canada - actual 70 89 87 99 142 124 177 167 190 205 171 146 160 345 610 712

% of portfolio 0.22% 0.28% 0.26% 0.29% 0.41% 0.37% 0.51% 0.48% 0.54% 0.59% 0.47% 0.39% 0.43% 0.26% 0.45% 0.50%
P&C Canada - expected 83 82 87 89 95 92 99 101 120 121 129 132 136 341 387 502 500 450

% of portfolio 0.26% 0.26% 0.26% 0.26% 0.28% 0.28% 0.29% 0.29% 0.34% 0.35% 0.35% 0.36% 0.36% 0.26% 0.28% 0.35% 0.33% 0.28%
P&C Chicago - actual 30 17 37 100 192 143 132 146 131 101 103 130 131 184 613 465

% of portfolio 0.60% 0.24% 0.48% 1.11% 1.93% 1.60% 1.71% 2.07% 1.96% 1.64% 1.59% 2.03% 2.12% 0.64% 1.82% 1.81%
P&C Chicago - expected 9 14 17 18 23 24 22 23 31 31 31 31 37 58 92 124 150 172

% of portfolio 0.18% 0.20% 0.22% 0.20% 0.23% 0.27% 0.29% 0.33% 0.46% 0.50% 0.48% 0.48% 0.60% 0.20% 0.27% 0.48% 0.60% 0.48%
  Total P&C - expected 92 96 104 107 118 116 121 124 151 152 160 163 173 399 479 626 650 622

Private Client 1 1 1 1 1 2 1 1 2 2 1 2 2 4 5 7 8 8
% of portfolio 0.06% 0.06% 0.06% 0.05% 0.05% 0.11% 0.05% 0.05% 0.11% 0.11% 0.05% 0.10% 0.10% 0.06% 0.07% 0.09% 0.10% 0.09%

Investment Banking - actual 70 45 310 120 125 105 85 101 60 -4 -10 16 0 545 416 62
% of portfolio 0.74% 0.62% 4.08% 1.42% 1.29% 1.13% 1.03% 1.32% 0.87% -0.06% -0.16% 0.26% 0.00% 1.67% 1.19% 0.24%

Investment Banking - expected 29 24 25 24 37 38 37 34 65 67 66 66 30 102 146 264 122 100
% of portfolio 0.31% 0.33% 0.33% 0.28% 0.38% 0.41% 0.45% 0.44% 0.94% 1.08% 1.08% 1.07% 0.52% 0.31% 0.42% 1.04% 0.53% 0.41%

Corporate 48 30 304 183 272 216 198 227 115 28 -13 22 43 565 913 152 150 100
% of portfolio 0.51% 0.41% 4.00% 2.17% 2.82% 2.32% 2.41% 2.96% 1.66% 0.45% -0.21% 0.36% 0.75% 1.73% 2.62% 0.60% 0.64% 0.41%

Total Specific LLPs 170 151 434 315 428 372 357 386 333 249 214 253 248 1,070 1,543 1,049 930 830
% of loans 0.40% 0.36% 0.98% 0.67% 0.89% 0.85% 0.82% 0.91% 0.78% 0.60% 0.49% 0.57% 0.56% 0.57% 0.92% 0.59% 0.50% 0.42%

Bank of Nova Scotia*
Domestic 91 102 99 107 155 178 169 192 181 189 169 172 165 399 694 711 675 600

% of portfolio 0.21% 0.24% 0.22% 0.23% 0.33% 0.38% 0.35% 0.39% 0.37% 0.40% 0.34% 0.34% 0.32% 0.23% 0.36% 0.36% 0.32% 0.27%
Global Wealth Management n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. (1) 0 0 2 0 n.a. n.a. 1 0 0

% of portfolio n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. -0.05% 0.00% 0.00% 0.09% 0.00% n.a. n.a. 0.01% 0.00% 0.00%
Int 'l (ex. Mexico) (16) (6) 8 20 12 54 119 117 127 120 86 76 58 6 302 408 237 220

% of portfolio -0.17% -0.05% 0.07% 0.16% 0.08% 0.38% 0.87% 0.93% 1.01% 0.99% 0.61% 0.53% 0.41% 0.01% 0.55% 0.77% 0.41% 0.35%
Scotiabank Mexico 46 66 48 70 104 90 60 50 50 53 52 52 49 230 304 208 198 180

% of portfolio 2.20% 3.17% 2.09% 2.73% 4.51% 4.34% 2.80% 2.46% 2.47% 2.66% 2.47% 2.48% 2.26% 2.55% 3.55% 2.52% 2.28% 2.08%
Scotia Capital (10) (9) 4 10 10 109 118 65 14 (5) (7) (8) (3) (5) 302 (6) (10) 0

% of portfolio -0.08% -0.07% 0.03% 0.07% 0.06% 0.68% 0.84% 0.53% 0.12% -0.05% -0.07% -0.09% -0.03% -0.01% 0.62% -0.02% -0.03% 0.00%
Corporate 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Specific LLPs 111 153 159 207 281 431 466 424 371 357 300 294 269 630 1,602 1,322 1,100 1,000

% of loans 0.17% 0.23% 0.22% 0.27% 0.36% 0.58% 0.67% 0.61% 0.54% 0.52% 0.42% 0.40% 0.37% 0.21% 0.58% 0.45% 0.34% 0.31%

CIBC
Retail Markets 184 206 212 231 276 284 417 367 367 333 303 242 275 833 1,344 1,245 1,100 1,000

% of portfolio 0.39% 0.44% 0.43% 0.45% 0.53% 0.56% 0.80% 0.70% 0.69% 0.65% 0.56% 0.44% 0.49% 0.43% 0.65% 0.58% 0.49% 0.42%
Wholesale 11 (3) 11 (7) (11) (10) 46 82 24 27 29 8 (2) 12 107 88 30 30

% of portfolio 0.29% -0.08% 0.31% -0.19% -0.20% -0.18% 0.95% 1.86% 0.49% 0.63% 0.69% 0.19% -0.05% 0.08% 0.52% 0.50% 0.18% 0.16%
Corporate (23) (27) (20) (2) 19 55 (41) (25) (32) (44) (35) (35) (64) (72) 8 (146) (130) (130)

Total Specific LLPs 172 176 203 222 284 329 422 424 359 316 297 215 209 773 1,459 1,187 1,000 900
% of loans 0.40% 0.41% 0.46% 0.49% 0.62% 0.79% 0.97% 0.96% 0.79% 0.71% 0.64% 0.46% 0.45% 0.43% 0.83% 0.64% 0.51% 0.45%

*Data prior to Q1/10 has not been restated

Source: Company reports; Scotia Capital estimates.

2009 2010 2011
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 Exhibit 106: Loan Loss Provisions by Segment 

Loan Loss Provisions by Segment
C$ Millions

2008
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 2008 2009 2010 2011E 2012E

National Bank
P&C 43 45 47 44 45 49 54 66 54 55 45 53 55 179 214 207 205 185

% of portfolio 0.34% 0.35% 0.36% 0.33% 0.33% 0.36% 0.38% 0.46% 0.37% 0.38% 0.29% 0.33% 0.34% 0.34% 0.38% 0.34% 0.31% 0.27%
Fin Mkt 0 (2) 0 4 4 7 8 8 5 (1) (4) 2 0 2 27 2 0 0

% of portfolio 0.00% -0.13% 0.00% 0.24% 0.22% 0.40% 0.03% 0.04% 0.02% 0.00% -0.02% 0.01% 0.00% 0.00% 0.03% 0.00% 0.00% 0.00%
Corporate (12) (9) (40) (3) (11) (15) (16) (20) (16) (18) (13) (18) (16) (64) (62) (65) (45) (35)

Total Specific LLPs 31 34 7 45 38 41 46 54 43 36 28 37 39 117 179 144 160 150
% of loans 0.24% 0.26% 0.04% 0.32% 0.27% 0.30% 0.32% 0.37% 0.28% 0.24% 0.18% 0.23% 0.24% 0.21% 0.31% 0.23% 0.24% 0.21%

Royal Bank
Canadian P&B 214 224 204 225 270 351 340 314 318 302 284 287 257 867 1,275 1,191 1,000 900

% of portfolio 0.39% 0.41% 0.35% 0.38% 0.44% 0.59% 0.54% 0.48% 0.48% 0.46% 0.41% 0.41% 0.36% 0.39% 0.51% 0.44% 0.35% 0.30%
Wealth Management 0 0 1 0 0 0 0 0 0 0 3 0 0 1 0 3 0 0

% of portfolio 0.00% 0.00% 0.07% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.17% 0.00% 0.00% 0.02% 0.00% 0.04% 0.00% 0.00%
International P&B 71 91 137 198 232 289 230 202 175 185 192 191 131 497 953 743 500 400

% of portfolio 1.35% 1.46% 1.96% 2.34% 2.41% 2.99% 2.71% 2.49% 2.28% 2.53% 2.61% 2.64% 1.91% 1.84% 2.66% 2.51% 1.79% 1.36%
Global Capital Markets 28 58 20 77 160 145 177 220 30 21 (9) (22) (27) 183 702 20 (20) (20)

% of portfolio 0.31% 0.63% 0.21% 0.74% 1.39% 1.36% 1.97% 2.65% 0.38% 0.29% -0.12% -0.30% -0.37% 0.48% 1.78% 0.07% -0.07% -0.06%
Corporate (20) (24) (28) (26) (25) (34) (38) (37) (30) (31) (38) (24) (27) (98) (134) (123) (80) (80)

Total Specific LLPs 293 349 334 474 637 751 709 699 493 477 432 432 334 1,450 2,796 1,834 1,400 1,200

% of loans 0.45% 0.53% 0.47% 0.60% 0.85% 1.06% 0.98% 0.96% 0.68% 0.67% 0.58% 0.57% 0.44% 0.48% 0.96% 0.61% 0.46% 0.38%

Toronto-Dominion Bank
Cdn P&C 172 191 194 209 266 286 290 313 315 256 236 239 213 766 1,155 1,046 800 700

% of portfolio 0.36% 0.39% 0.39% 0.40% 0.50% 0.52% 0.52% 0.54% 0.53% 0.42% 0.38% 0.37% 0.33% 0.39% 0.52% 0.42% 0.30% 0.25%
U.S. P&C 26 46 76 78 232 317 183 216 201 168 131 146 202 226 948 646 710 610

% of portfolio* 0.40% 0.69% 0.65% 0.62% 1.27% 1.72% 1.06% 1.32% 1.26% 1.10% 0.80% 0.86% 1.11% 0.60% 1.35% 1.00% 0.97% 0.79%
Wholesale 56 10 30 10 66 59 32 7 8 10 (16) 23 6 106 164 25 20 20

% of portfolio 1.87% 0.31% 1.00% 0.25% 1.55% 1.48% 0.98% 0.25% 0.32% 0.44% -0.80% 1.15% 0.30% 3.20% 4.60% 1.14% 1.05% 1.32%
Corporate 1 (15) (12) (9) (14) 0 (13) (15) (7) (9) (12) (4) (7) (35) (42) (32) (30) (30)

Total Specific LLPs 255 232 288 288 550 662 492 521 517 425 339 404 414 1,063 2,225 1,685 1,500 1,300
% of loans 0.53% 0.43% 0.50% 0.50% 0.87% 1.07% 0.76% 0.79% 0.78% 0.67% 0.51% 0.58% 0.58% 0.46% 0.85% 0.61% 0.51% 0.41%

Debt securities classfied as loans - - - - 93 116 0 41 10 8 -1 14 66 - 250 31

*Restated to now inc lude debt securities classified as loans.

Source: Company reports; Scotia Capital estimates.

2009 2010 2011
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Exhibit 108 

Canadian Housing Prices
Average Price of Existing Homes

1981 - January 2011
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Exhibit 107 

Household Real Estate Leverage
Real Estate Equity, % of Real Estate Assets

1961 - 2010
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Exhibit 110 

Total Retail* LLPs as % of Portfolio 
vs. Unemployment Rate

1983 - 2010
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Source: Company reports; Scotia Capital. 
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Exhibit 109 

Housing Costs/Affordability
1982 - Q4 2010
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Exhibit 112 

Credit Card LLPs as % of Portfolio
 vs. Unemployment Rate

1991 - Q1 2011
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Exhibit 111 

Non-Financial Corporations
Debt Ratios

1988 - Q4 2010
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Gross Impaired Loans 

Exhibit 114: Canadian Banks Quarterly Gross Impaired Loan Formations 

2008 2009 2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

BMO $708 $554 $438 $806 $712 $694 $549 $735 $456 $803 $132 $461 $283
% of Loans 0.42% 0.32% 0.25% 0.43% 0.37% 0.39% 0.32% 0.44% 0.27% 0.47% 0.08% 0.26% 0.16%
BNS $444 $470 $629 $615 $897 $1,230 $1,259 $1,075 $1,035 $738 $770 $755 $752
% of Loans 0.17% 0.18% 0.22% 0.20% 0.29% 0.40% 0.45% 0.39% 0.38% 0.26% 0.27% 0.26% 0.26%
CM $313 $294 $328 $403 $474 $541 $967 $806 $686 $566 $557 $453 $436
% of Loans 0.18% 0.17% 0.19% 0.22% 0.26% 0.32% 0.56% 0.46% 0.38% 0.31% 0.30% 0.25% 0.24%
RY $690 $867 $753 $1,091 $2,947 $1,800 $1,229 $1,528 $968 $1,131 $868 $982 $713
% of Loans 0.27% 0.32% 0.27% 0.36% 1.00% 0.62% 0.43% 0.53% 0.33% 0.39% 0.29% 0.33% 0.24%
TD $659 $575 $554 $616 $990 $927 $969 $974 $1,062 $852 $835 $918 $776
% of Loans 0.34% 0.26% 0.24% 0.27% 0.39% 0.37% 0.38% 0.37% 0.40% 0.33% 0.31% 0.33% 0.27%

BNK $2,814 $2,760 $2,702 $3,531 $6,020 $5,192 $4,973 $5,118 $4,207 $4,090 $3,162 $3,569 $2,960
% of Loans 0.26% 0.24% 0.23% 0.28% 0.47% 0.41% 0.41% 0.42% 0.34% 0.33% 0.25% 0.28% 0.23%

Note: NA gross impaired loan formations not available.
Source: Company reports, Scotia Capital. Kevin R. Choquette, CFA  

Exhibit 113: Canadian Banks Quarterly Gross Impaired Loans (GILs) 

2008 2009 2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

BMO $1,347 $1,820 $1,798 $2,387 $2,666 $2,972 $2,913 $3,297 $3,134 $3,405 $3,128 $3,221 $3,066
% of Loans 0.80% 1.06% 1.02% 1.28% 1.40% 1.65% 1.68% 1.96% 1.85% 2.01% 1.80% 1.82% 1.73%
BNS $1,842 $2,012 $2,163 $2,494 $2,985 $3,597 $3,993 $3,939 $4,132 $5,322 $5,398 $4,421 $4,335
% of Loans 0.71% 0.75% 0.76% 0.83% 0.95% 1.17% 1.44% 1.43% 1.50% 1.89% 1.88% 1.51% 1.48%
CM $940 $894 $889 $983 $1,125 $1,263 $1,668 $1,911 $1,926 $1,968 $2,042 $1,836 $1,829
% of Loans 0.55% 0.51% 0.51% 0.55% 0.62% 0.74% 0.97% 1.09% 1.07% 1.07% 1.10% 0.99% 0.99%
NA $249 $252 $275 $306 $322 $331 $380 $407 $453 $447 $379 $369 $411
% of Loans 0.48% 0.47% 0.50% 0.55% 0.57% 0.58% 0.66% 0.70% 0.75% 0.73% 0.61% 0.58% 0.64%
RY $1,494 $1,990 $2,156 $2,923 $4,514 $5,191 $5,132 $5,457 $5,139 $5,064 $5,020 $4,999 $4,692
% of Loans 0.58% 0.74% 0.77% 0.97% 1.53% 1.79% 1.79% 1.88% 1.78% 1.74% 1.69% 1.67% 1.56%
TD $785 $909 $1,001 $1,157 $1,543 $1,875 $1,947 $2,311 $2,708 $3,032 $3,337 $3,456 $4,089
% of Loans 0.41% 0.41% 0.43% 0.50% 0.61% 0.74% 0.76% 0.88% 1.03% 1.16% 1.25% 1.24% 1.45%

BNK $6,657 $7,877 $8,282 $10,250 $13,155 $15,229 $16,033 $17,322 $17,492 $19,238 $19,304 $18,302 $18,422
% of Loans 0.60% 0.68% 0.69% 0.82% 1.02% 1.21% 1.31% 1.41% 1.41% 1.54% 1.52% 1.41% 1.41%

Source: Company reports, Scotia Capital. Kevin R. Choquette, CFA  
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Exhibit 115 

Gross Impaired Loans
1990 to Q1 2011
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Exhibit 116 

Gross Impaired Loan Formations 
2004 - Q1 2011
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Net Impaired Loans 

Exhibit 118: Canadian Banks Quarterly Net Impaired Loan Formations 

2008 2009 2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

BMO $729 $585 $347 $976 $770 $597 $316 $719 $191 $561 $3 $385 $134
% of Loans 0.43% 0.34% 0.20% 0.52% 0.41% 0.33% 0.18% 0.43% 0.11% 0.33% 0.00% 0.22% 0.08%
BNS $216 $263 $377 $456 $778 $1,004 $903 $627 $511 $300 $383 $332 $316
% of Loans 0.08% 0.10% 0.13% 0.15% 0.25% 0.33% 0.33% 0.23% 0.19% 0.11% 0.13% 0.11% 0.11%
CM $264 $156 $206 $344 $370 $407 $741 $633 $403 $343 $369 $228 $248
% of Loans 0.15% 0.09% 0.12% 0.19% 0.20% 0.24% 0.43% 0.36% 0.22% 0.19% 0.20% 0.12% 0.13%
NA $43 $26 $38 $70 $40 $32 $85 $53 $70 $22 ($47) $19 $65
% of Loans 0.08% 0.05% 0.07% 0.12% 0.07% 0.06% 0.15% 0.09% 0.12% 0.04% -0.08% 0.03% 0.10%
RY $582 $737 $605 $1,192 $1,352 $1,467 $600 $1,025 $221 $475 $519 $545 $163
% of Loans 0.23% 0.27% 0.22% 0.40% 0.46% 0.51% 0.21% 0.35% 0.08% 0.16% 0.17% 0.18% 0.05%
TD $462 $341 $323 $373 $693 $633 $603 $561 $698 $431 $375 $528 $426
% of Loans 0.24% 0.16% 0.14% 0.16% 0.28% 0.25% 0.24% 0.21% 0.27% 0.16% 0.14% 0.19% 0.15%

BNK $2,296 $2,108 $1,896 $3,411 $4,003 $4,140 $3,248 $3,618 $2,094 $2,132 $1,602 $2,037 $1,352
% of Loans 0.21% 0.18% 0.16% 0.27% 0.31% 0.33% 0.27% 0.29% 0.17% 0.17% 0.13% 0.16% 0.10%

Source: Company reports, Scotia Capital.

Exhibit 117: Canadian Banks Quarterly Net Impaired Loans (NILs) 

2008 2009 2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

BMO ($335) $120 $484 $304 $640 $925 $1,147 $1,115 $1,395 $1,191 $1,520 $1,249 $1,334
% of Loans -0.20% 0.07% 0.28% 0.16% 0.34% 0.51% 0.66% 0.66% 0.82% 0.70% 0.88% 0.71% 0.75%
BNS ($697) ($609) ($478) ($314) ($132) $279 $769 $1,011 $1,069 $1,184 $1,001 $1,148 $1,634
% of Loans -0.27% -0.23% -0.17% -0.10% -0.04% 0.09% 0.28% 0.37% 0.39% 0.42% 0.35% 0.39% 0.56%
CM ($580) ($529) ($574) ($595) ($540) ($502) ($505) ($312) ($132) ($113) ($102) $5 $52
% of Loans -0.34% -0.30% -0.33% -0.33% -0.30% -0.30% -0.29% -0.18% -0.07% -0.06% -0.06% 0.00% 0.03%
NA ($179) ($168) ($174) ($189) ($163) ($153) ($155) ($114) ($233) ($199) ($213) ($276) ($267)
% of Loans -0.34% -0.31% -0.32% -0.34% -0.29% -0.27% -0.27% -0.20% -0.39% -0.32% -0.34% -0.44% -0.41%
RY ($454) ($176) $180 $216 $624 $1,776 $2,156 $2,061 $2,155 $1,845 $1,841 $1,841 $1,903
% of Loans -0.18% -0.07% 0.06% 0.07% 0.21% 0.61% 0.75% 0.71% 0.74% 0.63% 0.62% 0.61% 0.63%
TD ($726) ($577) ($460) ($492) ($379) ($439) ($612) ($585) ($328) ($23) $430 $758 $869
% of Loans -0.38% -0.26% -0.20% -0.21% -0.15% -0.17% -0.24% -0.22% -0.12% -0.01% 0.16% 0.27% 0.31%

BNK ($2,971) ($1,939) ($1,022) ($1,070) $50 $1,886 $2,800 $3,176 $3,926 $3,885 $4,477 $4,725 $5,525
% of Loans -0.27% -0.17% -0.09% -0.09% 0.00% 0.15% 0.23% 0.26% 0.32% 0.31% 0.35% 0.37% 0.42%

Source: Company reports, Scotia Capital.
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Exhibit 119 

Banks' Net Impaired Loans 
1980 - Q1 2011
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Exhibit 120 

Net Impaired Loan Formations 
2001 - First Quarter 2011
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Exhibit 122: Canadian Banks Allowance for Credit Losses 

Canadian Banks Allowance for Credit Losses

2008 2009 2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

BMO $1,227 $1,336 $1,494 $1,747 $1,741 $1,825 $1,798 $1,902 $1,943 $1,885 $1,879 $1,887 $1,893
% of Loans 0.7% 0.8% 0.8% 0.9% 0.9% 1.0% 1.0% 1.1% 1.1% 1.1% 1.1% 1.1% 1.1%
BNS $2,451 $2,490 $2,477 $2,626 $2,706 $2,828 $2,982 $2,870 $2,948 $4,321 $4,250 $2,787 $2,801
% of Loans 0.9% 0.9% 0.9% 0.9% 0.9% 0.9% 1.1% 1.0% 1.1% 1.5% 1.5% 1.0% 1.0%
CM $1,469 $1,468 $1,484 $1,523 $1,627 $1,768 $1,980 $2,043 $2,039 $2,070 $2,037 $1,784 $1,763
% of Loans 0.9% 0.8% 0.9% 0.8% 0.9% 1.0% 1.1% 1.2% 1.1% 1.1% 1.1% 1.0% 1.0%
NA $417 $426 $464 $469 $475 $486 $494 $640 $652 $660 $655 $636 $626
% of Loans 0.8% 0.8% 0.8% 0.8% 0.8% 0.9% 0.9% 1.1% 1.1% 1.1% 1.0% 1.0% 1.0%
RY $1,670 $1,810 $1,940 $2,299 $2,738 $3,035 $3,071 $3,302 $3,294 $3,223 $3,179 $3,096 $3,013
% of Loans 0.6% 0.7% 0.7% 0.8% 0.9% 1.0% 1.1% 1.1% 1.1% 1.1% 1.1% 1.0% 1.0%
TD $1,362 $1,369 $1,493 $1,536 $1,982 $2,487 $2,532 $2,639 $2,731 $2,602 $2,579 $2,587 $2,641
% of Loans 0.7% 0.6% 0.6% 0.7% 0.8% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 0.9% 0.9%

BNK $8,596 $8,899 $9,352 $10,200 $11,269 $12,429 $12,857 $13,396 $13,607 $14,761 $14,579 $12,777 $12,737
% of Loans 0.8% 0.8% 0.8% 0.8% 0.9% 1.0% 1.1% 1.1% 1.1% 1.2% 1.1% 1.0% 1.0%

Note: Coverage ratio: Allowance for credit losses % gross impaired loans.
Source: Company reports , Scotia Capital.  

Exhibit 121: Canadian Banks Coverage Ratio 

Canadian Banks Coverage Ratio

2008 2009 2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

BMO 91% 73% 83% 73% 65% 61% 62% 58% 62% 55% 60% 59% 62%
ex. General Reserves 19% 18% 24% 18% 15% 17% 17% 18% 20% 17% 18% 18% 20%
BNS 133% 124% 115% 105% 91% 79% 75% 73% 71% 81% 79% 63% 65%
ex. General Reserves 63% 58% 53% 52% 46% 41% 38% 36% 36% 54% 52% 31% 32%
CM 156% 164% 167% 155% 145% 140% 119% 107% 106% 105% 100% 97% 96%
ex. General Reserves 62% 65% 67% 45% 43% 42% 41% 39% 38% 40% 40% 34% 34%
NA 167% 169% 169% 153% 148% 147% 130% 157% 144% 148% 173% 172% 152%
ex. General Reserves 44% 47% 48% 45% 45% 47% 43% 45% 43% 45% 54% 56% 53%
RY 112% 91% 90% 79% 61% 58% 60% 61% 64% 64% 63% 62% 64%
ex. General Reserves 29% 26% 28% 26% 23% 22% 23% 23% 25% 25% 24% 22% 22%
TD 174% 151% 149% 133% 128% 133% 130% 114% 101% 86% 77% 75% 65%
ex. General Reserves 34% 28% 34% 30% 25% 28% 28% 24% 22% 21% 19% 20% 18%

BNK 129% 113% 113% 100% 86% 82% 80% 77% 78% 77% 76% 70% 69%
ex. General Reserves 42% 38% 39% 33% 29% 28% 29% 28% 28% 33% 32% 25% 25%

Note: Coverage ratio: Allowance for credit losses % gross impaired loans.
Source: Company reports, Scotia Capital.  
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Exhibit 123 

Allowance for Credit Losses
First Quarter 2011
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Exhibit 124 
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Exhibit 126 

General Reserves
First Quarter 2011
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Exhibit 125 

General Reserve Levels
1991 to First Quarter 2011
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Exhibit 127: Global Banks – Credit Ratings 

Global Banks - Credit Ratings
March 14, 2011

Moody's S&P 

Rank Company Outlook Rating Outlook Rating

1 Rabobank Negative Aaa Negative AAA
2 Toronto-Dominion Bank Negative Aaa Positive AA-
3 Royal Bank of Canada Stable Aa1 Positive AA-

4 Bank of Nova Scotia Stable Aa1 Stable AA-

5 Commonwealth Bank of Australia Review Aa1 Stable AA

6 Westpac Banking Corp Review Aa1 Stable AA
7 BNP Paribas Stable Aa2 Negative AA

8 Bank of New York Mellon Corp Stable Aa2 Stable AA-
9 Bank of Montreal Review Aa2 Stable A+

10 National Bank Stable Aa2 Stable A

11 Banco Santander SA Review Aa2 Negative AA
12 HSBC Bank Negative Aa2 Stable AA-

13 Canadian Imperial Bank Negative Aa2 Stable A+

14 Credit Suisse Negative Aa2 Stable A
15 Deutsche Bank Stable Aa3 Stable A+

16 UBS Negative Aa3 Stable A+
17 JPMorgan Chase Negative Aa3 Stable A+

18 Barclays Bank Stable A1 Negative A+

19 Royal Bank of Scotland Stable A1 Stable A
20 Wells Fargo Bank Stable A1 Negative AA-

21 Goldman Sachs Negative A1 Negative A

22 Bank of America Negative A2 Negative A
23 Morgan Stanley Negative A2 Negative A

24 Cit ibank Negative A3 Negative A

Source: Bloomberg.  
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Exhibit 128 

Residential Mortgages
as % of Loans and Acceptances 
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Exhibit 129 

Retail Loans
% of Loans and Acceptances

1982 - Q1 2011
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Exhibit 130 

Net Interest Margin and Loans as % of Total Assets
1982 - Q1 2011
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Exhibit 131 

Risk-Weighted Assets
 as a Percentage of Total Assets
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Exhibit 133 

Bank Trading Securities Growth
First Quarter 2011
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Exhibit 132 

Bank Trading Securities 
1997 - Q1 2011
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Exhibit 134 

Bank Loan & Acceptance Growth 
2001 - Q1 2011
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Exhibit 135 

Loan & Acceptance Growth
First Quarter 2011
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Exhibit 136 

Bank Retail Loan Growth 
2001 - Q1 2011
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Exhibit 137 

Retail Loan Growth
First Quarter 2011
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Exhibit 138 

Bank Residential Mortgage Growth 
2001 - Q1 2011
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Exhibit 139 

Residential Mortgage Growth
First Quarter 2011
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Exhibit 140 

Bank Personal Loan & Credit Card Growth 
2001 - Q1 2011
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Exhibit 141 

Personal Loan & Credit Card Growth
First Quarter 2011
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Exhibit 142 

Bank Personal Deposit Growth 
2001 - Q1 2011
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Exhibit 143 

Personal Deposit Growth
First Quarter 2011
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Exhibit 145  

Banks Retail Market Share Shifts 
Personal Deposits Canadian $ Currency

January 2010 - December 2010
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Exhibit 144  

Banks Retail Market Share Shifts 
Demand & Notice Deposits Canadian $ Currency

January 2010 - December 2010
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Exhibit 147 

Banks Retail Market Share Shifts 
Residential Mortgage Loans* Canadian $ Currency

January 2010 - December 2010
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Exhibit 146  

Banks Retail Market Share Shifts 
Personal Loans and Credit Cards* Canadian $ Currency

January 2010 - December 2010
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Exhibit 148: Sovereign Debt Crisis Watch 

  Close Basis Points Change

14-Mar-11 YTD 12 Mos. 6 Mos. 3 Mos. 1 Mo. 1 Wk Trend

Bank Credit/Liquidity Spreads

LIBOR-OIS Spread 16.9 4.9 10.8 6.7 4.7 1.7 -0.1 POSITIVE

TED Spread 23.9 5.6 12.2 7.7 5.7 3.6 3.0

BA-Tbill Spread 35.6 2.6 9.6 -2.2 4.1 1.4 1.5

Corporate Bond Spreads1 222.4 -4.7 12.2 -0.7 -2.5 6.0 0.6

Country CDS Spreads2 -0.5 MIXED

Portugal 495.3 -4.3 384.0 175.3 44.7 53.5 4.6

Ireland 604.9 -10.1 492.0 242.7 65.4 35.7 24.0

Italy 162.2 -76.3 72.1 -42.7 -42.2 -15.9 -11.8

Greece 983.2 -90.9 693.7 76.4 53.3 119.3 -51.6

Spain 240.6 -108.9 145.6 20.7 -83.6 -1.0 2.0

Brazil 115.0 3.7 -1.2 -4.5 4.4 -7.1 1.4

Mexico 109.2 -4.4 2.0 -21.9 -3.8 -13.1 1.2

Argentina 634.5 32.6 -371.7 -206.5 0.9 10.2 31.9

France 81.3 -19.7 44.6 5.5 -21.6 -8.2 -3.5

Germany 46.0 -12.5 19.8 6.3 -6.5 -7.9 -1.5

U.K. 55.6 -16.8 -14.8 -15.5 -11.5 -5.7 -1.8

U.S.A. 42.7 0.7 11.8 -3.7 3.5 -4.0 -0.8

Global Bank CDS Spreads2 0.8 MIXED

Bank of America 143.8 -36.9 24.2 -17.2 -40.3 4.0 1.8

Deutsche Bank 98.8 -6.1 16.4 6.9 0.9 0.3 4.1

Credit Suisse 87.8 -12.2 20.7 -8.4 -7.2 -4.2 1.3

Santander 231.6 -16.5 134.8 68.0 3.2 0.6 -3.2

BNP Paribas 100.9 -12.6 34.5 6.5 0.3 -0.1 1.9

Barclays 123.5 2.4 42.5 10.2 12.9 -2.7 0.5

Rabobank (Aaa) 65.2 -17.0 -1.5 -6.9 -13.4 -7.7 1.8

Wells Fargo 84.3 -21.6 -7.7 -20.6 -24.3 -3.8 -2.0

HSBC 79.8 -5.5 11.5 10.4 -5.3 4.6 2.1

JPMorgan 71.8 -14.4 8.5 -14.7 -9.5 4.2 -0.3

Currency

Euro/USD 1.399 0.045 0.016 0.086 0.046 0.032 0.002

Euro/CAD 1.363 0.020 -0.029 0.030 0.012 0.018 0.002
From Eurozone/IMF agreement on €110B Greece bailout package: May 2/10. 

1 - BBB Corporate Bonds - Long Canadas. 2 - 5 year CDS

Source: Bloomberg, PCBond.  
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Exhibit 149: Sovereign Debt Crisis Watch 

  Close Percentage Change

14-Mar-11 YTD 12 Mos. 6 Mos. 3 Mos. 1 Mo. 1 Wk

Bank Index Performance

Cdn Bank Index 25,243 9.2% 10.6% 8.6% 8.4% 4.5% -0.1%

US S&P Bank Index 150 1.0% 4.8% 14.1% 5.3% -5.7% 1.0%

BI Global I-Bank Index 37 0.2% -8.3% -0.9% 0.3% -4.4% -2.5%

UK Bank Index 4,720 -0.4% -6.2% -9.3% -3.6% -7.6% -2.5%

Australian Bank Index 6,028 0.9% -9.9% -3.8% -1.2% -6.5% -2.0%

Swiss Bank Index 724 6.4% -8.9% -9.5% 2.7% -5.9% -3.3%

Greek Bank Index 1441.8 15.2% -39.2% -13.6% 2.8% 1.3% 8.3%

Spanish Bank Index 814.0 8.7% -18.3% -14.5% 2.8% -4.0% 2.4%

French Bank Index 621.6 15.5% -2.4% -2.0% 6.9% -3.4% 1.7%

Equity Market Indices

S&P/TSX 13,619 1.3% 13.4% 12.1% 2.6% -1.1% -3.4%

S&P 500 1,296 3.1% 12.7% 15.6% 4.4% -2.5% -1.0%

MSCI AC World Index 334 1.0% 10.0% 12.1% 2.1% -2.3% -2.6%

S&P Europe 350 Index 1,113 -1.0% 4.6% 1.7% -1.9% -5.6% -3.0%

FTSE 100 (UK) 5,775 -2.1% 2.7% 3.8% -2.0% -4.7% -3.3%

CAC 40 Index 3,878 1.9% -1.3% 2.9% -0.6% -5.4% -2.8%

DAX Index 6,867 -0.7% 15.5% 9.7% -2.3% -6.8% -4.1%

IBEX 35 Index 10,416 5.6% -6.0% -3.2% 2.5% -3.6% -0.8%

Swiss Market Index 6,274 -2.5% -8.2% -3.0% -4.1% -5.9% -3.4%

From Eurozone/IMF agreement on €110B Greece bailout package: May 2/10. FTSE Global Bank Index discoutinued Mar 1/11.

Source: Bloomberg.  

Exhibit 150: Sovereign Debt Crisis Watch 

  Close Basis Points Change

14-Mar-11 YTD 12 Mos. 6 Mos. 3 Mos. 1 Mo. 1 Wk Trend

Country 10Yr Bond Yields -3.8 POSITIVE

Portugal 7.44% 83.9 320.5 170.9 106.2 12.8 -11.8

Ireland 9.49% 43.2 504.4 367.2 124.6 39.8 7.4

Italy 4.28% -2.9 85.4 88.1 16.5 0.5 -10.6

Greece 12.43% -3.8 620.8 106.3 69.4 91.8 10.3

Spain 5.27% -18.3 140.4 111.7 -24.4 -10.8 -11.1

Brazil 12.56% 39.4 -34.8 82.1 17.5 -25.5 -10.9

Mexico1 7.52% 55.4 -14.3 127.2 35.2 -5.4 -20.2

Argentina2 10.27% 371.6 -539.5 -73.3 264.0 162.0 42.2

France 3.56% 20.2 10.2 84.6 21.4 -10.1 -5.9

Germany 3.23% 26.4 6.0 80.0 20.1 -6.7 -4.6

U.K. 3.57% 17.4 -52.8 45.3 -3.8 -29.8 -6.3

U.S.A. 3.36% 6.3 -34.4 60.8 -11.6 -27.3 -15.6

Canada 3.23% 10.4 -31.1 26.3 -11.7 -24.5 -12.5

From Eurozone/IMF agreement on €110B Greece bailout package: May 2/10. 
1 Mexico Government with tax 10 year yield curve.     2 Argentina Government Inflation-Linked 1-10 years yield.

Source: Bloomberg.  
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Exhibit 151 

PIIGS CDS Spreads
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Exhibit 152 

European/U.S.A. CDS Spreads
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Exhibit 153 

Global Bank CDS Spreads
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Exhibit 154 

Global Bank CDS Spreads
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Exhibit 155 

LIBOR-OIS Spread
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Exhibit 156 

LIBOR-OIS Spread vs S&P 500 Index
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Exhibit 157 

LIBOR-OIS Spread vs S&P 500 Index
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Exhibit 158 

LIBOR vs. OIS
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Valuation – Dividend Yields 

Exhibit 159 

Bank Dividend Yield
Relative to 10-Year Government Bonds

1967 - March 14, 2011
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Exhibit 160 

Bank Dividend Yield
2000 - March 14, 2011
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Exhibit 161 

Bank Dividend Yield
Relative to Cdn Long Corporate AA Bonds

1976 - March 14, 2011
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Exhibit 162 

Bank Dividend Yield
Relative to S&P/TSX Index*

1956 - March 14, 2011

1.5

2.5

3.5

4.5

5.5

6.5

7.5

8.5

9.5

10.5

56 58 60 62 64 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10

0.8

1.0

1.2

1.4

1.6

1.8

2.0

2.2

2.4

2.6

2.8

3.0

3.2

Bank Div Yield

Bank Div Yield Rel to S&P/TSX

Relative to S&P/TSXDividend Yield (%)

1956 - 1978
Mean Bank Rel Yield = 1.1x

1979 - 2007
Mean Bank Rel Yield = 1.7x

* S&P/TSX Index Dividend Yield is for the S&P/TSX Equity Only Index
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Exhibit 163 

Canadian Banks Dividend Yield
Relative to Pipes & Utilities

1995 - March 14, 2011
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Exhibit 164 

Canadian Banks Dividend Yield
Relative to REITs

April 1995 - March 14, 2011
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Valuation – Risk Premium 

Exhibit 165 

Bank Risk Premium*
1967 - March 14, 2011
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Source: Bloomberg; Scotia Capital.                                                           Kevin R. Choquette, CFA

%

 

Exhibit 166 

Bank Risk Premium Multiple*
1967 - March 14, 2011
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*Bank Risk Premium Multiple: Bank Risk Premium - Earnings Yield - 10-Year Bond Yield ÷ 10-Year Bond Yield
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Valuation – P/E Multiples 

Exhibit 167 

Bank P/E Multiples 
1967 - March 14, 2011
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Exhibit 168 

Bank P/E Multiples and Dividend Payout Ratio
1967 - 2010
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Exhibit 169 

Bank P/E Multiples
1998 - March 14, 2011
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Exhibit 170 

Bank Group Price Earnings Multiple
Differentials - Monthly
1970 - March 14, 2011
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Exhibit 172 

Bank P/E Multiple Relative to Lifecos*
2002 - March 14, 2011
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GWO LTM P/E is proxy for Lifecos from Feb/09 - Jan/10 due to non-meaningful P/Es from MFC, 
IAG, SLF.  Source: Bloomberg; Scotia Capital estimates; IBES Lifeco EPS Estimates. 
                                                                                                                  Kevin R. Choquette, CFA
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Exhibit 171 

Bank Relative P/E Multiples 
Relative to S&P/TSX Index 

1967 - March 14, 2011
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Exhibit 174 

10-Year Canada vs U.S. Bond Yield Spread
January 1967 - March 14, 2011
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Exhibit 173 

Canadian Bank P/E Multiple Relative to U.S. Banks
Based on Forward Earnings Estimate 
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Valuation – Market to Book Value 

Exhibit 176 

Bank Market to Book Value vs. ROE
1967 - December 31, 2010
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Exhibit 175 

Bank Market Value to Book & Tangible Book Values 
1967 - March 14, 2011
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Exhibit 178 

Bank Relative Market to Book Value 
Relative to S&P/TSX Index

1967 - March 14, 2011
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Exhibit 177 

Market to Book Value Ratios and Balance Sheet Risk 
1967 - December 31, 2010
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Bank Index & Share Price Performance 

 

Exhibit 180 

Bank Share Price Performance
Year-to-Date March 14, 2011
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Exhibit 179 

Canadian Bank Index Daily Performance 
1998 - March 14, 2011
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Exhibit 181 

Bank Index Performance
1967- 2011 YTD
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Exhibit 182 

Bank Index Annual Relative Performance
1967 - 2011 YTD
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Exhibit 183 

International Bank Share Price Performance
as at March 14, 2011
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Exhibit 184 

Canadian Banks Short Interest 
2002 - February 2011

0

5

10

15

20

25

30

35

40

45

50

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

BMO BNS

CM NA

RY TD

shares (millions)

CM

BMO

NA

BNS

TD

RY

Note:Sept 19/08 - Oct 8/08, ban on short-selling (SEC & OSC)
Source: Bloomberg, Scotia Capital

   BMO: 30/5%      NA: 5/3%
   BNS: 22/2%      RY: 21/1%
   CM: 11/3%        TD: 29/3%

Short Position (millions) / % O/S

 



Recovery Jump Starts – Blow-Out Quarter – Reiterate Overweight Banks March 2011 

103 

Exhibit 185 

Canadian Bank Index Performance
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Exhibit 186 

Bank Index Relative to S&P/TSX
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Exhibit 187 

Bank of Montreal Share Price
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Bank of Montreal Relative Strength 
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Exhibit 190 

Bank of Nova Scotia Relative Strength
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Bank of Nova Scotia Share Price
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Exhibit 191 

Canadian Imperial Bank of Commerce Share Price

35

40

45

50

55

60

65

70

75

80

J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D J F M

CM

50 SMA
200 SMA

Source:  Bloomberg.

Earnings Release

Share Price ($)

2008 2009 2010 2011

2008 - March 14, 2011

Kevin R. Choquette, CFA
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Canadian Imperial Bank of Commerce Relative Strength
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Exhibit 193 

National Bank Share Price
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National Bank Relative Strength 
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Exhibit 195 

Royal Bank Share Price
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Royal Bank Relative Strength
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Exhibit 197 

Toronto-Dominion Bank Share Price
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Toronto-Dominion Bank Relative Strength
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Exhibit 199 

Laurentian Bank Share Price

25

30

35

40

45

50

55

60

J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D J F M

LB

50 SMA
200 SMA

Source:  Bloomberg.

Earnings Release

Share Price ($)

2008 2009 2010 2011

2008 - March 14, 2011

Kevin R. Choquette, CFA
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Laurentian Bank Relative Strength

0.9

1.0

1.1

1.2

1.3

1.4

1.5

1.6

1.7

J F M A M J J A S O N D J F M A M J J A S O N D J F M A M J J A S O N D J F M

LB

50 SMA
200 SMA

Source:  Bloomberg.

Earnings Release

Relative to Bank Index

2008 2009 2010 2011

2008 - March 14, 2011

Kevin R. Choquette, CFA

 

Banks First Quarter Overview March 2011 



Recovery Jump Starts – Blow-Out Quarter – Reiterate Overweight Banks March 2011 

111 

Exhibit 201 

Canadian Western Bank Share Price
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Canadian Western Bank Relative Strength
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Exhibit 203: Canadian Banks – Pertinent Stock Information 

Price    52 -Week Dividends Payout Recent MV Reported EPS Cash Operating EPS Percentage Change
03/14/11 High Low Ind Yield RBY Ratio BV /BV 2009A 2010A 2009A 2010A LTM 2011E 2012E 08/09 09/10 10/11E 11E/12E

 (1) (2) (3) (4)   (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20)

BMO $61.98 $65.71 $54.35 $2.80 4.5% 143% 53% $34.21 181% $3.14 $4.81 $4.20 $4.81 $5.00 $5.30 $5.90 -10.6% 14.5% 10.2% 11.3%

BNS $58.31 $61.28 $47.71 $2.08 3.6% 113% 47% $23.03 253% $3.38 $3.98 $3.66 $3.92 $4.08 $4.45 $5.00 -6.9% 7.1% 13.5% 12.4%
CM $82.25 $83.65 $65.05 $3.48 4.2% 134% 45% $32.98 249% $2.73 $5.95 $5.88 $6.45 $6.77 $7.70 $8.50 -14.2% 9.7% 19.4% 10.4%

NA $74.77 $75.76 $54.40 $2.64 3.5% 112% 38% $38.50 194% $4.94 $5.94 $6.22 $6.25 $6.50 $7.00 $7.70 8.2% 0.5% 12.0% 10.0%
RY $60.05 $62.89 $48.85 $2.00 3.3% 105% 40% $24.75 243% $3.39 $3.57 $4.45 $3.70 $3.93 $5.00 $5.50 3.5% -16.9% 35.1% 10.0%

TD $83.65 $84.42 $67.63 $2.64 3.2% 100% 39% $43.23 193% $4.03 $5.57 $5.35 $5.77 $5.91 $6.85 $7.65 -1.3% 7.9% 18.7% 11.7%
LB $50.97 $55.87 $41.26 $1.56 3.1% 97% 31% $43.51 117% $4.23 $4.63 $3.75 $4.63 $4.70 $5.00 $5.50 -7.6% 23.5% 8.0% 10.0%

CWB $30.39 $31.75 $21.25 $0.52 1.7% 54% 24% $14.35 212% $1.47 $2.05 $1.47 $1.95 $1.97 $2.20 $2.45 -8.1% 32.7% 12.8% 11.4%

 BNK 25,243 25,435 21,038 904 3.6% 113% 43% 11,248 224% 1,539 1,734 1,727 1,776 1,820 2,148 2,386 -3.0% 1.4% 20.9% 11.1%
 

P/E Rel to Target Invest- Shares Market Mkt. Tier 1
RRWA Cash Return on Equity P/E Ratios (x) Bank Group P/E Rel to Mkt/ Share Total ment O/S Capital Wts. Capital
2011E 2010 2011E 2012E LTM 2011E 2012E LTM 2011E 2012E 2011E Bnk Grp Book Price ROR Opinion1 M $B % Ratio
(21) (22) (23) (24) (25) (26) (27) (28) (29) (30) (31) (32) (33) (34) (35) (36) (37) (38) (39) (40)

BMO 1.68% 15.1% 14.8% 14.7% 12.4 11.7 10.5 87% 97% 96% 12.8 85% 175% $68 14% 2 567.8 $35.2 2.21 13.0%
BNS 2.16% 18.4% 19.0% 19.2% 14.3 13.1 11.7 103% 111% 110% 16.2 112% 290% $72 27% 2 1047.0 $61.1 3.94 11.8%

CM 2.83% 21.3% 22.8% 22.2% 12.1 10.7 9.7 86% 87% 88% 13.6 91% 291% $105 32% 1 394.8 $32.5 2.05 14.3%
NA 2.31% 17.7% 17.8% 17.6% 11.5 10.7 9.7 82% 88% 89% 12.9 86% 216% $90 24% 2 163.6 $12.2 0.76 14.6%

RY 2.78% 15.9% 19.8% 19.5% 15.3 12.0 10.9 114% 100% 101% 15.0 102% 279% $75 28% 1 1425.9 $85.6 5.41 13.2%
TD 2.97% 13.7% 15.5% 15.8% 14.2 12.2 10.9 102% 102% 101% 15.3 104% 227% $105 29% 1 883.1 $73.9 4.66 12.7%

LB 1.14% 11.5% 11.3% 11.5% 10.8 10.2 9.3 78% 85% 85% 13.0 88% 141% $65 31% 2 23.9 $1.2 0.08 11.1%
CWB 1.51% 16.3% 16.3% 16.2% 15.4 13.8 12.4 110% 115% 114% 17.3 116% 244% $38 27% 2 69.7 $2.1 0.13 11.6%

 BNK 2.56% 16.4% 18.2% 18.2% 14.0 12.1 10.8 14.8 255% 31,850 27% OWT $303.8 19.24 13.3%

Bank P/E Relative: LTM 2011E 2012E PE/ROE Price Performance Canada              United States
U.S. Banks 94% 97% 100% 2010 2011E 2009 2010 YTD 10Yr Bond Yield 3.16% 10Yr Bond Yield 3.27%

U.S. Regionals 90% 78% 86% BMO 0.85 0.79 79% 3% 8% 3M T-Bill 0.94% 3M T-Bill 0.09%

Cdn Lifecos 111% 107% 106% BNS 0.81 0.69 48% 16% 2% Yield Curve 2.22% Yield Curve 3.17%

Pipes & Utilities 71% 68% 64% CM 0.60 0.47 33% 15% 5% Prime Rate 3.00% Prime Rate 3.25%
S&P/TSX 69% 76% 74% NA 0.68 0.60 92% 14% 9% S&P/TSX Div Yield 2.34% S&P500 Div Yield 1.86%

Bank Earnings Yld/10Yr Govt 2.26 2.62 2.91 RY 1.02 0.61 56% -7% 15% GDP (2011E) - Mar/11 3.1% GDP (2011E) - Mar/11 3.0%
TD 1.06 0.79 52% 13% 13%

Bank Div Yield Rel to S&P/TSX 1.53 LB 0.96 0.91 24% 12% 6% RBY - Bank Div Yield Rel to 10-Yr Bond Yield (Mean 59%, + /-1SD 85/34%)

Bank Div Yield Rel to Pipes & Utilities 0.92 CWB 0.96 0.85 77% 29% 7% Dividend Payout Ratio on Cash 2011E (Mean 41%, + /- 1 SD 53%/29%)

Bank Div Yield Rel to 10 Yr Gov't 1.13 BNK 0.89 0.66 54% 6% 9% Bank Earnings Yield Rel to 10-Yr Bond Yield (Mean 1.35, + /-1 SD 1.63/1.08)

  Source:  Reuters; Company reports; Scotia Capital estimates; S&P/TSX 31% 14% 1% 11-Sector Outperform, 2-Sector Perform, 3-Sector Underperform, OWT-Overweight

   IBES estimates for U.S. Banks and Canadian Lifecos. Kevin R. Choquette, CFA
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Appendix 1 – Individual Bank Quarterly Results 

Previously published on earnings release dates. 
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Bank of Montreal 
(BMO-T, BMO-N) 
 

Mar 14, 2011: $61.98  1-Yr Target:  $68.00  Capitalization  
Rating: 2-Sector Perform  1-Yr ROR: 14.2%  Shares O/S (M) 567.8 
Risk: Low  2-Yr Target: $73.00  Total Value ($M) 35,190.6 
IBES EPS 2011E $5.31  2-Yr ROR: 26.8%  Float O/S (M) 567.8 
IBES EPS 2012E $5.86  Div. (Curr.): $2.80  Float Value ($M) 35,190.6 
   Yield 4.5%  TSX Weight 2.24% 
Valuation: 12.8x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 25-May-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $1.09A $0.93A $1.05A $1.13A $4.20 11.9x 
2010A $1.13A $1.28A $1.14A $1.26A $4.81 12.5x 
2011E $1.32A $1.31 $1.33 $1.34 $5.30 11.7x 
2012E     $5.90 10.5x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   16.2% 13.5% 15.1% 14.8% 14.7% 
Return on RWA   1.29% 1.26% 1.65% 1.70% 1.73% 
CE to RWA (%)   8.4% 10.5% 12.0% 11.8% 11.8% 
Tier 1 Capital Ratio (%)  9.8% 12.2% 13.5% 12.8% 12.7% 
LLPs (M)  $1,070 $1,543 $1,049 $930 $830 
LLPs % of Loans   0.57% 0.92% 0.59% 0.50% 0.42% 

Fixed Income Research Link

Regular Voting 
Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

BMO Q1/11 Solid Earnings in Line 
I N V E S T M E N T  H I G H L I G H T S  

 Bank of Montreal (BMO) cash operating earnings increased 17% to $1.32 per share, in line with 
expectations. Earnings were driven by very solid results from Retail, Wealth, and Wholesale, with weak 
earnings from U.S. P&C. Underlying earnings were stronger than headlines by an estimated $0.05 per 
share due mainly to a prior period tax charge in the U.S. business segment of BMO Capital Markets.  

 P&C Canada earnings increased 10%, Private Client earnings were strong, increasing 38% (21% 
excluding insurance), BMO Capital Markets earnings increased 21%, with P&C U.S. earnings weak, 
declining 15%. Trading revenue was the fourth best quarter ever. 

 Operating ROE: 15.9%, RRWA: 1.81%, Tier 1 Capital: 13.0%. 

 The bank indicated that it anticipates a common equity issue of less than $400 million (20 bps capital) 
prior to close for M&I versus the $800 million originally indicated. The bank estimates its Tier 1 
Common (Basel III), including M&I and Lloyd George Management, would be 6.4% as at Q1/11. 

 BMO’s dividend payout ratio on our 2011E EPS is 53% versus the target range of 45%-55%, thus a 
dividend increase in 2011 is unlikely. 

 We increased our 2011E and 2012E EPS to $5.30 and $5.90 from $5.20 and $5.75 due to solid 
operating results. Our one-year target price is unchanged at $68 per share. We maintain our 2-Sector 
Perform rating. 
 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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P & C  C A N A D A  E A R N I N G S  I N C R E A S E  1 0 %  

 P&C Canada earnings increased 10% from a year earlier to $445 million, driven by an improvement in 
the retail net interest margin (NIM) and solid loan volume growth.  

 Retail net-interest margin improved 1 bp sequentially and 5 bps from a year earlier to 3.00%. 

 P&C Canada average loan and acceptances increased 7% YOY. The productivity ratio was 50.5% 
versus 50.3% a year earlier. 

 P&C Canada revenue growth was solid at 8.2% with commercial growth estimated at 11%. Expenses 
increased 8.7% for negative operating leverage of 0.5%.  

P & C  U . S .  N E T  L O S S  O N  A C T U A L  L O S S  E X P E R I E N C E  B A S I S  

 P&C U.S. earnings declined 15% from a year earlier to $47 million (using expected loan loss 
provisions) from $55 million a year earlier. If we use actual loan loss provisions of $131 million versus 
$37 million expected loan losses, P&C U.S. earnings would have been a loss of $17 million versus a loss 
of $13 million a year earlier (see Exhibit 24). 

 The P&C U.S. retail NIM improved 15 bps sequentially and 68 bps year over year to 4.04%. Margin 
improvement was due to mix, higher loans spreads, and growth in commercial deposits.  

 Average loan and acceptances declined 8% YOY to $24.5 billion. 

M & I  A C Q U I S I T I O N :  C O M M O N  E Q U I T Y  I S S U E  L E S S  T H A N  $ 4 0 0  M I L L I O N ?  

 During the quarter, BMO announced an agreement to buy all outstanding shares of Marshall & Ilsley 
Corporation (M&I) in a stock-for-stock transaction for approximately US$4.1 billion in BMO common 
shares. M&I has 374 branches with US$52 billion in assets, US$40 billion in loans, and US$38 billion in 
deposits. M&I has a presence in Minnesota, Missouri, Kansas, Indiana, Arizona, with #1 deposit market 
share in Wisconsin. BMO indicated that it anticipates raising less than C$400 million in common equity 
prior to the closing of the acquisition, which would add a modest 20 bps to capital. 

O V E R A L L  N E T  I N T E R E S T  M A R G I N  1 . 8 2 %  

 The bank’s overall net-interest margin on average earning assets was down 7 bps sequentially and 3 bps 
YOY to 1.82%. 

S T R O N G  R E V E N U E  G R O W T H  

 Total revenue increased 10.6% YOY with operating expenses increasing 11.3% for negative operating 
leverage of 0.7%. Revenue growth was driven by Capital Markets trading and fee businesses with the 
markets and insurance assisting the Private Client Group.  

P R I V A T E  C L I E N T  G R O U P  E A R N I N G S  S T R O N G  

 Private Client Group (PCG) earnings were strong, increasing 38% YOY to $155 million or 21% YOY 
to $81 million, excluding insurance. Insurance revenue was assisted by an increase in long-term interest 
rates, higher premium revenue, and claims reversals. 

 Mutual fund revenue improved 16% YOY to $154 million. Mutual fund assets under management  
(as reported by IFIC) increased 12% YOY to $38.4 billion. 
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 During the quarter, BMO announced an agreement to acquire Lloyd George Management (LGM), a 
Hong Kong-based independent investment manager specializing in Asia and Global Emerging Markets 
with approximately US$6 billion in AUM. In addition to Hong Kong, LGM has a local presence in 
London, Singapore, Mumbai, and Florida. 

B M O  C A P I T A L  M A R K E T S  E A R N I N G S  R E S I L I E N T  

 BMO Capital Markets earnings increased 21% YOY to $257 million from $213 million a year earlier 
and from $215 million in Q4/10 due to strong trading revenue and high underwriting and advisory fees. 

T R A D I N G  R E V E N U E  S T R O N G  –  F O U R T H  B E S T  Q U A R T E R  E V E R  

 Trading revenue was $346 million versus $276 million in the previous quarter and $312 million a year 
earlier. Trading revenue was strong across all products, with equity particularly high at $112 million. 
Interest rates trading revenue was $145 million compared with $174 million in Q4/10 and $145 million a 
year earlier. FX trading revenue was $77 million versus $65 million in the previous quarter and $51 
million a year earlier. Trading revenue was unchanged at 10.3% of revenue versus a year earlier. 

C A P I T A L  M A R K E T S  R E V E N U E  H I G H  

 Capital markets revenue increased to $454 million versus $401 million in the previous quarter and 
$385 million a year earlier. Underwriting and advisory fees were $152 million versus $135 million the 
previous quarter and $122 million a year earlier. Securities commissions and fees were $302 million 
versus $266 million in Q4/10 and $263 million a year earlier. 

S E C U R I T Y  G A I N S  M O D E S T  

 Security gains were $32 million or $0.04 per share versus $0.05 per share in the previous quarter and 
$0.06 per share a year earlier.  

 Unrealized security surplus declined to $680 million from $1,099 million in the previous quarter and 
$693 million a year earlier. 

C O R P O R A T E  A N D  O T H E R  S E G M E N T  

 Corporate & Other segment loss was $120 million, unchanged from a year earlier but increased from a 
loss of $61 million the previous quarter. 

S E C U R I T I Z A T I O N  R E V E N U E  A N D  E C O N O M I C  I M P A C T  

 Securitization revenue was $167 million in the quarter, down from $188 million in the previous quarter 
and from $172 million a year earlier. 

 Securitization economic impact was a loss of $27 million or $0.03 per share versus $0.00 per share in 
the previous quarter and a loss of $0.03 per share a year earlier. 

L O A N  L O S S  P R O V I S I O N S  S L I G H T L Y  H I G H E R  T H A N  E X P E C T E D  

 Specific loan loss provisions (LLPs) were slightly higher than expected at $248 million or 0.56% of loans 
versus $253 million or 0.57% of loans in the previous quarter and $333 million or 0.78% of loans a year 
earlier. 

 We fine-tuned our 2011 & 2012 LLP forecasts to $930 million or 0.50% of loans and $830 million or 
0.42% of loans from $900 million and $800 million, respectively.  
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I M P A I R E D  L O A N S  D E C L I N E  

 Gross impaired loan (GIL) formations declined to $283 million from $461 million in the previous 
quarter. The U.S. portfolio continues to account for the majority of formations at $163 million this quarter. 
These formations were diversified across sectors, with commercial real estate making up the largest 
portion at 33%. 

 Net impaired loan (NIL) formations declined to $134 million from $385 million in the previous quarter. 

 GILs declined in the quarter to $3.1 billion or 1.73% of loans. Net impaired loans were $1.2 billion or 
0.67% of loans. 

 The coverage ratio (Allowance for Credit Losses as a percentage of GILs) was 62% versus 59% in the 
previous quarter and 62% a year earlier. 

E F F E C T I V E  T A X  R A T E  I N C R E A S E S  

 BMO’s effective tax rate in the quarter was 28.6%, up from 25.4% in the previous quarter and 26.2% a 
year earlier. The higher tax rate in the quarter was primarily due to a provision for prior periods’ income 
taxes recorded in the U.S. business segment of BMO Capital Markets. 

T I E R  1  R A T I O  1 3 . 0 %  

 Tier 1 Capital was 13.0% versus 13.5% the previous quarter and 12.5% a year earlier. Tangible 
common equity to RWA was 10.3% versus 10.5% in the previous quarter. 

 RWA was unchanged YOY but increased 3% quarter over quarter to $165.3 billion. Market-at-risk 
assets declined 19% YOY and 1% QOQ to $5.2 billion.  

T I E R  1  C O M M O N  B A S E L  I I I  –  6 . 4 %  

 The bank estimates that its Tier 1 Common Equity Ratio under Basel III (2019 rules) is 6.4% (including 
M&I and Lloyd George Management acquisitions) as at January 31, 2011, which is below the 7% 
minimum requirement for 2019. 

 The $400 million equity issue the bank is planning prior to closing would add 20 bps to Tier 1 Common. 
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Exhibit 1: Bank of Montreal (BMO) First Quarter Results 

$M, except per share data YOY

First Quarter as at January 31 Q1/10 Q1/11  % Chg

Net Operating Income – Cash Basis $664 $784 18%

Cash Earnings Per Share* $1.13 $1.32 17%

Reported Cash Earnings Per Share $1.13 $1.32 17%

Total Revenue (TEB) $3,025 $3,346 10.6%

Non-Interest Expense $1,831 $2,036 11.2%

Specific LLPs $333 $248 -26%

Specific LLPs % Loans 0.78% 0.56% -0.22%

Profit Margin 22.0% 23.4% 1.5%

Trading Revenue $312 $346 11%

Trading Revenue % Total Revenue 10.3% 10.3% 0.0%

Capital Markets Revenue $385 $454 18%

Capital Markets Revenue % Total Revenue 12.7% 13.6% 0.8%

Net Security Gains $47 $32 -32%

Net Security Gains Per Share $0.06 $0.04 -34%

Return on Equity - Operating 14.4% 15.9% 1.5%

Return on Risk Weighted Assets 1.51% 1.81% 0.29%

Segmented Earnings (Cash)

P&C - Canada $405 $445 10%

Mix (%) 52% 49%

P&C - U.S. $55 $47 -15%

Mix (%) 7% 5%

Total P&C Banking $460 $492 7%

Mix (%) 59% 54%

Private Client Group $112 $155 38%

Mix (%) 14% 17%

BMO Capital Markets $213 $257 21%

Mix (%) 27% 28%

Corporate Support ($121) ($120)

Total $664 $784 18%

NILs $1,191 $1,186

NILs % of Loans 0.70% 0.67%

Book Value Per Share $32.51 $34.21 5%

Common Equity % RWA 10.9% 11.8% 0.9%

Tangible Equity % RWA 9.5% 10.3% 0.8%

Tier 1 Capital Ratio 12.5% 13.0% 0.5%

Total Capital Ratio 14.8% 15.2% 0.3%

Assets to Capital Ratio 14.7x 14.8x 0.1x

* Cash Operating.

Notes: NIL = net impaired loans; LLP = loan loss provisions; RWA = risk weighted assets.

Source: Company reports.  
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Exhibit 2: Bank of Montreal (BMO) Quarterly Performance – Income Statement 

2010 2011

First Second Third Fourth First

$M, except per share date Quarter Quarter Quarter Quarter Quarter

Income Statement
Net Interest Income (TEB) $1,532 $1,522 $1,571 $1,610 $1,627
Other Income 1,493 1,527 1,336 1,619 1,719
Total Revenue (TEB) 3,025 3,049 2,907 3,229 3,346
Provision for Loan Losses 333 249 214 253 248
Non-Interest Expense 1,831 1,822 1,889 2,013 2,036
Income Taxes & Minority Interest (TEB) 197 226 126 215 278
Cash Operating Net Income 664 752 678 748 784
Amortization of Intangibles 7 7 9 9 8
Operating Net Income (after intangibles) 657 745 669 739 776
Special Gains/Charges 0 0 0 0 0
Net Income 657 745 669 739 776
Preferred Shares 35 34 33 34 34
Net Income after Special Charges and Preferreds 622 711 636 705 742

Cash Operating Income after Preferreds 629 718 645 714 750
Accrual Operating Earnings after Preferred Shares 622 711 636 705 742

Net Interest Income (TEB) % Earning Assets 1.85% 1.88% 1.88% 1.89% 1.82%
Domestic Retail Net Interest Income (TEB) % Earning Assets 2.95% 2.91% 2.96% 2.99% 3.00%

Percentage of Risk Weighted Assets (RWA)
Net Interest Income 3.68% 3.92% 3.92% 3.97% 3.92%
Other Income 3.59% 3.94% 3.34% 3.99% 4.14%
Total Revenue (TEB) 7.27% 7.86% 7.26% 7.95% 8.06%
Non-Interest Expense 4.40% 4.70% 4.72% 4.96% 4.91%
Operating Profits before LLPs 2.87% 3.16% 2.54% 2.99% 3.16%
Loan Loss Provisions 0.80% 0.64% 0.53% 0.62% 0.60%
Income Taxes & Minority Interest 0.47% 0.58% 0.31% 0.53% 0.67%
Net Income before Amortization 1.60% 1.94% 1.69% 1.84% 1.89%
Preferred Shares 0.08% 0.09% 0.08% 0.08% 0.08%
Cash Return on RWA after Preferreds 1.51% 1.85% 1.61% 1.76% 1.81%
Intangible Amortization 0.02% 0.02% 0.02% 0.02% 0.02%
Accrual Return on Assets 1.50% 1.83% 1.59% 1.74% 1.79%

Reported Cash Earnings per Share (fd) $1.13 $1.28 $1.14 $1.26 $1.32
Special Gains/Charges $0.00 $0.00 $0.00 $0.00 $0.00
Cash Operating Earnings Per Share (fd) $1.13 $1.28 $1.14 $1.26 $1.32
Return on Equity* 14.4% 16.6% 13.9% 15.3% 15.9%
Reported Return on Equity 14.4% 16.6% 13.9% 15.3% 15.9%
Book Value per Share $32.51 $32.04 $33.13 $34.09 $34.21

Security Surplus $693 $378 $767 $1,099 $680
Profit Margin (Cash Operating Income as % Total Revenue) 22.0% 24.7% 23.3% 23.2% 23.4%
Trading Revenue $312 $430 $166 $276 $346
Trading Revenue % Total Revenue 10.3% 14.1% 5.7% 8.5% 10.3%
Securitization Revenue $172 $151 $167 $188 $167
Securitization Pre-Tax Impact ($25) ($25) ($21) ($4) ($27)
Securitization EPS Impact ($0.03) ($0.03) ($0.03) ($0.00) ($0.03)
Capital Market Revenue $385 $358 $349 $401 $454
Capital Market Revenue % Total Revenue 12.7% 11.7% 12.0% 12.4% 13.6%
Net Security Gains $47 $54 $9 $40 $32
Net Security Gains (EPS) $0.06 $0.07 $0.01 $0.05 $0.04
Effective Tax Rate (TEB) 26.2% 28.9% 24.6% 25.4% 28.6%
Productivity Ratio** 60.5% 59.8% 65.0% 62.3% 60.8%

* Cash Operating          **Excludes amortization of intangibles.

Note: TEB = tax-equivalent basis.

Source: Company reports.  
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Exhibit 3: Bank of Montreal (BMO) Segmented Earnings 

2010 2011

First Second Third Fourth First

$M, except per share date Quarter Quarter Quarter Quarter Quarter
Contribution ($M) (Cash Basis)
P&C - Canada $405 $394 $427 $420 $445
P&C - U.S. $55 $51 $45 $44 $47

P&C - U.S. (actual) ($13) $3 ($4) ($23) ($17)
Total P&C Banking $460 $445 $472 $464 $492
Private Client Group $112 $117 $107 $130 $155
BMO Capital Markets $213 $259 $130 $215 $257
Earnings from Operations* $785 $821 $709 $809 $904
Support ($121) ($69) ($31) ($61) ($120)
Total Net Income before Amortization $664 $752 $678 $748 $784
Preferred shares $35 $34 $33 $34 $34
Net Income before Amortization & after Preferred Shares $629 $718 $645 $714 $750
Amortization of Intangibles $7 $7 $9 $9 $8
Net Income after Amortization $622 $711 $636 $705 $742
Special Gains/(Charges) $0 $0 $0 $0 $0
Net Income after Special Gains/(Charges) $622 $711 $636 $705 $742
Contribution per Share (Cash Basis)
P&C - Canada $0.73 $0.70 $0.76 $0.74 $0.78
P&C - U.S. $0.10 $0.09 $0.08 $0.08 $0.08
Total P&C Banking $0.83 $0.79 $0.84 $0.82 $0.86
Private Client Group $0.20 $0.21 $0.19 $0.23 $0.27
BMO Capital Markets $0.38 $0.46 $0.23 $0.38 $0.45
Earnings from Operations* $1.41 $1.46 $1.25 $1.42 $1.59
Support ($0.22) ($0.12) ($0.05) ($0.11) ($0.21)
Total Bank $1.19 $1.34 $1.20 $1.32 $1.38
Preferred shares $0.06 $0.06 $0.06 $0.06 $0.06
Cash Operating Net Income $1.13 $1.28 $1.14 $1.26 $1.32
Special Gains/(Charges) $0.00 $0.00 $0.00 $0.00 $0.00
Net Income after Special Gains/(Charges) $1.13 $1.28 $1.14 $1.26 $1.32
Contribution per Share Mix (%)
P&C - Canada 52% 48% 60% 52% 49%
P&C - U.S. 7% 6% 6% 5% 5%
Total P&C Banking 59% 54% 67% 57% 54%
Private Client Group 14% 14% 15% 16% 17%
BMO Capital Markets 27% 32% 18% 27% 28%
Earnings from Operations* 100% 100% 100% 100% 100%
Support -15% -8% -4% -8% -13%
  Total Bank 85% 92% 96% 92% 87%
Preferred Shares 4% 4% 5% 4% 4%
Cash Operating Net Income 80% 87% 91% 88% 83%
Growth Rates Per Share (%)
P&C - Canada 20% 11% 13% 2% 7%
P&C - U.S. -50% -44% -33% -25% -16%
Total P&C Banking 3% 0% 6% -2% 5%
Private Client Group 32% 55% -9% 19% 35%
BMO Capital Markets -57% -6% -59% -19% 18%
Earnings from Operations* -23% 3% -19% -5% 13%
Support n.m. n.m. n.m. n.m. n.m.
  Total Bank 5% 38% 9% 11% 15%
Preferred Shares 43% 27% -3% -13% -5%
Cash Operating Net Income 4% 37% 9% 11% 17%
*Earnings from operations = earnings from major operating business units. Figures are per fully diluted shares outstanding.
Notes: PCCG = Personal & Commercial Client Group; PCG = Private Client Group
Source: Company reports.  
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Exhibit 4: Bank of Montreal (BMO) Quarterly Performance – Balance Sheet/Other 

2010 2011

First Second Third Fourth First

$M, except per share date Quarter Quarter Quarter Quarter Quarter

Net Impaired Loans (NILs) $1,191 $1,520 $1,249 $1,343 $1,186

NILs as % Loans 0.70% 0.90% 0.72% 0.76% 0.67%

Specific Loan Loss Provisions $333 $249 $214 $253 $248

General Provisions $0 $0 $0 $0 $0

Total Loan Loss Provisions (LLPs) $333 $249 $214 $253 $248

Specific LLPs % Loans 0.78% 0.60% 0.49% 0.57% 0.56%
Total LLPs % Loans 0.78% 0.60% 0.49% 0.57% 0.56%

Gross Impaired Loans (GILs) $3,134 $3,405 $3,128 $3,221 $3,066
GILs as % Loans 1.85% 2.01% 1.80% 1.82% 1.73%

Gross Impaired Loan Formations* $456 $803 $132 $461 $283

Net Impaired Loan Formations $191 $561 $3 $385 $134
Net Impaired Loan Formations as % Loans 0.11% 0.33% 0.00% 0.22% 0.08%

General Reserves $1,330 $1,291 $1,302 $1,297 $1,285

General Reserves % Risk Weighted Assets 0.80% 0.81% 0.83% 0.80% 0.78%

Annual Growth Rates

Total Revenue (TEB) 1.9% 10.0% -2.4% 8.0% 10.6%
Other Income -9.1% 6.3% -11.6% 4.7% 15.1%

Non-Interest Expense (NIE) 0.0% 3.6% 1.5% 13.8% 11.2%

Other Income - NIE -9.1% 2.6% -13.1% -9.1% 3.9%

Loans & Acceptances -10.8% -5.5% 0.0% 5.3% 4.3%

Residential Mortgages -7.1% -3.0% -3.4% 7.0% 8.1%

Personal Deposits -1.4% -1.5% 0.2% -0.4% 0.2%

Mutual Fund Assets (IFIC) 20.0% 20.4% 7.8% 10.2% 11.9%
Risk Weighted Assets -14.1% -13.8% -8.7% -3.6% -0.2%

Market at Risk Assets -48.4% -24.1% -23.7% -20.7% -18.7%

Average Assets -15.0% -14.6% -5.9% 0.1% 6.1%

Total Assets $398,623 $390,166 $397,386 $411,640 $413,244

Average Total Assets $393,720 $393,228 $397,617 $409,159 $417,920

Average Total Asset Growth (Qtrly) -3.7% -0.1% 1.1% 2.9% 2.1%

Risk Weighted Assets $165,666 $159,116 $156,579 $161,165 $165,287

Market at Risk Assets $6,385 $6,192 $5,514 $5,217 $5,190

Securitization Asset Outstanding $23,464 $23,399 $23,366 $22,750 $21,825

Securitization Asset % Loans & Acceptances 13.8% 13.8% 13.5% 12.9% 12.3%

Loans & Acceptances $169,588 $169,753 $173,555 $176,643 $176,914
Loans & Acceptances Growth (Qtrly) 1.0% 0.1% 2.2% 1.8% 0.2%

Residential Mortgages $46,535 $46,671 $47,097 $48,715 $50,294
Residential Mortgage Growth (Qrtly) 2.2% 0.3% 0.9% 3.4% 3.2%

Personal Deposits $98,413 $99,610 $99,647 $99,043 $98,634
Personal Deposit Growth (Qtrly) -1.0% 1.2% 0.0% -0.6% -0.4%

Personal Deposits % Total Deposits 41.0% 41.6% 41.0% 39.7% 39.2%

Total Deposits $240,299 $239,260 $242,791 $249,251 $251,600

Cash and Securities $134,974 $139,762 $137,554 $143,953 $147,120

Liquidity Ratio 34% 36% 35% 35% 36%

Mutual Fund Assets (IFIC) $34,331 $35,762 $35,127 $36,992 $38,425
Mutual Fund Asset Growth (Qtrly) 2.3% 4.2% -1.8% 5.3% 3.9%

Mutual Fund Asset % Personal Deposits 34.9% 35.9% 35.3% 37.3% 39.0%

Common Equity $18,054 $17,944 $18,646 $19,309 $19,422

Common Equity less Goodwill % RWA 9.5% 9.8% 10.4% 10.5% 10.3%

Common Equity % RWA 10.9% 11.3% 11.9% 12.0% 11.8%

Tier 1 Capital Ratio 12.5% 13.3% 13.5% 13.5% 13.0%
Total Capital Ratio 14.8% 15.7% 16.1% 15.9% 15.2%

Assets to Capital Ratio 14.7x 14.2x 14.3x 14.5x 14.8x

* Includes additions of $437M in Q2/10 and reductions of $110M in Q3/10 from acquisitions.

Source:  Company reports.  
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Exhibit 5 

BMO Share Price Performance
1998 - March 14, 2011 - Weekly
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Exhibit 6 

Bank of Montreal 
Relative P/E Multiple 

1998 - March 14, 2011
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Bank of Nova Scotia 
(BNS-T, BNS-N) 
 

Mar 14 2011: $58.31 1-Yr Target:  $72.00 Capitalization 
Rating: R-US 2-Sector Perform 1-Yr ROR: 27.3% Shares O/S (M) 1,047.0
Risk: R-US Low 2-Yr Target: $80.00 Total Value ($M) 61,050.6
IBES EPS 2011E $4.44 2-Yr ROR: 44.7% Float O/S (M) 1,047.0
IBES EPS 2012E $4.96 Div. (Curr.): $2.08  Float Value ($M) 61,050.6
  Yield 3.6%  TSX Weight 3.98%
Valuation: 16.2x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 31-May-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $0.91A $0.96A $0.94A $0.85A $3.66 12.4x 
2010A $0.93A $1.03A $0.97A $0.99A $3.92 13.9x 
2011E $1.09A $1.10 $1.11 $1.15 $4.45 13.1x 
2012E     $5.00 11.7x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   21.5% 18.5% 18.4% 19.0% 19.2% 
Return on RWA   1.66% 1.57% 1.86% 2.14% 2.21% 
CE to RWA (%)   7.5% 9.5% 11.0% 11.8% 11.4% 
Tier 1 Capital Ratio (%)  9.3% 9.3% 10.7% 11.8% 12.4% 
LLPs (M)  $630 $1,602 $1,323 $1,100 $1,000 
LLPs % of Loans   0.21% 0.58% 0.45% 0.34% 0.31% 

Regular Voting 

Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

Q1/11 Earnings Slight Beat – Dividend Increased 6%
I N V E S T M E N T  H I G H L I G H T S  

 Bank of Nova Scotia (BNS) cash operating earnings increased 17% to $1.09 per share, slightly above 
our estimate of $1.05 per share and IBES consensus of $1.06 per share. Earnings were driven by solid 
results from International, Canadian Banking, and Global Wealth Management, partially offset by 
modest earnings weakness at Scotia Capital.  

 BNS increased its annual dividend 6% to $2.08 per share from $1.96 per share. BNS’s dividend 
payout ratio is 47% on 2011E EPS, with a target range of 40%-50%.  

 Operating ROE: 19.0%, RRWA: 2.11%, Tier 1 Capital: 11.8%.  

 International Banking earnings increased 34% year over year to $347 million due to a decline in LLPs 
and positive contributions from recent acquisitions. Domestic Banking earnings increased 14% from a 
year earlier to $503 million due to solid volume growth of 7%, with Global Wealth Management 
earnings increasing 18% due to AUM growth of 19%. Scotia Capital earnings declined 19% year over 
year (YOY), although recovering 13% quarter over year (QOQ). 

 We increased our 2011E and 2012E EPS to $4.45 and $5.00 from $4.35 and $4.85, respectively, due 
to strong operating results. Our one-year target price is unchanged at $72 per share. We maintain our 2-
Sector Perform rating.  
 

Fixed Income Research Link

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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C A N A D I A N  B A N K I N G  E A R N I N G S  S T R O N G  –  I N C R E A S I N G  1 4 %  

 Canadian Banking earnings were strong, up 14% from a year earlier to $503 million, driven mainly by 
volume growth and lower loan losses. Average loans and acceptances increased 7% YOY. Residential 
mortgages were up 10% YOY to $136 billion, with personal loans up 2% YOY and business loans and 
acceptances up 4% YOY.  

 Canadian Banking Return on Economic Equity was 41.0%. 

 Operating leverage was positive 2.6%, driven by a 3.0% increase in revenue and a 0.4% increase  
in expenses.  

 Retail net interest margin was flat sequentially at 2.45% but declined 12 bps from a year earlier.  
The YOY decline reflects the impact of higher short-term wholesale funding rates as well as competitive 
pricing pressures. 

G L O B A L  W E A L T H  M A N A G E M E N T  E A R N I N G S  

 Global Wealth Management earnings increased 18% YOY to $219 million from $186 million a  
year earlier.  

 Revenue increased 14.2% with expenses increasing 14.2% for nil operating leverage. 

 Mutual fund revenue was strong, increasing 29% YOY to $161 million from $125 million a year  
earlier, driven by mutual fund assets growth. Mutual fund assets (IFIC) were $25.9 billion, up 18.7% from 
a year earlier. 

 This is the first quarter where the banks have provided segmented earnings for Wealth Management. 
Earning levels from Wealth Management were higher than we have been modeling due to higher-than-
expected allocations from the International Banking and Corporate & Other segment. The bank reallocated 
14% of International earnings in fiscal 2010 to Wealth Management. Wealth Management also received a 
positive allocation from the Corporate & Other segment, increasing Wealth Management earnings by 9% 
in fiscal 2010 (allocation of low cost deposits).  

O V E R A L L  N E T  I N T E R E S T  M A R G I N  

 The bank’s overall net interest margin (avg. earnings assets) was 1.97%, unchanged from 1.97% in the 
previous quarter but declining 2 bps from 1.99% a year earlier. 

R E V E N U E  G R O W T H  

 Total revenue growth was 5.4% with operating expenses increasing 14.0% for negative operating 
leverage of 8.6%. Revenue growth was mainly due to increased net interest income and higher wealth 
management, underwriting, and securitization revenues. 

R E T U R N  O N  E C O N O M I C  E Q U I T Y  P O S T  C O R P O R A T E  R E O R G A N I Z A T I O N  

 As a result of the corporate reorganization, reported segmented Return on Economic Equity (ROEE) for 
fiscal 2010 has been restated. Canadian Banking ROEE has increased to 38.4% from 27.0%. International 
Banking ROEE has increased to 12.5% from 11.6%. Scotia Capital ROEE has increased to 20.4% from 
18.6%. Wealth Management ROEE was 19.1% for fiscal 2010. 

S C O T I A  C A P I T A L  E A R N I N G S  –  M O D E S T  W E A K N E S S  

 Scotia Capital earnings declined 19% YOY to $312 million from $386 million a year earlier, but 
increased 13% from $277 million in the previous quarter. 
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 Trading revenue was surprisingly strong at $361 million versus $307 million in the previous quarter but 
below the $402 million from a year earlier. Commodities trading revenue was particularly strong at 
$92 million versus $78 million the previous quarter and $68 million a year earlier, with fixed income solid 
at $106 million but below the $201 million level from a year earlier. Equities trading revenue was 
$85 million versus $59 million in the previous quarter and $89 million from a year earlier.  

 Capital market revenue was solid at $318 million compared with $287 million in the previous quarter 
and $277 million a year earlier. 

I N T E R N A T I O N A L  B A N K I N G  E A R N I N G S  S T R O N G  

 International Banking earnings were strong, increasing 34% YOY to $347 million due to lower loan 
losses and the positive contributions from acquisitions. International Banking earnings contribution was 
25% of bank earnings from operations.  

 LLPs declined to $107 million from $177 million a year earlier and $128 million in the previous 
quarter. FX impact for International Banking was negative 3% YOY. International Banking average loans 
and acceptances increased 12% YOY. 

 Scotiabank Mexico’s earnings contribution was $0.06 per share, unchanged from $0.06 per share  
(ex AFS writedowns) in the previous quarter.  

C O R P O R A T E  A N D  O T H E R  S E G M E N T  

 Earnings in the Corporate and Other segment were negative $188 million versus negative $152 million 
in the previous quarter and negative $265 million a year earlier. The sequential change was due mainly to 
the negative earnings impact from transferring of low cost deposits to the Wealth Management segment 
and higher AFS securities writedowns. 

S E C U R I T Y  G A I N S  M O D E S T  –  S E C U R I T Y  P O R T F O L I O  S U R P L U S  D E C L I N E S  

 Security gains this quarter were $26 million or $0.02 per share versus $40 million or $0.03 per share in 
the previous quarter and $91 million or $0.06 per share a year earlier. 

 The unrealized security surplus declined to $1,164 million from a surplus of $1,417 million in the 
previous quarter. 

L O A N  L O S S  P R O V I S I O N S  D E C L I N E  

 Specific loan loss provisions declined to $269 million or 0.37% of loans from $294 million or 0.40% of 
loans in the previous quarter and from $372 million or 0.54% of loans a year earlier due mainly to lower 
commercial provisions in International. 

 Canadian Banking LLPs were $165 million versus $172 million in the previous quarter and $181 
million a year earlier. Scotia Capital LLPs were net recoveries of $3 million this quarter versus net 
recoveries of $8 million in the previous quarter and LLPs of $14 million a year earlier. International LLPs 
declined to $107 million from $128 million in the previous quarter and $177 million a year earlier. 

 We trimmed our 2011 and 2012 LLP estimates to $1,100 million or 0.34% of loans and $1,000 million 
or 0.31% of loans from $1,200 million and $1,100 million, respectively.  

I M P A I R E D  L O A N S  D E C L I N E  

 Gross impaired loans declined to $4,335 million or 1.5% of loans versus $4,421 million or 1.5% of 
loans in the previous quarter. Net impaired loans (NILs) declined to $1,524 million from $1,625 million in 
the previous quarter. 
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I M P A I R E D  L O A N  F O R M A T I O N S  S T A B L E  

 Gross impaired loan formations were stable at $752 million from $755 million in the previous quarter 
but declined from $1,035 million a year earlier. Net impaired loan formations declined to $316 million 
from $332 million in the previous quarter and from $511 million a year earlier.  

E F F E C T I V E  T A X  R A T E  D E C L I N E S  

 BNS’s effective tax rate this quarter was 26.9%, a decline from 29.1% the previous quarter and 36.6% a 
year earlier. The lower tax rate in the quarter was primarily due to a reduction in the statutory tax rate in 
Canada and higher tax-exempt dividend income.  

T I E R  1  R A T I O  1 1 . 8 %  

 Tier 1 ratio was 11.8% versus 11.2% a year earlier and 11.8% in the previous quarter. 

 The tangible common equity to risk-weighted assets (TCE/RWA) ratio was 9.8% versus 9.6% in the 
previous quarter. 

 Risk-weighted assets were essentially unchanged YOY and QOQ at $215.3 billion. Market-at-risk 
assets declined 35% YOY and 33% sequentially to $7.0 billion. Market-at-risk assets represent 3.3% of 
total risk-weighted assets. 

T I E R  1  C O M M O N  B A S E L  I I I  

 Although the bank declined to disclose its pro forma Basel III Tier 1 Common ratio, the bank indicated 
that it will be in compliance with Basel III early in the transition period. 
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Exhibit 1: Bank of Nova Scotia (BNS) First Quarter Results 

$M, except per share data
First Quarter as at January 31 Q1/10 Q1/11 % Chg
Net Income $1,005 $1,193 19%
Cash Earnings Per Share $0.93 $1.09 18%
Total Revenue (TEB) $3,981 $4,196 5%
Non-Interest Expense $1,983 $2,260 14%
Profit Margin 25.3% 28.4% 3.2%
Trading Revenue $402 $361 -10%
Trading Revenue % Total Revenue 10.1% 8.6% -1.5%
Capital Market Revenue $277 $318 15%
Capital Market Revenue % Total Revenue 7.0% 7.6% 0.6%
Net Security Gains $91 $26 -71%
Net Security Gains Per Share $0.06 $0.02 -73%
Specific LLPs $372 $269 -28%
Specific LLPs % Loans 0.54% 0.37% -0.17%
Return on Equity - Operating 17.8% 19.0% 1.2%
Cash Return on Risk Weighted Assets 1.73% 2.11% 0.37%
Segmented Earnings (Cash)
Canadian Banking $440 $503 14%

% Mix 35% 36%
Global Wealth Management $186 $219 18%

% Mix 15% 16%
International Banking $258 $347 34%

% Mix 20% 25%
Scotia Capital $386 $312 -19%

% Mix 30% 23%
Other ($265) ($188)
Total $1,005 $1,193 19%
NILs $1,178 $1,524
NILs % of Loans 0.43% 0.52%
Book Value Per Share $21.04 $23.03 9%
Common Equity % RWA 10.0% 11.2% 1.2%
Common Equity less Goodwill % RWA 8.7% 9.8% 1.1%
Tier 1 Capital Ratio 11.2% 11.8% 0.6%
Total Capital Ratio 13.5% 13.7% 0.2%
*Cash operating.

Notes: NIL = net impaired loans; LLP = loan loss provisions; RWA = risk w eighted assets.

Source: Company reports.  
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Exhibit 2: Bank of Nova Scotia (BNS) Quarterly Performance – Income Statement 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter
Income Statement
Net Interest Income $2,147 $2,058 $2,173 $2,243 $2,300
Tax Equivalent Adjustment $75 $71 $70 $70 $71
Other Income $1,759 $1,815 $1,611 $1,699 $1,825
Total Revenue (TEB) $3,981 $3,944 $3,854 $4,012 $4,196
Provision for Loan Losses $372 $357 $300 $294 $269
Non-Interest Expense before goodwill and intangibles $1,983 $1,942 $2,003 $2,156 $2,260
Income Taxes and Minority Interest (TEB) $621 $543 $491 $478 $474
Net Income before Goodwill $1,005 $1,102 $1,060 $1,084 $1,193
Goodwill and Intangibles $18 $18 $14 $19 $19
Net Income after goodwill and intangibles $987 $1,084 $1,046 $1,065 $1,174
Special (Charges) Gains $1 $13 $16 $27 $0
Net Income (Reported) $988 $1,097 $1,062 $1,092 $1,174
Preferred Shares $49 $49 $51 $52 $51
Net Income after Special Charges and Preferreds $939 $1,048 $1,011 $1,040 $1,123
Cash Operating Income after Prefs $956 $1,053 $1,009 $1,032 $1,142
Net Interest Income (TEB) - % Earning Average Assets 1.99% 1.94% 1.89% 1.97% 1.97%
Domestic Banking NIM (TEB) - % Avg Earning Assets 2.57% 2.61% 2.46% 2.45% 2.45%
Percentage of Risk Weighted Assets (RWA)
Net Interest Income (TEB) 4.03% 4.05% 4.16% 4.29% 4.37%
Other Income 3.19% 3.45% 2.99% 3.15% 3.37%
Total Revenue 7.22% 7.51% 7.14% 7.44% 7.74%
Non-Interest Expense Excluding Goodwill 3.60% 3.70% 3.71% 4.00% 4.17%
Operating Profits before LLPs 3.62% 3.81% 3.43% 3.44% 3.57%
Loan Loss Provisions 0.67% 0.68% 0.56% 0.55% 0.50%
Operating Profits 2.95% 3.13% 2.87% 2.90% 3.07%
Income Taxes and Minority Interest (TEB) 1.13% 1.03% 0.91% 0.89% 0.87%
Net Income before Goodwill and Preferreds 1.82% 2.10% 1.96% 2.01% 2.20%
Preferred Shares 0.09% 0.09% 0.09% 0.10% 0.09%
Cash Return on RWA after Preferreds 1.73% 2.00% 1.87% 1.91% 2.11%
Goodwill 0.03% 0.03% 0.03% 0.04% 0.04%
Accrual Return on Assets after Preferreds 1.70% 1.97% 1.84% 1.88% 2.07%
Reported Cash Earnings per Share $0.93 $1.04 $0.99 $1.02 $1.09
Special (Charges)/Gains $0.00 $0.01 $0.02 $0.03 ($0.00)
Cash Earnings per Share $0.93 $1.03 $0.97 $0.99 $1.09
Return on Equity* 17.8% 20.0% 18.1% 17.7% 19.0%
Reported Return on Equity 17.8% 20.2% 18.5% 18.2% 19.0%
Book Value per Share $21.04 $20.87 $21.67 $22.68 $23.03
Securities Surplus $1,245 $863 $1,108 $1,417 $1,164
Profit Margin (Net Income as % Total Revenue) 25.3% 27.9% 27.5% 27.0% 28.4%
Trading Revenue $402 $419 $293 $307 $361
Trading Revenue % Total Revenue 10.1% 10.6% 7.6% 7.7% 8.6%
Securitization Revenue $18 $22 $15 $69 $54
Capital Market Revenue $277 $268 $270 $287 $318
Capital Market Revenue % Total Revenue 7.0% 6.8% 7.0% 7.2% 7.6%
Net Security Gains $91 $137 $87 $40 $26
Net Security Gains (EPS) $0.06 $0.09 $0.06 $0.03 $0.02
Effective Tax Rate (TEB) 36.6% 31.4% 30.1% 29.1% 26.9%
Productivity Ratio** 49.8% 49.2% 52.0% 53.7% 53.9%

* Cash operating.  **Excludes amortization of intangibles. 

Note: TEB = tax-equivalent basis.

Source: Company reports.  
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Exhibit 3: Bank of Nova Scotia (BNS) Segmented Earnings 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Contribution ($M) (Cash Basis)

Canadian Banking $440 $457 $443 $448 $503

Global Wealth Management $186 $202 $224 $185 $219

International $258 $242 $278 $326 $347

Scotia Capital $386 $384 $296 $277 $312

Earnings from Operations $1,270 $1,285 $1,241 $1,236 $1,381

Other ($265) ($183) ($181) ($152) ($188)

  Total Bank $1,005 $1,102 $1,060 $1,084 $1,193

Preferred shares $49 $49 $51 $52 $51

Net earnings after Preferred Shares $956 $1,053 $1,009 $1,032 $1,142

Contribution per Share

Canadian Banking $0.43 $0.44 $0.43 $0.43 $0.48

Global Wealth Management $0.18 $0.20 $0.22 $0.18 $0.21

International $0.25 $0.23 $0.27 $0.31 $0.33

Scotia Capital $0.38 $0.37 $0.29 $0.27 $0.30

Earnings from Operations $1.24 $1.25 $1.20 $1.19 $1.32

Other ($0.26) ($0.18) ($0.17) ($0.15) ($0.18)

Total Bank $0.98 $1.07 $1.02 $1.04 $1.14

Preferred shares $0.05 $0.05 $0.05 $0.05 $0.05

Net earnings $0.93 $1.03 $0.97 $0.99 $1.09

Contribution per Share Mix (%)

Canadian Banking 35% 36% 36% 36% 36%

Global Wealth Management 15% 16% 18% 15% 16%

International 20% 19% 22% 26% 25%

Scotia Capital 30% 30% 24% 22% 23%

Earnings from Operations 100% 100% 100% 100% 100%

Other -21% -14% -15% -12% -14%

  Total Bank 79% 86% 85% 88% 86%

Preferred shares 4% 4% 4% 4% 4%

Net earnings 75% 82% 81% 83% 83%

Growth Rates (%) Per Share Basis

Canadian Banking n.a. n.a. n.a. n.a. 12%

Global Wealth Management n.a. n.a. n.a. n.a. 16%

International n.a. n.a. n.a. n.a. 32%

Scotia Capital 16% 1% -38% -24% -20%

Earnings for Operations 6% 11% -5% 6% 7%

Other n.m. n.m. n.m. n.m. n.m.

  Total Bank 4% 6% 4% 16% 17%

Preferred shares n.m. n.m. n.m. n.m. n.m.

Net earnings 3% 7% 4% 17% 18%

Source:  Company reports.  
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Exhibit 4: Bank of Nova Scotia (BNS) Quarterly Performance Measures – Balance Sheet/Other  

2010 2011
First Second Third Fourth First

$ millions, except per share data Quarter Quarter Quarter Quarter Quarter
Net Impaired Loans (NILs) $1,178 $992 $1,139 $1,625 $1,524
NILs as % Loans 0.43% 0.35% 0.40% 0.56% 0.52%
Specific loan loss provisions $372 $357 $300 $294 $269
General/Sectoral provisions -$1 -$19 -$24 -$40 $0
Total LLPs $371 $338 $276 $254 $269
Specific LLPs % loans 0.54% 0.52% 0.42% 0.40% 0.37%
Total LLPs % loans 0.53% 0.49% 0.38% 0.35% 0.37%
Gross Impaired Loans (GILs) $4,132 $5,322 $5,398 $4,421 $4,335
GILs as % Loans 1.50% 1.89% 1.88% 1.51% 1.48%
Gross Impaired Loan Formations $1,035 $738 $770 $755 $752
Net Impaired Loan Formations $511 $300 $383 $332 $316
Net Impaired Loan Formations as % Loans 0.19% 0.11% 0.13% 0.11% 0.11%
General Reserves $1,450 $1,450 $1,450 $1,410 $1,410
General Reserves % Risk Adjusted Assets 0.67% 0.67% 0.68% 0.66% 0.65%
Annual Growth Rates
Total Revenue (TEB) 11.1% 3.4% 0.3% 5.4% 5.4%
Other Income 13.6% 10.1% 0.8% 3.9% 3.8%
Non-Interest Expense (NIE) -0.2% 4.4% 3.5% 5.7% 14.0%
Total Revenue (TEB) - NIE 11.3% -1.0% -3.2% -0.3% -8.6%
Loans & Acceptances -11.9% -8.3% 3.5% 5.8% 5.9%
Residential Mortgages -5.9% 2.8% 20.0% 18.6% 14.3%
Personal Deposits 1.9% -0.8% 3.1% 4.1% 4.7%
Mutual Fund Assets (IFIC) 32.7% 33.2% 19.4% 18.2% 18.7%
Risk Weighted Assets (RWA) -9.9% -11.0% -3.8% -3.0% -0.3%
Market at Risk Assets 23.0% 8.9% -0.9% -7.9% -34.6%
Average Assets -5.4% -2.9% 4.7% 6.3% 7.1%
Total Assets $507,626 $526,125 $523,424 $526,657 $541,268
Average Total Assets $501,133 $504,987 $530,400 $525,764 $536,956
Average Total Asset Growth (Qtrly) 1.3% 0.8% 5.0% -0.9% 2.1%
Risk Weighted Assets (RWA) $215,900 $215,100 $213,000 $215,000 $215,300
Market at Risk Assets $10,700 $11,000 $10,600 $10,500 $7,000
Securitization Assets Outstanding $16,768 $15,941 $15,195 $16,043 $16,882
Securitization Assets During the Period $590 $590 $695 $1,895 $1,974
Securitized Assets Outstanding % Loans 6.1% 5.7% 5.3% 5.5% 5.8%
Loans & Acceptances $275,816 $281,268 $286,462 $291,840 $292,179
Loans & Acceptances Growth (Qtrly) 0.0% 2.0% 1.8% 1.9% 0.1%
Residential Mortgage $105,412 $113,771 $118,020 $120,482 $120,527
Residential Mortgage Growth (Qtrly) 3.7% 7.9% 3.7% 2.1% 0.0%
Personal Deposits $124,920 $124,255 $127,856 $128,850 $130,769
Personal Deposit Growth (Qtrly) 0.9% -0.5% 2.9% 0.8% 1.5%
Personal Deposits % Total Deposits 34.2% 33.5% 35.0% 35.6% 34.9%
Total Deposits $364,938 $371,249 $365,241 $361,650 $374,866
Cash and Securities $173,472 $181,390 $167,396 $162,590 $175,495
Liquidity Ratio 34% 34% 32% 31% 32%
Mutual Fund Assets (IFIC) $21,845 $23,378 $23,373 $24,615 $25,925
Mutual Fund Asset Growth (Qtrly) 4.9% 7.0% 0.0% 5.3% 5.3%
Mutual Fund Asset % Personal Deposits 17.5% 18.8% 18.3% 19.1% 19.8%
Common Equity $21,647 $21,577 $22,500 $23,656 $24,106
Common Equity less Goodwill % Risk Weighted Assets 8.7% 8.8% 9.3% 9.6% 9.8%
Common Equity % Risk Weighted Assets 10.0% 10.0% 10.6% 11.0% 11.2%
Tier 1 Capital Ratio 11.2% 11.2% 11.7% 11.8% 11.8%
Total Capital Ratio 13.5% 13.3% 13.9% 13.8% 13.7%

Source: Company reports.  
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Exhibit 6 

Bank of Nova Scotia 
Relative P/E Multiple 

1998 - March 14, 2011
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Exhibit 5 

BNS Share Price Performance
1998 - March 14, 2011 - Weekly
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Canadian Imperial Bank of Commerce 
(CM-T, CM-N) 
 

Mar 14, 2011: $82.25  1-Yr Target:  $105.00  Capitalization  
Rating: 1-Sector Outperform  1-Yr ROR: 32.0%  Shares O/S (M) 394.8 
Risk: Low  2-Yr Target: $115.00  Total Value ($M) 32,476.3 
IBES EPS 2011E $7.44  2-Yr ROR: 48.6%  Float O/S (M) 394.8 
IBES EPS 2012E $8.02  Div. (Curr.): $3.48  Float Value ($M) 32,476.3 
   Yield 4.2%  TSX Weight 2.05% 
Valuation: 13.6x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 26-May-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $1.67A $1.44A $1.36A $1.41A $5.88 10.5x 
2010A $1.65A $1.46A $1.66A $1.68A $6.45 12.1x 
2011E $1.97A $1.80 $1.90 $2.03 $7.70 10.7x 
2012E     $8.50 9.7x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   22.6% 20.9% 21.3% 22.8% 22.2% 
Return on RWA   2.07% 1.91% 2.24% 2.81% 2.89% 
CE to RWA (%)   9.5% 9.5% 11.8% 13.0% 13.2% 
Tier 1 Capital Ratio (%)  10.5% 12.1% 13.9% 15.1% 15.0% 
LLPs (M)  $773 $1,459 $1,187 $1,000 $900 
LLPs % of Loans   0.43% 0.83% 0.64% 0.51% 0.45% 

Fixed Income Research Link

Regular Voting 
Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

CIBC Q1/11 Earnings Large Beat - Very Strong 
Wholesale/Higher Retail 
I N V E S T M E N T  H I G H L I G H T S  

 Canadian Imperial Bank of Commerce (CM) cash operating earnings increased 19% YOY to $1.97 
per share, significantly above expectations due to very strong wholesale earnings, higher retail, and lower 
loan loss provisions.  

 Wholesale earnings were slightly higher than the strong Q1/10 and almost triple Q4/10. Underwriting 
and advisory fees were up significantly with trading revenue solid. 

 Operating ROE: 24.0%, RRWA: 2.89%, Tier 1 Capital: 14.3%. 

 Reported earnings were $1.94 per share including structured credit writedown and gain on sale of 
CIBC Mellon Trust Company's Issuer Services business. 

 The bank indicated that its Basel III Common Equity Tier 1 ratio would be just in excess of the 7% 
2019 minimum capital requirements. CM's dividend payout ratio on our 2011E EPS is 45%, versus the 
target range of 40%-50%. 

 We increased our 2011 and 2012 earnings estimates to $7.70 per share and $8.50 per share from $7.00 
and $7.80 due to recovery in wholesale earnings and improving retail. Our one-year share price target is 
unchanged at $100.  

 We reiterate our 1-Sector Outperform rating due to CM's high profitability (RRWA) and strong 
operating leverage from the stability in the bank's wholesale and retail operating platform. 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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I T E M S  O F  N O T E  

 Reported cash earnings were $1.94 per share, including net one-time charges of $0.03 per share. One-
time items included a loss of $49 million after tax or $0.12 per share on structured credit run-off 
activities, and a gain of $37 million after tax or $0.09 per share on the sale of CIBC Mellon Trust 
Company's Issuer Services business. 

R E T A I L  M A R K E T S  E A R N I N G S  G R O W T H  A C C E L E R A T I N G  

 CIBC Retail Markets earnings increased 20% to $633 million due to lower loan losses, strong wealth 
management revenue, and solid volume growth. 

 Retail Markets revenue increased 5.6%, with non-interest expense increasing 7.5% for negative  
operating leverage of 1.9%. Wealth Management revenue increased 14%, with FirstCaribbean revenue 
declining 18% (stronger C$ and weak economic environment). Wealth Management and FirstCaribbean 
represented 15% and 5% of Retail Markets revenue, respectively. 

 Retail net interest margin (NIM) was 2.85%, a decline of 4 bp QOQ and unchanged YOY. Lower 
contribution from treasury, we believe, offset the positive impact of inclusion of the Mastercard credit card 
portfolio purchased that closed in the fourth quarter (September 2010). 

 Average loans and acceptances increased 6% YOY to $221.9 billion. 

 Specific LLPs were $275 million compared to $367 million a year earlier and $242 million in the 
previous quarter. 

 Deposit and payment fees declined 2% year over year to $186 million. Card fees were $56 million 
compared with $62 million in the previous quarter and $87 million a year earlier. 

 Mutual fund revenue, which is contained in Wealth Management revenue, increased 13% from a year 
earlier to $207 million. Mutual fund assets (IFIC) increased 14% YOY to $50.8 billion. Investment 
management and custodian fees increased 8% from a year earlier to $119 million. 

O V E R A L L  N E T  I N T E R E S T  M A R G I N  

 The overall bank NIM declined 6 bp QOQ but increased 4 bp YOY to 2.13%.  

C I B C  W H O L E S A L E  B A N K I N G  V E R Y  S T R O N G  

 CIBC Wholesale Banking operating earnings were very strong at $188 million (excluding structured 
credit run-off) versus $181 million a year earlier and $68 million in the previous quarter. 

T R A D I N G  R E V E N U E  S O L I D  

 Trading revenue (excluding structured credit run-off) was solid at $164 million versus $157 million in 
the previous quarter and $194 million a year earlier. Equity trading revenue was particularly strong in the 
quarter increasing to $59 million versus $38 million in the previous quarter and $41 million a year earlier. 
Fixed income trading revenue rebounded to $38 million from a very weak $14 million in the previous 
quarter, but remains below the $47 million level a year earlier. 

C A P I T A L  M A R K E T S  R E V E N U E  H I G H  

 Capital markets revenue was $301 million versus $212 million in the previous quarter and $265 million 
a year earlier. Underwriting and advisory fees were up significantly at $162 million versus $87 million the 
previous quarter and $144 million a year earlier. 
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S E C U R I T Y  G A I N S  

 Security gains (AFS/FVO) included in operating earnings were $14 million or $0.02 per share versus  
$47 million or $0.08 per share in the previous quarter and $2 million or $0.00 per share a year earlier.  

 The security surplus declined to $430 million from $576 million in the previous quarter and $572 
million a year earlier. 

C O R P O R A T E  A N D  O T H E R  B U S I N E S S  S E G M E N T  

 The corporate and other segment recorded a loss of $1 million versus a gain of $45 million in the 
previous quarter and a loss of $28 million a year earlier. 

S E C U R I T I Z A T I O N  N E T  I N C O M E  D E C L I N E S  

 Securitization revenue increased to $215 million versus $210 million in the previous quarter and 
$151 million a year earlier. The income statement securitization impact was a gain of $31 million pre-tax 
or $0.05 per share in the quarter versus $102 million pre-tax or $0.18 per share in the previous quarter. 

L O A N  L O S S  P R O V I S I O N S  S T A B L E  

 Specific LLPs were $226 million or 0.48% of loans versus $215 million or 0.46% of loans in the 
previous quarter and $359 million or 0.79% of loans a year earlier. Retail LLPs were $275 million, with 
wholesale LLPs a $2 million recovery and the corporate segment recording a $47 million recovery. The 
bank recorded a general reserve release of $17 million with total LLPs of $209 million in the quarter. 

 Our 2011 and 2012 LLP estimates are unchanged at $1,000 million or 0.51% of loans and $900 million or 
0.45% of loans.  

I M P A I R E D  L O A N S  S T A B L E  T O  S L I G H T  I M P R O V E M E N T  

 Gross impaired loans were flat at $1,829 million or 0.99% of loans in the quarter versus $1,836 million 
in the previous quarter but declined from $1,926 million a year earlier. Net impaired loans were $66 
million versus $52 million in the previous quarter and negative $113 million a year earlier. 

 Gross impaired loan formations declined to $436 million from $453 million in the previous quarter and 
$686 million a year earlier.  

E F F E C T I V E  T A X  R A T E  S T A B L E  

 CIBC's effective tax rate in the quarter was 28.0%, essentially flat from 28.1% in the previous quarter 
and 27.7% a year earlier. 

H I G H  T I E R  1  R A T I O  1 4 . 3 %  

 Tier 1 ratio was 14.3% versus 13.9% in the previous quarter and 13.0% a year earlier. The tangible 
common equity to risk-weighted assets (TCE/RWA) ratio improved to 10.2% compared with 9.9% in the 
previous quarter and 8.4% a year earlier. 

 Total risk-weighted assets were flat sequentially and declined 5% YOY to $107.0 billion, while market-
at-risk assets increased 63% sequentially and 30% YOY to $2.6 billion. 

T I E R  1  C O M M O N  B A S E L  I I I  -  7 %  

 The bank indicated that its pro forma Basel III Common Equity Tier 1 ratio would be just in excess of 
the 7% Basel III 2019 minimum capital requirements. 
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Exhibit 1: First Quarter Earnings Reconciliation 

First Quarter 2011
$M, except per share data Pre Tax After-Tax EPS
Net Income after pfds (Reported) $757 $1.92
Goodwill adjustment $9 $0.02
Reported Cash Earnings $766 $1.94

Adjusted For:
Loss on Structured credit run-off ($68) ($49) ($0.12)
Gain on sale of CIBC Mellon Trust $43 $37 $0.09

($25) ($12) ($0.03)

Underlying Cash Operating Earnings $778 $1.97

Source: Company reports.

Exhibit 2: CIBC (CM) First Quarter Results 

$M, except per share data YOY
First Quarter as at January 31 Q1/10 Q1/11 % Chg
Reported Earnings Per Share $1.60 $1.94 21%

Net Operating Income - Cash Basis $680 $820 21%
Cash Earnings Per Share $1.65 $1.97 19%

Total Revenue (TEB) $3,021 $3,147 4.2%

Non-Interest Expenses $1,700 $1,795 5.6%
Specific LLPs $359 $226 -37%
Specific LLPs % Loans 0.79% 0.48% -0.31%
Profit Margin 22.5% 26.1% 3.5%
Trading Revenue $194 $164 -15%
Trading Revenue % Total Revenue 6.4% 5.2% -1.2%
Capital Markets Revenue $265 $301 14%
Capital Markets Revenue % Total Revenue 8.8% 9.6% 0.8%
Net Security Gains Including FVO $2 $14 n.m.
Net Security Gains Per Share $0.00 $0.02 n.m.
Return on Equity* 22.5% 24.0% 1.4%
Return on Risk Weighted Assets 2.21% 2.89% 0.68%
Segmented Earnings (Cash)
Retail Markets $527 $633 20%
% Mix 74% 77%
CIBC World Markets $181 $188 3%
% Mix 26% 23%
Corporate and Other -$28 -$1 n.m.
Total $680 $820
Book Value per Share $29.91 $32.98 10%
Common Equity % RWA 10.3% 12.2% 1.9%
Tangible CE % RWA 8.4% 10.2% 1.8%
Tier 1 Capital Ratio 13.0% 14.3% 1.3%
Total Capital Ratio 17.1% 18.4% 1.3%

* Cash Operating

NIL = net impaired loans; LLP = loan loss provisions; TEB = tax-equivalent basis; 
RWA = risk weighted assets.          
Source: Company reports.  
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Exhibit 3: CIBC (CM) Quarterly Performance – Income Statement 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Income Statement
Net interest Income $1,509 $1,461 $1,551 $1,649 $1,613
Tax Equivalent Adjustment 8 8 11 26 39
Other Income 1,504 1,355 1,418 1,347 1,495
Total Revenue  (TEB) $3,021 $2,824 $2,980 $3,022 $3,147
Provision for Loan Losses 359 316 297 215 209
Non-Interest Expense 1,700 1,654 1,716 1,828 1,795
Income Taxes and Minority Interest (TEB) 282 244 277 277 323
Cash Operating Net Income $680 $610 $690 $702 $820
Goodwill and Intangibles 8 7 7 8 9
Accrual Operating Net Income 672 603 683 694 811
Preferred Shares 42 43 42 42 42
Special Gains/(Charges)/General Provisions ($20) $57 ($43) ($194) ($12)
Reported Cash Net Income (before preferreds) $660 $667 $647 $508 $808
Net Interest Income (TEB) % Earning Assets 2.09% 2.12% 2.05% 2.19% 2.13%
Retail Net Interest Income (TEB) % Avg. Loans & Acceptances 2.85% 2.80% 2.79% 2.89% 2.85%
Percentage of Risk Weighted Assets (RWA)
Net Interest Income (TEB) 5.25% 5.47% 5.75% 6.22% 6.14%
Other Income 5.20% 5.04% 5.22% 5.00% 5.55%
Total Revenue (TEB) 10.45% 10.51% 10.97% 11.21% 11.69%
Non-Interest Expense 5.88% 6.15% 6.32% 6.78% 6.67%
Operating Profits before LLPs 4.57% 4.35% 4.65% 4.43% 5.02%
Loan Loss Provisions 1.24% 1.18% 1.09% 0.80% 0.78%
Operating Profits 3.33% 3.18% 3.56% 3.63% 4.25%
Income Taxes and Minority Interest (TEB) 0.98% 0.91% 1.02% 1.03% 1.20%
Cash Operating Return on RWA 2.35% 2.27% 2.54% 2.60% 3.05%
Preferred Shares 0.15% 0.16% 0.15% 0.16% 0.16%
Cash Operating Return on RWA after preferreds 2.21% 2.11% 2.39% 2.45% 2.89%
Special Gains/Charges -0.07% 0.21% -0.16% -0.72% -0.04%
Accrual Return on RWA 2.32% 2.24% 2.51% 2.58% 3.01%
Reported Earnings Per Share $1.60 $1.61 $1.55 $1.19 $1.94
Cash Operating Earnings Per Share $1.65 $1.46 $1.66 $1.68 $1.97
Reported Return on Equity 21.8% 22.5% 20.1% 14.8% 23.5%
Return on Equity* 22.5% 20.4% 21.5% 21.0% 24.0%
Book Value per Share $29.91 $30.00 $31.36 $32.17 $32.98
Security Surplus Net of Hedges*** $572 $386 $629 $576 $430
Profit Margin (Cash Operating Income as % Total Revenue) 22.5% 21.6% 23.2% 23.2% 26.1%
Trading Revenue $194 $150 $181 $157 $164
Trading Revenue % Total Revenue 6.4% 5.3% 6.1% 5.2% 5.2%
Securitization Revenue $151 $120 $150 $210 $215
Securitization Pre-Tax Impact $13 ($7) $48 $102 $31
Securitization EPS Impact $0.02 ($0.01) $0.08 $0.18 $0.05
Capital Market Revenue $265 $207 $216 $212 $301
Capital Market Revenue % Total Revenue 8.8% 7.3% 7.2% 7.0% 9.6%
Net Security Gains*** $2 $37 $52 $47 $14
Net Security Gains (EPS) $0.00 $0.06 $0.09 $0.08 $0.02
Effective Tax Rate (TEB) 27.7% 27.9% 28.3% 28.1% 28.0%
Productivity Ratio** 56.3% 58.6% 57.6% 60.5% 57.0%

*Cash Operating      **Excludes amortization of intangibles  ***Includes FVO revenue

Source: Company reports.  



Banks First Quarter Overview March 2011 

140 

Exhibit 4: CIBC (CM) Segmented Earnings 

2010 2011

First 
Quarter

Second 
Quarter

Third 
Quarter

Fourth 
Quarter

First 
Quarter

Contribution ($M) (Cash) *

Retail Markets $527 $492 $605 $589 $633

CIBC World Markets $181 $134 $123 $68 $188

Earnings from Operations exclusive of special charges $708 $626 $728 $657 $821

Corporate and Other ($28) ($16) ($38) $45 ($1)

Operating Net Earnings $680 $610 $690 $702 $820

Special Gains/Charges ($20) $57 ($43) ($194) ($12)

Reported Net Earnings $660 $667 $647 $508 $808

Preferred Shares $42 $43 $42 $42 $42

Operating Net Earnings after preferreds $638 $567 $648 $660 $778

Goodwill and Intangible Amortization $8 $7 $7 $8 $9

Net Earnings after Goodwill and Intangibles $630 $560 $641 $652 $769

Contribution per Share *

Retail Markets $1.37 $1.27 $1.55 $1.50 $1.61

CIBC World Markets $0.47 $0.35 $0.32 $0.17 $0.48

Earnings from Operations** $1.84 $1.61 $1.87 $1.68 $2.08

Corporate and Other ($0.07) ($0.04) ($0.10) $0.11 ($0.00)

Operating Net Earnings $1.76 $1.57 $1.77 $1.79 $2.08

Preferred Shares $0.11 $0.11 $0.11 $0.11 $0.11

Net Earnings after preferreds $1.65 $1.46 $1.66 $1.68 $1.97

Contribution per Share (% Mix) ***

Retail Markets 74% 79% 83% 90% 77%

CIBC World Markets 26% 21% 17% 10% 23%

Earnings from Operations** 100% 100% 100% 100% 100%

Corporate and Other -4% -3% -5% 7% 0%

Net Earnings (basic) 96% 97% 95% 107% 100%

Preferred Shares 6% 7% 6% 6% 5%

Net Earnings after preferreds 90% 91% 89% 100% 95%

Growth Rates ***

Retail Markets -11% 4% 38% 22% 18%

CIBC World Markets 21% -43% -35% -49% 1%

Corporate and Other n.m. n.m. n.m. n.m. n.m.

Earnings from Operations** -4% -12% 16% 6% 13%

Preferred Shares 15% 9% -6% -4% -2%

Net Earnings -1% 1% 22% 19% 19%

* Figures may not add due to rounding.
** Earnings from major operating business units, adjusted for special charges.
*** Calculated on an EPS contribution basis.
Source:  Company reports.  
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Exhibit 5: CIBC (CM) Quarterly Performance Measures – Balance Sheet/Other  

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Net Impaired Loans (NILs) ($113) ($102) $5 $52 $66
NILs as % Loans -0.06% -0.06% 0.00% 0.03% 0.04%
Specific Loan Loss Provisions** $359 $316 $297 $215 $226
General provisons $0 $0 ($76) ($65) ($17)
Total Loan Loss Provisions (LLPs) $359 $316 $221 $150 $209
Specific LLPs % Loans 0.79% 0.71% 0.64% 0.46% 0.48%
Total LLPs % Loans 0.79% 0.71% 0.47% 0.32% 0.45%
Gross Impaired Loans (GILs) $1,926 $1,968 $2,042 $1,836 $1,829
GILs as % Loans 1.07% 1.07% 1.10% 0.99% 0.99%
Gross Impaired Loan Formations $686 $566 $557 $453 $436
Net Impaired Loan Formations $403 $343 $369 $228 $248
Net Impaired Loan Formations as % Loans 0.22% 0.19% 0.20% 0.12% 0.13%
General Reserves $1,309 $1,292 $1,220 $1,153 $1,135
General Reserves % Risk Weighted Assets 1.17% 1.19% 1.14% 1.08% 1.06%
Annual Growth Rates*
Total Revenue (TEB) 5.2% 0.7% 3.5% 5.3% 4.2%
Other Income -1.2% -12.0% -5.0% -5.3% -0.6%
Non-Interest Expense 3.7% 1.8% 4.0% 11.3% 5.6%
Other Income - NIE -5.0% -13.7% -9.0% -16.6% -6.2%
Loans & Acceptances -0.6% 8.1% 7.3% 5.1% 2.9%
Residential Mortgages 4.6% 23.7% 15.0% 8.6% 5.0%
Personal Deposits 9.9% 7.8% 6.4% 4.6% 1.9%
Mutual Fund Assets 9.4% 11.7% 7.6% 11.0% 13.5%
Risk Weighted Assets (RWA) -8.4% -9.4% -7.1% -9.1% -4.6%
Market at Risk Assets -28.6% -24.0% 17.6% 23.1% 30.0%
Average Assets -7.7% -5.7% 3.6% 4.9% 3.9%
Total Assets $337,239 $336,001 $349,600 $352,040 $363,219
Average Total Assets $340,822 $333,589 $353,092 $355,868 $354,267
Average Total Asset Growth (Qtrly) 0.5% -2.1% 5.8% 0.8% -0.4%
Risk Weighted Assets $112,122 $108,324 $107,176 $106,663 $106,986
Market at Risk Assets $2,000 $1,900 $2,000 $1,600 $2,600
Securitization Asset Outstanding $49,270 $46,451 $48,625 $53,669 $55,695
Securitization Asset % Loans & Acceptances 27.4% 25.3% 26.3% 29.1% 30.1%
Loans & Acceptances $180,115 $183,736 $184,987 $184,576 $185,261
Loans & Acceptances Growth (Qtrly) 2.6% 2.0% 0.7% -0.2% 0.4%
Residential Mortgage $89,605 $93,942 $96,049 $93,568 $94,045
Residential Mortgage Growth (Qrtly) 4.0% 4.8% 2.2% -2.6% 0.5%
Personal Deposits $111,237 $111,865 $113,059 $113,294 $113,400
Personal Deposit Growth (Qtrly) 2.7% 0.6% 1.1% 0.2% 0.1%
Personal Deposits % Total Deposits 49.6% 49.3% 47.5% 45.9% 43.8%
Total Deposits $224,269 $226,793 $238,102 $246,671 $258,983
Cash and Securities $84,334 $74,930 $92,049 $89,660 $102,990
Liquidity Ratio 25% 22% 26% 25% 28%
Mutual Fund Assets (IFIC) $44,756 $46,596 $46,243 $48,602 $50,820
Mutual Fund Asset Growth (Qtrly) 2.2% 4.1% -0.8% 5.1% 4.6%
Mutual Fund Asset % Personal Deposits 40.2% 41.7% 40.9% 42.9% 44.8%
Common Equity $11,558 $11,654 $12,256 $12,634 $13,021
Common Equity less Goodwill % RWA 8.4% 8.9% 9.5% 9.9% 10.2%
Common Equity % RWA 10.3% 10.8% 11.4% 11.8% 12.2%
Tier 1 Capital Ratio 13.0% 13.7% 14.2% 13.9% 14.3%
Average Assets -7.7% -5.7% 3.6% 4.9% 3.9%

* Excludes the impact of Special Gains/Charges.

Source: Company reports.  
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Exhibit 6 

CM Share Price Performance
1998 - March 14, 2011 - Weekly
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Exhibit 7 

Canadian Imperial Bank of Commerce
Relative P/E Multiple 

1998 - March 14, 2011
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National Bank 
(NA-T) 
 

Mar 14, 2011: $74.77  1-Yr Target:  $90.00  Capitalization  
Rating: 2-Sector Perform  1-Yr ROR: 24.0%  Shares O/S (M) 163.6 
Risk: Low  2-Yr Target: $100.00  Total Value ($M) 12,231.9 
IBES EPS 2011E $6.97  2-Yr ROR: 41.0%  Float O/S (M) 163.6 
IBES EPS 2012E $7.43  Div. (Curr.): $2.64  Float Value ($M) 12,231.9 
   Yield 3.5%  TSX Weight 0.79% 
Valuation: 12.9x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 26-May-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $1.51A $1.53A $1.79A $1.40A $6.22 9.1x 
2010A $1.55A $1.50A $1.57A $1.63A $6.25 10.7x 
2011E $1.80A $1.70 $1.72 $1.78 $7.00 10.7x 
2012E     $7.70 9.7x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   19.9% 19.0% 17.7% 17.8% 17.6% 
Return on RWA   1.70% 1.72% 1.88% 2.30% 2.25% 
CE to RWA (%)   8.2% 9.2% 12.3% 13.5% 12.2% 
Tier 1 Capital Ratio (%)  9.4% 10.7% 14.0% 15.3% 13.7% 
LLPs (M)  $117 $179 $144 $160 $150 
LLPs % of Loans   0.21% 0.31% 0.23% 0.24% 0.21% 

Fixed Income Research Link

Regular Voting 
Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

Q1/11 Earnings Beat – Retail & Wealth Strong 
I N V E S T M E N T  H I G H L I G H T S  

 National Bank of Canada (NA) cash operating earnings increased 16% YOY to $1.80 per share, 
above expectations. Earnings were driven by strong Retail and Wealth Management earnings and higher 
security gains. Volume growth was strong at 7% with revenue growth of 7% and expenses increasing 4% 
for positive operating leverage of 3%. 

 Wealth Management earnings increased 91% with Retail earnings increasing 15%, offsetting a 5% 
decline in Financial Markets earnings.  

 Operating ROE: 19.0%, RRWA: 2.37%, Tier 1 Capital: 14.6%. 

 The bank disclosed its Basel III Tier 1 Common ratio at 8.1%, exceeding minimum 2019 requirement 
of 7%, extremely positive.  

 NA dividend payout ratio of 38% on our 2011 earnings estimate is below its target range of 40%-50%. 

 We increased our 2011 and 2012 earnings estimates to $7.00 and $7.70 from $6.80 and $7.50 due to 
strong earnings from wealth management and improving retail. One-year share price target is unchanged 
at $90. We downgraded NA to 2-Sector Perform from 1-Sector Outperform (March 3) based on share 
price performance and relative P/E expansion. 
 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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Q 1 / 1 1  E A R N I N G S  A B O V E  E X P E C T A T I O N S  

 NA reported an increase in cash operating earnings of 16% YOY to $1.80 per share, above our 
expectations of $1.68 and IBES at $1.64. Earnings were driven by strong retail and wealth management 
earnings and slightly higher security gains. 

 Operating ROE: 19.0%, RRWA: 2.37%, Tier 1 Capital: 14.6%. 

P E R S O N A L  &  C O M M E R C I A L  B A N K I N G  E A R N I N G S  S T R O N G  

 Personal & Commercial Banking earnings increased 15% YOY to $157 million from $136 million a 
year earlier and 7% from $147 million in the previous quarter. Earnings were driven by strong volume 
growth partially offset by a decline in the net interest margin.  

 Average loans and acceptances were up 9% YOY. Retail net interest margin was 2.45%, a decline of 3 
bp QOQ and 5 bp YOY.  

 LLPs remained at relatively low levels of $55 million versus $54 million a year earlier and $53 million 
in the previous quarter. 

 Revenue increased 6% YOY to $633 million, with expenses increasing 4% YOY to $359 million for 
positive operating leverage of 2%. The efficiency ratio improved to 56.7% versus 57.9% a year earlier. 

 Deposit and service fees were flat YOY at $56 million. 

W E A L T H  M A N A G E M E N T  E A R N I N G S  I N C R E A S E  9 1 %  

 Wealth Management earnings increased 91% YOY and 29% QOQ to $44 million, as revenue increased 
13% YOY with expenses only increasing 1% YOY. Mutual fund assets (IFIC) increased 10% from a year 
earlier to $12.9 billion. 

F I N A N C I A L  M A R K E T S  E A R N I N G S  I M P R O V E  S E Q U E N T I A L L Y ,  D E C L I N E  Y O Y  

 Financial Markets earnings declined 5% YOY to $137 million from $144 million a year earlier but 
increased 11% from $123 million in the previous quarter. Trading revenue was stable at $136 million from 
$138 million in the previous quarter, but remains below $152 million a year earlier. Capital Markets 
revenue was solid at $154 million versus $140 million in the previous quarter and $142 million a year 
earlier. 

T R A D I N G  R E V E N U E  S O L I D  

 Trading revenue was solid at $136 million versus $138 million in the previous quarter, but remains 
below the $152 million level a year earlier. Fixed income trading declined to $35 million from $46 million 
in the previous quarter and $68 million a year earlier.  

 Equity trading revenue increased to $74 million from $73 million in the previous quarter and $58 
million a year earlier, with commodity and foreign exchange revenue increasing to $25 million from 
$22 million the previous quarter and $24 million a year earlier.  

 Trading revenue represented 11% of total revenue in the quarter versus 13% a year earlier and 12% in 
the previous quarter. 

C A P I T A L  M A R K E T S  R E V E N U E  I N C R E A S E S  8 %  

 Capital Markets revenue increased to $154 million versus $140 million in the previous quarter and $142 
million a year earlier. 
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S E C U R I T Y  G A I N S  H I G H   

 Security gains were up slightly at $27 million or $0.11 per share in the quarter versus $8 million or 
$0.03 per share in the previous quarter but below the $35 million or $0.15 per share a year earlier. 
Security gains represented 6% of earnings in Q1/11.  

U N R E A L I Z E D  S E C U R I T Y  S U R P L U S  D E C L I N E S ,  E Q U I T Y  C O M P O N E N T  I N C R E A S E S  

 Securities surplus was $150 million ($63 million for equity component) versus a surplus of $311 million 
($32 million for equity component) in the previous quarter and a surplus of $191 million ($72 million for 
equity component) a year earlier. 

S E C U R I T I Z A T I O N  R E V E N U E  A N D  E C O N O M I C  I M P A C T  

 Securitization economic impact was a gain of $1 million or $0.00 per share versus a gain of $0.05 per 
share in the previous quarter and $0.02 per share a year earlier. 

 Securitization revenue was $77 million in the quarter, down from $86 million in the previous quarter 
and up from $74 million a year earlier. 

L O A N  L O S S  P R O V I S I O N S  R E M A I N  A T  L O W  L E V E L S ,  2 4  B P  

 Specific loan loss provisions (LLPs) were $39 million or 0.24% of loans, versus $37 million or 0.23% 
of loans the previous quarter and $43 million or 0.28% of loans a year earlier. 

 We increased our 2011 and 2012 LLP estimates to $160 million and $150 million, respectively, from 
the $140 million level due to slightly higher loan losses in commercial. Loan loss levels, however, remain 
extremely low, near trough levels. 

I M P A I R E D  L O A N  F O R M A T I O N S  I N C R E A S E  

 Impaired loan formations were $65 million versus $19 million in the previous quarter and $70 million a 
year earlier. The loan formations this quarter were comprised of $13 million from retail and $52 million from 
commercial.  

 Gross impaired loans (GILs) were $411 million or 0.64% of loans in the quarter versus $369 million in 
the previous quarter. Net impaired loans (NILs) were negative $215 million versus negative $267 million 
in the previous quarter. 

T I E R  1  R A T I O  1 4 . 6 %  

 Tier 1 ratio increased to 14.6% from 14.0% in the previous quarter and 12.5% a year earlier. 

 Capital ratios improved due to internally generated capital and a decline in risk-weighted assets (RWA). 
RWA declined 4% YOY and 1% sequentially to $49.3 billion. TCE/RWA increased to 10.3% from 9.9% 
in the previous quarter.  

 Book value increased 11% YOY to $38.50 per share. 
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B A S E L  I I I  -  T I E R  1  C O M M O N  8 . 1 %  

 NA disclosed its Tier 1 Common ratio under Basel III at 8.1%, which is very significant as it exceeds 
the 7.0% 2019 minimum levels. Increased clarity on capital is expected to help the bank group's risk 
premium decline or P/E multiples increase. 

N A  O F F E R S  T O  R E P U R C H A S E  P R E F E R R E D S  –  R E A L L O C A T E  D I V I D E N D S   

 NA announced an offer to repurchase all of its Rate Reset Preferred Shares Series 21, Series 24, and 
Series 26 with face value of $516 million at an average premium of 2.6%, totaling $569 million. The bank 
expects to mail the circular on or about March 4 with the offer open for 35 days.  

 The repurchases would result in potential annual dividend savings of $31.6 million or $0.19 per share 
assuming that all shares are tendered. The bank indicated that the EPS impact would be a positive $0.13 
per share after funding costs, which the bank intends to reallocate to common dividends. If earnings 
increased $0.13 per share and the bank paid out 40% to common shareholders, the dividend would 
increase by $0.05 per share or 2%. 

 NA indicated a premium of $52 million would be paid out if all shares are tendered, reducing book 
value/retained earnings by $0.32 per share with a negative 10 bp impact on Tier 1 Common.  
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Exhibit 1: National Bank of Canada (NA) First Quarter Results 

$M, except per share data YOY
First Quarter as at January 31 Q1/10 Q1/11  %Chg
Net Operating Income - Cash Basis $268 $312 16%
Cash Operating Earnings Per Share $1.55 $1.80 16%
Reported Cash Earnings per Share $1.22 $1.80 48%
Total Revenue (TEB) $1,128 $1,210 7%
Non-Interest Expense $679 $706 4%
Specific LLPs $43 $39 -9%
Specific LLPs % Loans 0.28% 0.24% -0.04%
Profit Margin 23.8% 25.8% 2.0%
Trading Revenue $152 $136 -11%
Trading Revenue % Total Revenue 13.5% 11.2% -2.2%
Capital Markets $142 $154 8%
Capital Markets % Total Revenue 13% 13% 0%
Net Security Gains $35 $27 -23%
Net Security Gains % Total Revenue 3% 2% -1%
Net Security Gains per share $0.15 $0.11 -23%
Return on Equity - Operating 18.1% 19.0% 0.9%
Return on Risk Weighted Assets 1.82% 2.37% 0.55%
Segmented Earnings (Cash)
Personal & Commercial Banking $136 $157 15%

% Mix 45% 46%
Wealth Management $23 $44 91%

% Mix 8% 13%
Financial Markets $144 $137 -5%

% Mix 48% 41%
Other ($35) ($26) n.m.
Total $268 $312 16%
Book Value Per Share $34.63 $38.50 11%
Common Equity % RWA 10.9% 12.8% 1.9%
Common Equity less Goodwill % RWA 8.7% 10.3% 1.6%
Tier 1 Capital Ratio 12.5% 14.6% 2.1%
Tier 1 & 2 Capital Ratio 16.1% 18.1% 1.9%
Notes: NIL = net impaired loans; LLP = loan loss provisions; RWA = risk weighted assets.
Source:  Company reports.  
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Exhibit 2: National Bank of Canada (NA) Quarterly Performance – Income Statement 

2010 2011

First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Income Statement
Net Interes t Incom e $482 $445 $504 $492 $520

Tax Equivalent Adjus tm ent 46 47 55 58 57

Other Incom e 600 607 553 606 633

Total Revenue (TEB) 1,128 1,099 1,112 1,156 1,210

Provis ion for Loan Losses 43 36 28 37 39

Non-Interes t Expense 679 660 681 692 706

Incom e Taxes  and Minority Interes t (TEB) 138 142 130 145 153

Cash Operating Net Incom e 268 261 273 282 312

Preferred Shares 16 16 16 15 16

Cash Operating Net Income after Preferred Shares $252 $245 $257 $267 $296
Goodwill 0 0 0 0 0
Net income (accrual) 268 261 273 282 312
Special Gains /(Charges) (53) 0 (2) 5 0

Net Incom e after Special Gains $215 $261 $271 $287 $312

Net Interes t Incom e (TEB) % Average Assets 1.60% 1.41% 1.53% 1.53% 1.52%

Net Interes t Incom e (TEB) % Earning Assets 1.83% 1.63% 1.91% 1.74% 1.74%

Net Interest Income (TEB) Retail % Average Assets 2.50% 2.49% 2.46% 2.48% 2.45%

Percentage of Risk Weighted Assets (RWA)
Net Interes t Incom e 3.81% 3.90% 4.29% 4.31% 4.62%

Other Incom e 4.33% 4.81% 4.24% 4.75% 5.06%

Total Revenue 8.14% 8.72% 8.53% 9.06% 9.68%

Non-Interes t Expense Excluding Goodwill 4.90% 5.23% 5.22% 5.42% 5.65%

Operating Profits  before LLPs 3.24% 3.48% 3.31% 3.64% 4.03%

Loan Loss  Provis ions 0.31% 0.29% 0.21% 0.29% 0.31%

Operating Profits 2.93% 3.20% 3.09% 3.35% 3.72%

Incom e Taxes  and Minority Interes t (TEB) 1.00% 1.13% 1.00% 1.14% 1.22%

Cash Return on RWA before Preferreds 1.93% 2.07% 2.09% 2.21% 2.50%

Preferred Shares 0.12% 0.13% 0.12% 0.12% 0.13%

Cash Return on RWA after Preferreds 1.82% 1.94% 1.97% 2.09% 2.37%
Reported Cash Earnings  Per Share $1.22 $1.50 $1.56 $1.66 $1.80

Cash Operating Earnings Per Share $1.55 $1.50 $1.57 $1.63 $1.80

Return on Equity* 18.1% 18.0% 17.7% 17.5% 19.0%
Reported Return on Equity 14.3% 18.0% 17.7% 18.0% 19.0%

Book Value per Share $34.63 $34.48 $36.01 $37.59 $38.50

Security Surplus $191 $34 $157 $311 $150
Profit Margin (Net Incom e as  % Total Revenue) 23.8% 23.7% 24.6% 24.4% 25.8%

Trading Revenue $152 $150 $89 $138 $136
Trading Revenue % Total Revenue 13.5% 13.6% 8.0% 11.9% 11.2%

Securitization Revenue $74 $55 $69 $86 $77
Securitization Pre-Tax Im pact $6 ($10) $5 $12 $1

Securitization EPS Im pact $0.02 ($0.04) $0.02 $0.05 $0.00

Capital Market Revenue $142 $145 $142 $140 $154
Capital Market Revenue % Total Revenue 12.6% 13.2% 12.8% 12.1% 12.7%

Net Security Gains $35 $39 $31 $8 $27
Net Security Gains  % Total Revenue 3.1% 3.5% 2.8% 0.7% 2.2%

Net Security Gains  (EPS) $0.15 $0.16 $0.13 $0.03 $0.11

Other Incom e % Total Revenue 53.2% 55.2% 49.7% 52.4% 52.3%

Effective Tax Rate (TEB) 31.0% 30.5% 29.8% 27.6% 27.7%

Productivity Ratio 60.2% 60.1% 61.2% 59.9% 58.3%

* Cash Operating

Source:  Com pany reports .  
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Exhibit 3: National Bank of Canada (NA) Segmented Earnings 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Contribution ($M) (Cash)

Personal & Com m ercial Banking $136 $136 $159 $147 $157

Wealth Managem ent $23 $29 $29 $34 $44

Financial Markets , Treasury & Inves tm ent Banking $144 $121 $94 $123 $137

Earnings  from  Operations $303 $286 $282 $304 $338

Other ($35) ($25) ($9) ($22) ($26)

Total Net Earnings  before Preferred Shares $268 $261 $273 $282 $312

Preferred shares $16 $16 $16 $15 $16

Net Earnings $252 $245 $257 $267 $296

Contribution per Share (Cash Basis) 

Personal & Com m ercial Banking $0.83 $0.83 $0.97 $0.90 $0.95

Wealth Managem ent $0.14 $0.18 $0.18 $0.21 $0.27

Financial Markets , Treasury & Inves tm ent Banking $0.88 $0.74 $0.58 $0.75 $0.83

Earnings  from  Operations $1.86 $1.75 $1.73 $1.86 $2.05

Other ($0.21) ($0.15) ($0.06) ($0.13) ($0.16)

  Total Bank $1.64 $1.60 $1.67 $1.72 $1.89

Preferred shares $0.10 $0.10 $0.10 $0.09 $0.10

Net earnings $1.55 $1.50 $1.57 $1.63 $1.80

Contribution per Share Mix (%)

Personal & Com m ercial Banking 45% 48% 56% 48% 46%

Wealth Managem ent 8% 10% 10% 11% 13%

Financial Markets , Treasury & Inves tm ent Banking 48% 42% 33% 40% 41%

Earnings  from  Operations 100% 100% 100% 100% 100%

Other -12% -9% -3% -7% -8%

  Total Bank 88% 91% 97% 93% 92%

Preferred shares 5% 6% 6% 5% 5%

Net Earnings 83% 86% 91% 88% 88%

Growth Rates (Cash Earnings per Share) (%)

Personal & Com m ercial Banking -2% 16% 28% 35% 14%

Wealth Managem ent -27% -5% 10% 30% 89%

Financial Markets , Treasury & Inves tm ent Banking 91% -3% -45% -17% -6%

Earnings  from  Operations 23% 5% -13% 7% 10%

Other n.m . n.m . n.m . n.m . n.m .

Net earnings  before goodwill 4% -2% -11% 15% 15%

Preferred shares 36% -3% 0% -6% -1%

Net Earnings 2% -2% -12% 16% 16%

* Figures  m ay not add due to rounding. 
Source:  Com pany reports .  
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Exhibit 4: National Bank of Canada (NA) Quarterly Performance Measures – Balance Sheet/Other 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Net Impaired Loans (NILs) ($199) ($213) ($276) ($267) ($215)
NILs  as  % Loans  -0.3% -0.3% -0.4% -0.4% -0.3%

Specific Loan Loss Provisions $43 $36 $28 $37 $39
General Provis ions $0 $0 $0 $0 $0

Total Loan Loss  Provis ions  (LLPs) $43 $36 $28 $37 $39

Specific LLPs % Loans 0.28% 0.24% 0.18% 0.23% 0.24%
Total LLPs  % Loans 0.28% 0.24% 0.18% 0.23% 0.24%

Gross Impaired Loans (GILs) $453 $447 $379 $369 $411
GILs  as  % Loans 0.75% 0.73% 0.61% 0.58% 0.64%

Net Impaired Loan Formations $70 $22 ($47) $19 $65
Net Im paired Loan Form ations  as  % Loans 0.12% 0.04% -0.08% 0.03% 0.10%

General Reserves  ** $458 $459 $452 $429 $409

General Reserves  % Risk Adjus ted Assets 0.89% 0.88% 0.88% 0.86% 0.83%

Annual Growth Rates

Total Revenue (TEB) 7.4% -0.1% -5.0% 1.7% 7.3%
Other Incom e 2.1% 21.5% -18.8% -4.3% 5.5%

Non-Interes t Expense (NIE) 5.7% 1.1% 2.0% -1.1% 4.0%

Total Revenue - NIE 1.7% -1.2% -7.0% 2.8% 3.3%

Loans & Acceptances 6.9% 7.8% 8.1% 8.2% 7.4%

Personal Deposits -1.7% -2.5% -1.4% -1.4% 1.5%

Residential Mortgages 0.5% 6.2% 7.2% 5.6% 7.4%

Mutual Fund Assets 22.1% 21.9% 6.1% 9.6% 10.0%
Risk Weighted Assets -10.4% -8.1% -11.8% -15.0% -3.9%

Market at Risk Assets -36.8% -25.2% -23.7% -17.2% -15.8%

Average Assets -7.3% -0.5% -0.7% 7.2% 15.0%

Total Assets $134,125 $150,735 $146,352 $145,301 $152,508

Average Total Assets $131,234 $142,605 $144,913 $142,755 $150,895

Average Total Asset Growth (Qtrly) -1.5% 8.7% 1.6% -1.5% 5.7%

Risk Weighted Assets  (RWA) $51,341 $52,073 $51,402 $49,831 $49,339

Market at Risk Assets $3,553 $3,554 $3,429 $3,226 $2,993

Securitization Asset Outs tanding $10,021 $9,561 $10,462 $10,979 $11,387

Securitization Asset Outs tanding & Loans  & Acceptances 16.7% 15.6% 16.8% 17.4% 17.6%

Loans  & Acceptances  $60,100 $61,177 $62,428 $63,134 $64,546

Loans & Acceptances Growth (Qtrly) 3.0% 1.8% 2.0% 1.1% 2.2%
Res idential Mortgage $14,775 $15,235 $15,782 $15,802 $15,871

Residential Mortgage Growth (Qrtly) -1.2% 3.1% 3.6% 0.1% 0.4%
Mortgage Securitization $8,798 $8,788 $9,102 $9,619 $10,027

Credit Card, Consum er & Direct Loan Securitization $1,223 $773 $1,360 $1,360 $1,360

Personal Depos its $34,093 $34,014 $34,072 $34,112 $34,596

Personal Deposit Growth (Qtrly) -1.5% -0.2% 0.2% 0.1% 1.4%
Personal Depos its  % Total Depos its 44.9% 40.7% 41.7% 41.7% 40.9%

Total Depos its $75,892 $83,646 $81,626 $81,785 $84,670

Cash and Securities $55,381 $68,251 $54,899 $56,542 $66,681

Liquidity Ratio 41% 45% 38% 39% 44%

Mutual Fund Assets $11,688 $12,092 $11,867 $12,507 $12,857

Mutual Fund Asset Growth (Qtrly) 2.4% 3.5% -1.9% 5.4% 2.8%
Mutual Fund Asset % Personal Depos its 34.3% 35.5% 34.8% 36.7% 37.2%

Com m on Equity $5,604 $5,595 $5,846 $6,119 $6,299

Com m on Equity less  Goodwill % RWA* 8.7% 8.5% 9.1% 9.9% 10.3%

Com m on Equity % RWA 10.9% 10.7% 11.4% 12.3% 12.8%

Tier 1 Capital Ratio 12.5% 12.6% 13.0% 14.0% 14.6%
Total Capital Ratio 16.1% 16.1% 16.4% 17.5% 18.1%
* Moody's  Definition. **$126 m illion of allowances  for loans  guaranteed by ABCP added to general in Q4/09
Source: Com pany reports .  
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Exhibit 5 

NA Share Price Performance
1998 - March 14, 2011 - Weekly
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Exhibit 6 

National Bank
Relative P/E Multiple 

1998 - March 14, 2011
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Royal Bank of Canada 
(RY-T, RY-N) 
 

Mar 14, 2011: $60.05  1-Yr Target:  $75.00  Capitalization  
Rating: 1-Sector Outperform  1-Yr ROR: 28.4%  Shares O/S (M) 1,425.9 
Risk: Low  2-Yr Target: $85.00  Total Value ($M) 85,625.4 
IBES EPS 2011E $4.64  2-Yr ROR: 48.5%  Float O/S (M) 1,425.9 
IBES EPS 2012E $5.13  Div. (Curr.): $2.00  Float Value ($M) 85,625.4 
   Yield 3.3%  TSX Weight 5.41% 
Valuation: 15.0x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 27-May-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $1.22A $0.97A $1.20A $1.06A $4.45 12.3x 
2010A $1.03A $0.96A $0.87A $0.84A $3.70 14.7x 
2011E $1.26A $1.20 $1.24 $1.30 $5.00 12.0x 
2012E     $5.50 10.9x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   23.0% 20.6% 15.9% 19.8% 19.5% 
Return on RWA   2.15% 2.40% 2.11% 2.75% 2.57% 
CE to RWA (%)   10.1% 13.1% 13.1% 14.6% 12.0% 
Tier 1 Capital Ratio (%)  9.0% 13.0% 13.0% 14.1% 11.6% 
LLPs (M)  $1,430 $2,796 $1,834 $1,400 $1,200 
LLPs % of Loans   0.48% 0.96% 0.61% 0.46% 0.38% 

Fixed Income Research Link

Regular Voting 
Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

RY Q1/11 – Earnings Big Beat – Upgraded to  
1-Sector Outperform – Share Price Target $75 
I N V E S T M E N T  H I G H L I G H T S  

 Royal Bank (RY) cash operating EPS increased 23% year over year (YOY) to $1.26 per share, a big 
beat versus our estimate of $0.98 per share and consensus at $1.00 per share. Earnings were better than 
expected due to higher Retail and Wholesale (third-best ever) and lower loan loss provisions with trading 
revenue back over $1 billion. Operating ROE: 20.8%, RRWA: 2.79%, Tier 1 Capital: 13.2%. 

 Canadian Banking earnings were a record, increasing 13% YOY, RBC Capital Markets earnings 
increased 7% YOY from a very high level, and Wealth Management earnings increased 2% YOY with 
underlying earnings (adjusted for non-operating items) increasing 35% YOY. Insurance earnings were 
strong, up 23% YOY. 

 RY’s dividend payout ratio on our 2011E EPS is 40% versus the target range of 40%-50%. We expect 
a dividend increase in 2011. 

 We increased our 2011E and 2012E EPS to $5.00 and $5.50 from $4.20 and $4.80, respectively. We 
upgraded RY to a 1-Sector Outperform rating from 2-Sector Perform (Intraday Flash, 7:27 a.m.,  
March 3). We increased our one-year share target price to $75 from $65. 
 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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C A N A D I A N  B A N K I N G  E A R N I N G S  I N C R E A S E  1 3 %  

 Canadian Banking earnings were a record, increasing 13% to $882 million from $778 million a year 
earlier.  

 Retail NIM increased 3 bp sequentially but declined 2 bp YOY to 2.78%. Canadian Banking average loans 
and acceptances increased 7% YOY. 

 Revenue growth was 5.3% with expense growth of 7.6% YOY for negative operating leverage of 2.3%. 
The increase in operating expenses reflected higher pension costs, investment in business growth, and the 
implementation of HST in Ontario and British Columbia in July 2010. 

 Loan loss provisions (LLPs) were $257 million versus $287 million in the previous quarter and 
$318 million a year earlier.  

O V E R A L L  N I M   

 The bank’s overall net interest margin declined 9 bp from the previous quarter and 20 bp from a year 
earlier to 1.95% due to a 17% increase in the trading portfolio.  

S T R O N G  R E V E N U E  G R O W T H  

 Total revenue increased 9.4% YOY with operating expenses increasing 9.0% for positive operating 
leverage of 0.4%. Revenue growth was driven by Capital Markets, Wealth Management, and International.  

R B C  C A P I T A L  M A R K E T S  E A R N I N G S  –  T H I R D - B E S T  Q U A R T E R  E V E R  

 RBC Capital Markets earnings increased 7% YOY to $614 million from $573 million a year earlier 
(third-best quarter ever) with trading revenue now back over $1 billion. 

T R A D I N G  R E V E N U E  B A C K  O V E R  $ 1  B I L L I O N  

 Trading revenue (TEB) in RBC Capital Markets was $1,094 million versus $739 million in the previous 
quarter and $1,142 million a year earlier.  

 Equity trading revenue was particularly strong in the quarter at $335 million versus $256 million in the 
prior quarter and $270 million a year earlier. Fixed Income was $659 million, rebounding from the Q4/10 
level of $414 million and Q3/10 dismal performance, a loss of $3 million. Fixed Income trading remains 
below Q1/10 levels of $777 million and record levels of about $1 billion in Q3/09 and Q4/09.  

 Trading revenue included $135 million in certain items including $102 million in MBIA (includes gain 
related to MBIA settlement), $25 million FVU on RBC debt, and $3 million in BOLI gains. Thus, trading 
excluding these items was $959 million versus $659 million in the previous quarter and $1,111 million a 
year earlier on a comparable basis (see Exhibit 6). 

 Trading revenue represented 16% of revenue in the quarter versus 12% in the previous quarter and 18% 
a year earlier. 

C A P I T A L  M A R K E T S  R E V E N U E  S T R O N G  

 Capital markets revenues were strong at $842 million versus $649 million a year earlier and 
$642 million in the previous quarter. Underwriting and other advisory fees increased 59% to $495 million 
from $311 million a year earlier, with Securities brokerage commissions increasing 3% to $347 million 
from $338 million a year earlier. 
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W E A L T H  M A N A G E M E N T  E A R N I N G S  I M P R O V E  

 Wealth Management earnings increased 2% to $236 million from $231 million a year earlier. 
Underlying earnings (adjusted for non-operating items) increased 35% to $225 million from $167 million 
a year earlier. 

 Revenues increased 11.4%, with operating expenses increasing 8.4% from a year earlier for positive 
operating leverage of 3.0%. 

 Canadian Wealth Management revenue increased 18%, with U.S. Wealth Management revenue 
increasing 1% and Global Asset Management revenues increasing 28%, primarily reflecting the 
acquisition of Bluebay.  

 Mutual fund revenue increased 11% from a year earlier to $441 million. Mutual Fund assets (IFIC) 
increased 11% from a year earlier to $110.3 billion, including PH&N. 

I N S U R A N C E  

 Insurance earnings were solid at $145 million versus $143 million in the previous quarter and 
$118 million a year earlier. 

I N T E R N A T I O N A L  B A N K I N G  –  R E C O R D E D  S M A L L  P R O F I T  

 International Banking recorded a $48 million profit, the first in eight quarters, versus a loss of 
$132 million in the previous quarter and a loss of $32 million a year earlier due mainly to lower loan loss 
provisions.  

 LLPs declined significantly to $131 million from $191 million the previous quarter and $175 million a 
year earlier due to lower provisions in the U.S. and Caribbean commercial portfolios, reflecting asset 
stabilization and improvement in commercial property values. 

 Net interest margin increased 59 bp from last year but declined 2 bp sequentially to 3.82%.  

S E C U R I T Y  G A I N S  –  N E G L I G I B L E  

 AFS security gains were a loss of $11 million or $0.01 per share versus a loss of $0.01 per share in the 
previous quarter and a gain of $0.04 per share a year earlier. Unrealized security surplus was $261 million 
versus $366 million in the previous quarter. 

S E C U R I T I Z A T I O N  L O S S  M O D E S T  

 Securitization net income impact was a loss of $32 million or $0.02 per share versus a loss of $4 million 
or $0.00 per share in the previous quarter. 

L O A N  L O S S  P R O V I S I O N S  D E C L I N E  

 Specific loan loss provisions (LLPs) declined to $334 million or 0.44% of loans versus $432 million or 
0.57% of loans in the previous quarter and $493 million or 0.68% of loans a year earlier. The decline 
reflects loan loss recoveries of $27 million related to a few accounts in Capital Markets and lower 
provisions in the Caribbean and the United States.  

 We reduced our 2011 and 2012 LLP forecasts slightly to $1,400 million or 0.46% of loans and $1,200 
million or 0.38% of loans, respectively, from $1,500 million and $1,300 million, respectively.  
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G R O S S  I M P A I R E D  L O A N  F O R M A T I O N S  D E C L I N E   

 Gross impaired loan formations declined to $713 million from $982 million in the previous quarter. Net 
impaired loan formations declined to $163 million from $545 million in the previous quarter. 

 Gross impaired loans were $4,692 million or 1.56% of loans versus $4,999 million or 1.67% of loans in 
the previous quarter. Net impaired loans declined to $1,679 million or 0.56% of loans versus 
$1,903 million or 0.64% of loans in the previous quarter.  

E F F E C T I V E  T A X  R A T E  D E C L I N E S  –  L O W E R  S T A T U T O R Y  R A T E  

 RY's effective tax rate in the quarter was 28.9%, down from 29.5% in the previous quarter and 30.8% a 
year earlier mainly due to a reduction in statutory Canadian corporate income tax rates.  

T I E R  1  R A T I O  1 3 . 2 %  

 Tier 1 capital was 13.2% versus 13.0% in the previous quarter and 12.7% a year earlier. 

 Risk-weighted assets declined 2% sequentially and 1% YOY to $256.0 billion. Market-at-risk assets 
increased 3% quarter over quarter (QOQ) but declined 2% YOY to $25.5 billion. The common equity to 
risk-weighted assets (CE/RWA) ratio was 13.8% versus 13.1% in the previous quarter and 12.7% a year 
earlier. 

T I E R  1  C O M M O N  B A S E L  I I I  M E E T S  2 0 1 9  M I N I M U M  

 The bank estimates that its pro forma Basel III common equity Tier 1 ratio already meets the 2019 
minimum of 7% even without the benefit of the phase in of capital deductions outlined in the Basel 
guidelines. The pro forma assumes that certain internal counter party credit risk models will be approved 
by the regulator. 
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Exhibit 1: Royal Bank (RY) First Quarter Results 

$M, except per share data YOY
First Quarter as at January 31 Q1/10 Q1/11  % Chg
Cash Operating Net Income $1,537 $1,879 22%
Cash Earnings Per Share $1.03 $1.26 23%
Total Revenue $6,325 $6,904 9%
Non-Interest Expenses $3,579 $3,900 9%
Specific LLPs $493 $334 -32%
Specific LLPs % Loans 0.68% 0.44% -0.24%
Profit Margin 24.3% 27.2% 2.9%
Trading Revenue - Capital Markets $1,142 $1,094 -4%
Trading Revenue % Total Revenue 18.1% 15.8% -2.2%
Capital Market Revenue $649 $842 30%
Capital Market Revenue % Total Revenue 10.3% 12.2% 1.9%
Net Security Gains $77 ($11) n.m.
Net Security Gains Per Share $0.04 ($0.01) n.m.
Return on Equity - Operating 18.0% 20.8% 2.8%
Return on Risk Weighted Assets 2.32% 2.79% 0.47%
Segmented Earnings (Cash)
Canadian Banking $778 $882 13%

% Mix 47% 46%
Insurance $118 $145 23%

% Mix 8% 8%
Wealth Management $231 $236 2%

% Mix 14% 12%
International Banking ($32) $48 n.m.

% Mix -2% 2%

RBC Capital Markets $573 $614 7%
% Mix 34% 32%

Corporate Support ($131) ($46) n.m.

       Total $1,537 $1,879 22%
NILs $1,845 $1,679
NILs % of loans 0.64% 0.56%
Book Value per Share $23.12 $24.75 7%
CE % RWA 12.7% 13.8% 1.1%
CE less Goodwill % RWA 8.9% 9.5% 0.6%
Tier 1 Capital Ratio 12.7% 13.2% 0.5%
Total Capital Ratio 13.6% 15.3% 1.6%
Assets to Capital Ratio 16.2x 16.3x 0.1x
Notes: NIL - net impaired loans; LLP - loan loss provisions; CE - common equity; 
RWA - risk weighted assets; ROE - return on shareholders' equity.
Source: Company reports.  
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Exhibit 2: Royal Bank (RY) Income Statement – Quarterly Performance 

2010 2011

First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Income Statement
Net Interest Income $2,747 $2,699 $2,748 $2,783 $2,773

Tax Equivalent Adjustment $121 $127 $83 $158 $144

Other Income 3,457 3,240 2,620 3,112 3,987

Total Revenue (teb) 6,325 6,066 5,451 6,053 6,904

Provision for Loan Losses 493 477 432 432 334

Non-Interest Expense 3,579 3,525 3,332 3,774 3,900

Income Taxes and Minority Interest 716 615 372 571 791

Net Income before Goodwill and Intangible Amortization 1,537 1,449 1,315 1,276 1,879
Preferred Shares 64 65 65 64 65

Cash Net Income after Preferred Shares and Discontinued Ops 1,473 1,384 1,250 1,212 1,814
Goodwill & Intangible Amortization 40 41 39 39 39

Net income after Preferred Shares (Accrual) and Disc Ops 1,433 1,343 1,211 1,173 1,775

Special Items 0 (79) 0 (116) 0

Reported Net Income 1,433 1,264 1,211 1,057 1,775

Net Interest Income (TEB) % Earning Assets 2.15% 2.19% 2.01% 2.04% 1.94%

Cdn P&B Net Interest Income (TEB) % Average Earnings Assets 2.80% 2.76% 2.70% 2.75% 2.78%

Percentage of Risk Weighted Assets
Net Interest Income (TEB) 4.52% 4.56% 4.42% 4.49% 4.48%

Other Income 5.44% 5.23% 4.09% 4.76% 6.13%

Total Revenue 9.96% 9.79% 8.51% 9.25% 10.61%

Non-Interest Expense Excluding Goodwill 5.64% 5.69% 5.20% 5.77% 5.99%

Operating Profits before LLPs 4.32% 4.10% 3.31% 3.48% 4.62%

Loan Loss Provisions 0.78% 0.77% 0.67% 0.66% 0.51%

Operating Profits 3.55% 3.33% 2.63% 2.82% 4.10%

Income Taxes and Minority Interest (TEB) 1.13% 0.99% 0.58% 0.87% 1.22%

Cash Return on RWA 2.42% 2.34% 2.05% 1.95% 2.89%

Preferred Shares 0.10% 0.10% 0.10% 0.10% 0.10%

Cash Return on RWA after Preferred Shares and Discontinued Ops 2.32% 2.23% 1.95% 1.85% 2.79%
Goodwill & Intangible Amortization 0.06% 0.07% 0.06% 0.06% 0.06%

Accrual Return on Risk Weighted Assets after Preferred Shares 2.26% 2.17% 1.89% 1.79% 2.73%

Reported Earnings Per Share $1.03 $0.91 $0.87 $0.76 $1.26

Cash Operating Earnings Per Share $1.03 $0.96 $0.87 $0.84 $1.26
Reported Return on Equity 17.5% 15.8% 14.3% 12.3% 20.3%

Return on Equity* 18.0% 17.3% 14.8% 14.1% 20.8%
Book Value Per Share $23.12 $23.39 $23.70 $23.99 $24.75

Security Surplus $88 $125 $188 $366 $261

Profit Margin (Net Income as % Total Revenue) 24.3% 23.9% 24.1% 21.1% 27.2%

Trading Revenue - Capital Markets $1,142 $1,044 $212 $739 $1,094
Trading Revenue % Total Revenue 18.1% 17.2% 3.9% 12.2% 15.8%

Securitization Revenue $197 $147 $214 $206 $185
Securitization Pre-Tax Impact ($70) ($63) $12 ($4) ($32)

Securitization EPS Impact ($0.03) ($0.03) $0.01 ($0.00) ($0.02)

Capital Market Revenue $649 $565 $608 $642 $842
Capital Market Revenue % Total Revenue 10.3% 9.3% 11.2% 10.6% 12.2%

Net Security Gains $77 ($14) ($14) ($15) ($11)
Net Security Gains (EPS) $0.04 ($0.01) ($0.01) ($0.01) ($0.01)

Other Income % Total Revenue 54.7% 53.4% 48.1% 51.4% 57.7%
Effective Tax Rate (TEB) 30.8% 28.7% 20.5% 29.5% 28.5%

Productivity Ratio** 49.6% 51.2% 50.7% 54.1% 54.7%

* Cash operating.
** Excluding amortization of intangibles and insurance operations.

Source:  Company reports.  
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Exhibit 3: Royal Bank (RY) Segmented Earnings 

2010 2011
First Second Third Fourth First

Quarter Quarter Quarter Quarter Quarter
Contribution $M (Cash Basis)
Canadian Banking 778 741 766 765 882
Insurance 118 107 153 143 145
Wealth Management 231 164 197 187 236

International Banking -32 -3 -52 -132 48

RBC Capital Markets 573 503 202 374 614

Earnings from Operations 1,668 1,512 1,266 1,337 1,925

Corporate Support -131 -63 49 -61 -46

Total Net Earnings before Goodwill 1,537 1,449 1,315 1,276 1,879

Preferred Shares 64 65 65 64 65

Net Earnings before Goodwill & After Preferred Shares 1,473 1,384 1,250 1,212 1,814

Goodwill/Intangibles 40 41 39 39 39

Discontinued Operations 0 0 0 0 0

Net Earnings After Goodwill & Discontinued Ops 1,433 1,343 1,211 1,173 1,775

Contribution $ Per Share (Cash Basis) *

Canadian Banking $0.54 $0.52 $0.53 $0.53 $0.61

Insurance $0.08 $0.07 $0.11 $0.10 $0.10
Wealth Management $0.16 $0.11 $0.14 $0.13 $0.16

International Banking ($0.02) ($0.00) ($0.04) ($0.09) $0.03

RBC Capital Markets $0.40 $0.35 $0.14 $0.26 $0.43

Earnings from Operations** $1.16 $1.05 $0.88 $0.93 $1.34

Corporate Support ($0.09) ($0.04) $0.03 ($0.04) ($0.03)

Total $1.07 $1.01 $0.92 $0.89 $1.31

Preferred Shares $0.04 $0.05 $0.05 $0.04 $0.05

Net Earnings $1.03 $0.96 $0.87 $0.84 $1.26

Contribution $ Per Share (% mix)

Canadian Banking 47% 49% 61% 57% 46%

Insurance 7% 7% 12% 11% 8%
Wealth Management 14% 11% 16% 14% 12%

International Banking -2% 0% -4% -10% 2%

RBC Capital Markets 34% 33% 16% 28% 32%

Earnings from Operations** 100% 100% 100% 100% 100%

Corporate Support -8% -4% 4% -5% -2%

Total 92% 96% 104% 95% 98%

Preferred Shares 4% 4% 5% 5% 3%

Net Earnings 88% 92% 99% 91% 94%

Growth Rates (%) (Per Share Basis)

Canadian Banking 7% 26% 13% 6% 13%

Insurance 1% -6% -9% 37% 23%
Wealth Management 59% 17% 9% 8% 2%

International Banking n.m. n.m. n.m. n.m. n.m.

RBC Capital Markets -23% -11% -68% -35% 7%

Earnings from Operations** -5% 15% -21% -12% 15%

Corporate Support n.m. n.m. n.m. n.m. n.m.

Total -14% 0% -27% -19% 22%

Preferred Shares n.m. n.m. n.m. n.m. n.m.

Net Earnings -16% -1% -28% -20% 23%

* Figures are per basic shares outstanding. Numbers may not add due to rounding.
** Earnings from operations - from major operating business units.
Source:  Company reports.  
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Exhibit 4: Royal Bank (RY) Balance Sheet/Other – Quarterly Performance 

2010 2011

First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Net Impaired Loans (NILs) $1,845 $1,841 $1,841 $1,903 $1,679
NILs as % Loans 0.64% 0.63% 0.62% 0.64% 0.56%

Specific Loan Loss Provisions $493 $477 $432 $432 $334
General Provisions $0 $27 $0 $0 $0

Total Loan Loss Provisions (LLPs) $493 $504 $432 $432 $334

Specific LLPs % Loans 0.68% 0.67% 0.58% 0.57% 0.44%
Total LLPs % Loans 0.68% 0.71% 0.58% 0.57% 0.44%

Gross Impaired Loans (GILs) $5,139 $5,064 $5,020 $4,999 $4,692
GILs as % Loans 1.78% 1.74% 1.69% 1.67% 1.56%

Gross Impaired Loan Formations $968 $1,131 $868 $982 $713

Net Impaired Loan Formations $221 $475 $519 $545 $163
Net Impaired Loan Formations as % Loans 0.08% 0.16% 0.17% 0.18% 0.05%

General Reserves $2,017 $1,982 $1,985 $1,985 $1,965

General Reserves % Risk Weighted Assets 0.78% 0.80% 0.77% 0.76% 0.77%

Annual Growth Rates

Total Revenue (TEB) -10.1% -6.1% -21.8% -6.4% 9.2%
Other Income -16.3% -6.0% -33.6% -11.5% 15.3%

Non-Interest Expense (NIE) 0.4% 0.0% -10.1% 6.1% 9.0%

Total Revenue (TEB) - NIE -10.5% -6.2% -11.7% -12.5% 0.2%
Loans & Acceptances -2.2% 0.2% 3.6% 3.3% 4.2%

Residential Mortgages 4.3% 8.1% 7.4% 5.5% 4.4%

Personal Deposits 9.4% 6.6% 7.5% 6.1% 3.7%

Mutual Fund Assets (IFIC) 9.1% 5.7% -0.6% 6.3% 10.8%

Risk Weighted Assets -5.3% -6.2% 6.5% 6.4% -1.2%

Market at Risk Assets 36.2% 12.2% 54.7% 6.5% -2.3%

Average Assets -11.1% -8.3% 4.0% 9.7% 10.7%

Total Assets $659,499 $655,136 $704,424 $726,206 $721,110

Average Total Assets $660,300 $653,400 $691,900 $725,400 $731,000

Average Total Asset Growth (Qtrly) -0.1% -1.0% 5.9% 4.8% 0.8%

Risk Weighted Assets (RWA) $259,016 $249,269 $258,766 $260,456 $256,009

Market at Risk Assets $26,136 $22,555 $27,287 $24,828 $25,542

Asset Securitization during period $3,779 $3,179 $4,849 $5,186 $5,396

Asset Securitization Outstanding $42,923 $41,169 $42,249 $42,151 $42,976

Asset Securitization % Loans & Acceptances 14.8% 14.2% 14.2% 14.1% 14.3%

Loans & Acceptances $289,289 $290,738 $296,620 $299,577 $301,439
Loans & Acceptances Growth (Qtrly) -0.2% 0.5% 2.0% 1.0% 0.6%

Residential Mortgage $122,873 $125,307 $128,077 $128,832 $128,265
Residential Mortgage Growth (Qrtly) 0.6% 2.0% 2.2% 0.6% -0.4%

Personal Deposits $155,865 $156,173 $159,783 $161,693 $161,634
Personal Deposit Growth (Qtrly) 2.3% 0.2% 2.3% 1.2% 0.0%

Personal Deposits % Total Deposits 39.5% 39.3% 38.1% 37.3% 37.0%

Total Deposits $394,695 $397,840 $418,975 $433,033 $437,120

Cash and Securities $206,215 $205,881 $213,216 $215,913 $236,071

Liquidity Ratio 31% 31% 30% 30% 33%

Mutual Fund Assets $99,602 $103,387 $101,053 $106,180 $110,315
Mutual Fund Asset Growth (Qtrly) -0.3% 3.8% -2.3% 5.1% 3.9%

Mutual Fund Asset % Personal Deposits 63.9% 66.2% 63.2% 65.7% 68.3%

Common Equity $32,821 $33,251 $33,700 $34,138 $35,252

Common Equity less Goodwill % RWA 8.9% 9.5% 9.2% 9.4% 9.5%

Common Equity % RWA 12.7% 13.3% 13.0% 13.1% 13.8%

Tier 1 Capital Ratio 12.7% 13.4% 12.9% 13.0% 13.2%
Total Capital Ratio 13.6% 14.4% 14.2% 14.4% 15.3%

General Provisions May Not Be Included in Items of Note* $0 $27 ($5) $4 ($8)

* Included in Specif ic Loan Loss Provisions unless highlighted.

Source:  Company reports.  
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Exhibit 5 

RY Share Price Performance
1998 - March 14, 2011 - Weekly
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Exhibit 6 

Royal Bank
Relative P/E Multiple 

1998 - March 14, 2011
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Toronto-Dominion Bank 
(TD-T, TD-N) 
 

Mar 14, 2011: $83.65  1-Yr Target:  $105.00  Capitalization  
Rating: 1-Sector Outperform  1-Yr ROR: 28.8%  Shares O/S (M) 883.1 
Risk: Low  2-Yr Target: $117.00  Total Value ($M) 73,871.3 
IBES EPS 2011E $6.77  2-Yr ROR: 46.4%  Float O/S (M) 883.1 
IBES EPS 2012E $7.40  Div. (Curr.): $2.64  Float Value ($M) 73,871.3 
   Yield 3.2%  TSX Weight 4.67% 
Valuation: 15.3x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 26-May-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $1.27A $1.14A $1.47A $1.46A $5.35 11.5x 
2010A $1.60A $1.36A $1.43A $1.38A $5.77 12.7x 
2011E $1.74A $1.65 $1.70 $1.76 $6.85 12.2x 
2012E     $7.65 10.9x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   16.0% 12.9% 13.7% 15.5% 15.8% 
Return on RWA   2.29% 2.27% 2.63% 3.00% 3.17% 
CE to RWA (%)   14.1% 18.6% 19.5% 20.0% 19.8% 
Tier 1 Capital Ratio (%)  9.8% 11.3% 12.2% 13.7% 14.1% 
LLPs (M)  $1,063 $2,225 $1,685 $1,500 $1,300 
LLPs % of Loans   0.46% 0.85% 0.61% 0.51% 0.41% 

Fixed Income Research Link

Regular Voting 

Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

TD Q1/11 Record Earnings – Strong Beat – 
Dividend Increased 8% 
I N V E S T M E N T  H I G H L I G H T S  

 Toronto-Dominion Bank (TD) operating earnings increased 9% to a record $1.74 per share, above our 
expectations of $1.55 per share and consensus of $1.54 per share due to record results from Canadian P&C 
(TDCT) with very strong results from U.S. P&C and Wealth Management. 

 TD reported strong retail earnings with TDCT earnings up 26% YOY, U.S. P&C up 47%, and Domestic 
Wealth Management up 32%, partially offset by a 36% decline in Wholesale. However, Wholesale earnings 
increased 21% from the previous quarter.  

 ROE: 16.0%, RRWA: 3.06%, Tier 1: 12.7%. 

 TD announced an 8% dividend increase to $2.64 per share from $2.44 per share. TD’s dividend payout 
ratio is 39% on 2011E EPS, with target range of 35%-45%. TD’s share price hit another all-time high 
yesterday at $84.42. 

 We increased our 2011E and 2012E EPS to $6.85 and $7.65 from $6.50 and $7.30, respectively, due to 
strength in Canadian and U.S. Retail. We increased our one-year share price target to $105 from $100.  

 Reiterate 1-Sector Outperform rating based on industry-high RRWA, bank group P/E, favourable earnings 
mix, positive earnings leverage from U.S. retail banking, and higher interest rates. 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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I T E M S  O F  N O T E  

 Reported cash earnings were $1.82 per share including a $81 million after-tax or $0.09 per share gain in 
fair value of derivatives hedging the reclassified portfolio, a $3 million after-tax or $0.00 per share loss in 
fair value of CDS hedging the corporate loan book, and a $13 million after-tax or $0.01 per share 
restructuring charge relating to U.S. P&C acquisitions. 

C A N A D I A N  P & C  E A R N I N G S  R E C O R D  –  I N C R E A S E S  2 6 %  

 Canadian P&C (TDCT) earnings increased 26% to $905 million from $720 million a year earlier and 
17% sequentially due to solid volume growth and lower loan loss provisions (LLPs).  

 TDCT had solid revenue growth of 4.9% with expense growth of 1.5% for positive operating leverage 
of 3.4%. 

 Average loans and acceptances were up 6.6% year over year (YOY) and 1.7% quarter over quarter 
(QOQ).  

 LLPs were $213 million versus $239 million in Q4/10 and $315 million a year earlier. 

 Retail net interest margin was down 9 bp sequentially and 11 bp from a year earlier to 2.82% due 
mainly to the transfer of the U.S. credit card business to U.S. P&C. Excluding the transfer, margin 
contracted 3 bp YOY. 

 Deposit growth was strong, with personal deposits up 5% and business deposits increasing 10%. 

 Card service revenues increased modestly at $219 million versus $210 million in the previous quarter 
and $197 million a year earlier. 

 Insurance earnings, net of claims, were up significantly this quarter at $308 million versus $238 million 
in the previous quarter and $264 million a year earlier. Insurance results were driven by higher volumes 
and premium growth and better claims experience in the general insurance business. 

O V E R A L L  N E T  I N T E R E S T  M A R G I N  2 . 4 8 %  

 The bank’s overall net interest margin declined 1 bp YOY but increased 8 bp sequentially to 2.48%. 

S O L I D  R E V E N U E  G R O W T H   

 Revenue growth was solid at 7% YOY with expense growth of 9% for negative operating leverage of 
2%. 

T O T A L  W E A L T H  M A N A G E M E N T  E A R N I N G S  S T R O N G  

 Wealth Management earnings, including the bank’s equity share of TD Ameritrade, were $181 million, 
an increase of 26% YOY. 

C A N A D I A N  W E A L T H  M A N A G E M E N T  E A R N I N G S  I N C R E A S E  3 2 %  

 Domestic Wealth Management earnings increased 32% YOY to $133 million. 

 Operating leverage was positive 4.1%, with revenue increasing 16.4% and expenses increasing 12.3%. 

 Mutual fund revenue increased 12% to $231 million from a year earlier. 

 Mutual fund assets under management (IFIC, includes PIC assets) increased 12% YOY to  
$67.1 billion. 
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T D  A M E R I T R A D E  

 TD Ameritrade contributed $48 million or $0.05 per share to earnings in the quarter versus $33 million 
or $0.04 per share in the previous quarter and $43 million or $0.05 per share a year earlier. TD 
Ameritrade’s contribution represented 3% of total bank earnings. 

U . S .  P & C  E A R N I N G S  I N C R E A S E  4 7 %  

 U.S. P&C earnings increased 47% YOY to $333 million from $227 million a year earlier and 18% from 
$283 million the previous quarter. U.S. P&C earnings included gains in the quarter of an estimated 
$35 million or $0.04 per share including a $24 million tax item. Thus, excluding these favourable items in 
Q1/11, earnings would have grown at 31% with an estimated 10% attributable to acquisition and 21% 
organic. The strengthening of the Canadian dollar reduced earnings by $15 million in the quarter. 

 Average loan and acceptances growth was 13% YOY. 

 Loan loss provisions increased due to debt securities classified as loans to $202 million or 1.12% of 
loans versus $146 million or 0.86% of loans in the previous quarter and $201 million or 1.26% a year 
earlier. Excluding debt securities classified as loans, LLPs were $136 million or 0.80% of loans versus 
$132 million or 0.85% of loans in the previous quarter and $191 million or 1.36% of loans a year earlier as 
credit quality in the U.S. improves. 

 Net interest margin increased 26 bp from the previous quarter, primarily due to the timing of cash flows 
on certain debt securities classified as loans, which more than offset the increase in LLPs related to these 
securities. 

 The bank expects earnings to average approximately US$300 million per quarter for the remainder of 
the year. 

 U.S. P&C earnings represented 20% of earnings from operations. 

C H R Y S L E R  F I N A N C I A L  A C Q U I S I T I O N  –  T O  C L O S E  I N  Q 2 / 1 1  

 During the quarter, the bank announced an agreement with Cerberus Capital Management to acquire 
Chrysler Financial for cash consideration of approximately US$6.3 billion. The purchase is expected to be 
comprised of net assets of approximately US$5.9 billion and approximately US$0.4 billion in goodwill at 
close. The transaction is expected to close in Q2/11 and is expected to be neutral to earnings in fiscal 2011 
and will add approximately US$100 million in earnings in fiscal 2012 with a Tier 1 capital impact of 
55 bp-60 bp. 

U . S .  P L A T F O R M S  C O M B I N E  T O  R E P R E S E N T  2 3 %  O F  E A R N I N G S  

 U.S. P&C and TD Ameritrade contributed $381 million or $0.43 per share in the quarter, representing 
23% of total bank earnings from operations. 

W H O L E S A L E  B A N K I N G  E A R N I N G S  

 Wholesale banking earnings were $333 million, down 36% from $372 million a year earlier, although 
up 21% from $216 million in the previous quarter. Wholesale earnings only represented 14% of earnings 
from operations in the quarter. 

T R A D I N G  R E V E N U E  –  F I X E D  I N C O M E  W E A K  

 Trading revenue declined to $364 million versus $383 million in the previous quarter and $549 million 
a year earlier.  
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 Interest rate and credit trading revenue was down slightly at $147 million versus $162 million in the 
previous quarter, but is well below $348 million recorded a year earlier. Equity and other trading revenue 
was stable at $106 million versus $109 million in the previous quarter and $98 million a year earlier. 
Foreign exchange trading revenue was $111 million versus $112 million in Q4/10 and $103 million a year 
earlier. 

C A P I T A L  M A R K E T S  R E V E N U E  

 Capital markets revenue was $386 million versus $346 million in the previous quarter and $347 million 
a year earlier. Underwriting and advisory included in capital markets revenue was $108 million versus 
$98 million in the previous quarter and $110 million a year earlier. 

S E C U R I T Y  G A I N S  –  U N R E A L I Z E D  S E C U R I T Y  S U R P L U S  I N C R E A S E S  

 Security gains were $60 million or $0.05 per share versus $1 million or $0.00 per share in the previous 
quarter and $17 million or $0.01 per share a year earlier. Unrealized security surplus increased to 
$215 million from $198 million in the previous quarter. 

C O R P O R A T E  A N D  O T H E R  S E G M E N T  

 Corporate and Other segment loss declined to $68 million versus $163 million the previous quarter, but 
increased from $33 million a year earlier. The bank estimates a net quarterly loss of $80 million-
$120 million for the remainder of fiscal 2011 due to the change in the bank’s charge-out and inter-segment 
transfer pricing methodologies.   

S E C U R I T I Z A T I O N  R E V E N U E  A N D  E C O N O M I C  I M P A C T  

 Securitization revenue declined to $103 million from $124 million in the previous quarter. 

 Securitization economic impact was positive $62 million pre-tax, or an estimated $0.05 per share after 
tax, versus $0.06 per share in the previous quarter and $0.06 per share a year earlier. Securitization activity 
is recorded in the Corporate and Other segment. 

L O A N  L O S S  P R O V I S I O N S  

 Specific loan loss provisions increased to $414 million or 0.58% of loans from $404 million or 0.58% 
of loans in the previous quarter, but declined from $517 million or 0.78% of loans a year earlier. LLPs 
increased due to debt securities classified as loans. 

 We increased our 2011 LLP forecast to $1,500 million or 0.51% of loans from $1,300 million or 0.45% 
of loans due to higher provisions on debt securities classified as loans, although the net income impact was 
positive this quarter due to an increase in net interest income.  

 We also increased our 2012 LLP forecast to $1,300 million or 0.41% of loans from $1,200 million or 
0.39% of loans due to higher loan volume growth. 

L O A N  F O R M A T I O N S  D E C L I N E  

 Gross impaired loan formations before debt securities and FDIC covered loans declined to $776 million 
versus $918 million in the previous quarter. Gross impaired loan formations for debt securities and FDIC 
covered loans were $628 million, up significantly from $43 million in the previous quarter. 

 U.S. gross impaired loan formations declined to US$315 million from US$443 million in the  
previous quarter.  
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 Gross impaired loans increased to $4,089 million (including $1,831 million in debt securities 
reclassified as loans and FDIC covered loans) or 1.45% of loans from $3,456 million (including 
$1,203 million in debt securities) or 1.24% of loans in the previous quarter. 

 Net impaired loans increased to $1,448 million from $869 million the previous quarter. 

E F F E C T I V E  T A X  R A T E  D E C L I N E S  

 TD’s effective tax rate in the quarter was 23.8%, down from 25.0% the previous quarter, but increased 
slightly from 23.4% a year earlier. 

T I E R  1  C A P I T A L  –  1 2 . 7 %   

 Tier 1 ratio was 12.7% versus 12.2% in the previous quarter and 11.5% a year earlier. Tangible 
common equity to risk-weighted assets (TCE/RWA) was 11.4% versus 11.5% in the  
previous quarter.  

 Book value per share increased 3% from a year earlier to $43.23.  

 Risk-weighted assets increased 5% YOY to $199.2 billion YOY but was unchanged QOQ. 

T I E R  1  C O M M O N  B A S E L  I I I  

 The bank estimates that its Tier 1 Common Equity Ratio under Basel III as at Q1/13 to be in the 7%-8% 
range assuming no transition arrangements, which is above the 7% minimum requirement for 2019. 

Exhibit 1: Toronto-Dominion Bank (TD) First Quarter Earnings Reconciliation 

First Quarter 2011 Earnings Reconciliation

$M, except per share data Pre Tax After-Tax EPS
Net Income after pfds (Reported) $1,492 $1.69

Goodwill adjustment $112 $0.13

Reported Cash Earnings $1,604 $1.82

Adjusted For:

Change in fair value of CDS hedging the corporate loan book ($6) ($3) ($0.00)

Change in fair value of derivatives hedging the reclassified portfolio $99 $81 $0.09

Integration and restructuring charges relating to U.S. P&C acquisitions ($21) ($13) ($0.01)
$72 $65 $0.08

Cash Operating Earnings $1,539 $1.74

Source: Company reports.  
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Exhibit 2: Toronto-Dominion Bank (TD) First Quarter Results 

$M, except per share data YOY

First Quarter as at January 31 Q1/10 Q1/11  %Chg

Net Income - cash basis $1,430 $1,588 11%

Cash Earnings Per Share $1.60 $1.74 9%

Total Revenue (TEB) $5,107 $5,454 6.8%

Non-Interest Expenses $2,760 $2,997 8.6%

Specific LLPs $517 $414 -20%

Specific LLPs % Loans 0.78% 0.58% -0.20%

Profit Margin 27.0% 28.2% 1.2%

Trading Revenue $549 $364 -34%

Trading Revenue % Total Revenue 10.7% 6.7% -4.1%

Capital Market Revenue $347 $386 11%

Capital Market Revenue % Total Revenue 6.8% 7.1% 0.3%

Net Security Gains $17 $60 253%

Net Security Gains Per Share $0.01 $0.04 245%

Return on Equity - Operating 15.5% 16.0% 0.5%

Return on RWA 2.88% 3.06% 0.2%

Segmented Earnings (Cash)

Canadian P&C Banking $720 $905 26%

Mix % 49% 55%

U.S. Personal & Commercial $227 $333 47%

Mix % 16% 20%

TD Wealth Management - Domestic $101 $133 32%

Mix % 7% 8%

TD Ameritrade $43 $48 12%

Mix % 3% 3%

Wholesale Banking $372 $237 -36%

Mix % 25% 14%

Other ($33) ($68)
Total $1,430 $1,588 11%
NILs ($23) $1,448
NILs % of loans 0.0% 0.5%

Book Value Per Share $41.86 $43.23 3%

Common Equity % RWA 18.9% 19.1% 0.2%

Tangible Common Equity % RWA 10.3% 11.4% 1.1%

Tier 1 Capital Ratio 11.5% 12.7% 1.2%

Total Capital Ratio 14.8% 16.2% 1.4%

NIL = net impaired loans; LLP = loan loss provisions; RWA = risk w eighted assets.

Source:  Company reports.  
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Exhibit 3: Toronto-Dominion Bank (TD) Income Statement – Quarterly Performance 

2010 2011

First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Income Statement

Net interest Income $2,849 $2,790 $2,921 $2,983 $3,165

Tax Equivalent Adjustment $96 $110 $92 $117 $87

Other Income $2,162 $1,948 $1,860 $2,049 $2,202

Total Revenue  $5,107 $4,848 $4,873 $5,149 $5,454

Provision for Loan Losses $517 $425 $339 $404 $414

Non-Interest expense $2,760 $2,804 $2,811 $3,089 $2,997

Income Taxes and Minority Interest $455 $446 $493 $441 $512

TD Ameritrade $55 $61 $74 $45 $57

Cash Operating Net Income $1,430 $1,234 $1,304 $1,260 $1,588

Preferred Shares $49 $48 $49 $48 $49

Cash Operating Net Income After Preferreds $1,381 $1,186 $1,255 $1,212 $1,539

Intangible Amortization $112 $123 $117 $115 $112

Operating Net Income after Intangibles $1,269 $1,063 $1,138 $1,097 $1,427

Special Gains/(Charges) ($21) $65 ($10) ($151) $65

Net Income after Intangibles, Special Gains, Preferreds $1,248 $1,128 $1,128 $946 $1,492

Net Interest Income (TEB) % Earning Assets 2.49% 2.49% 2.38% 2.40% 2.48%

TD Canada Trust - Net Interest Income (TEB) 2.93% 2.92% 2.92% 2.91% 2.82%

Percentage of Risk Weighted Assets (RWA)

Net Interest Income 6.15% 6.30% 6.35% 6.32% 6.46%

Other Income 4.51% 4.23% 3.92% 4.18% 4.38%

Total Revenue 10.66% 10.52% 10.27% 10.50% 10.84%

Non-Interest Expense Excluding Goodwill 5.76% 6.09% 5.93% 6.30% 5.96%

Operating Profits before LLPs 4.90% 4.44% 4.35% 4.20% 4.88%

Loan Loss Provisions 1.08% 0.92% 0.71% 0.82% 0.82%

Operating Profits 3.82% 3.51% 3.63% 3.38% 4.06%

Income Taxes and Minority Interest (TEB) 0.95% 0.97% 1.04% 0.90% 1.02%

TD Ameritrade 0.11% 0.13% 0.16% 0.09% 0.11%

Cash Return on RWA before Preferreds 2.98% 2.68% 2.75% 2.57% 3.16%
Preferred Shares 0.10% 0.10% 0.10% 0.10% 0.10%
Cash Return on RWA after Preferred Shares 2.88% 2.57% 2.65% 2.47% 3.06%

Intangible Amortization 0.23% 0.27% 0.25% 0.23% 0.22%

Accrual Return on RWA 2.65% 2.31% 2.40% 2.24% 2.84%

Reported Earnings per Share $1.57 $1.44 $1.41 $1.21 $1.82

Cash Operating Earnings Per Share $1.60 $1.36 $1.43 $1.38 $1.74
Reported Return on Equity 15.3% 14.4% 13.3% 11.0% 16.7%

Return on Equity* 15.5% 13.7% 13.6% 12.4% 16.0%

Book Value Per Share $41.86 $40.35 $43.41 $44.29 $43.23

Security Surplus $253 $285 $269 $198 $215

Profit Margin (Cash Operating Income as % Total Revenue) 27.0% 24.5% 25.8% 23.5% 28.2%

Trading Revenue $549 $402 $300 $383 $364

Trading Revenue % Total Revenue 10.7% 8.3% 6.2% 7.4% 6.7%

Securitization Revenue $132 $123 $110 $124 $103

Securitization Pre-Tax Impact $82 $88 $68 $79 $62

Securitization EPS Impact $0.06 $0.07 $0.05 $0.06 $0.05

Capital Market Revenue $347 $368 $318 $346 $386

Capital Market Revenue % Total Revenue 6.8% 7.6% 6.5% 6.7% 7.1%

Net Security Gains $17 $47 $10 $1 $60

Net Security Gains Per Share $0.01 $0.04 $0.01 $0.00 $0.05

Other Income % Total Revenue 42.3% 40.2% 38.2% 39.8% 40.4%

Effective Tax Rate (TEB) 23.4% 25.9% 27.1% 25.0% 23.8%

Productivity Ratio** 54.0% 57.8% 57.7% 60.0% 55.0%

* Cash Operating. ** Excludes amortization of intangibles.

Source:  Company reports.  
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Exhibit 4: Toronto-Dominion Bank (TD) Segmented Earnings 

2010 2011

First Second Third Fourth First

Quarter Quarter Quarter Quarter Quarter

Contribution $M

Canadian P&C Banking $720 $761 $841 $773 $905

U.S. Personal & Commercial $227 $245 $287 $283 $333

Wealth Management $101 $111 $117 $118 $133

TD Ameritrade $43 $56 $62 $33 $48

Total Retail & Wealth Management $1,091 $1,173 $1,307 $1,207 $1,419

Wholesale Banking $372 $220 $179 $216 $237

Earnings from Operations $1,463 $1,393 $1,486 $1,423 $1,656

Other ($33) ($159) ($182) ($163) ($68)

Cash Net Earnings (before Preferreds) $1,430 $1,234 $1,304 $1,260 $1,588

Preferred Shares $49 $48 $49 $48 $49

Cash Net Earnings $1,381 $1,186 $1,255 $1,212 $1,539

Contribution Per Share *

Canadian P&C Banking $0.83 $0.88 $0.96 $0.88 $1.02

U.S. Personal & Commercial $0.26 $0.28 $0.33 $0.32 $0.38

Wealth Management $0.12 $0.13 $0.13 $0.13 $0.15

TD Ameritrade $0.05 $0.06 $0.07 $0.04 $0.05
Total Retail & Wealth Management $1.26 $1.35 $1.49 $1.37 $1.61

Wholesale Banking $0.43 $0.25 $0.20 $0.25 $0.27

Earnings from Operations $1.69 $1.60 $1.70 $1.62 $1.87

Other ($0.04) ($0.18) ($0.21) ($0.19) ($0.08)

Total $1.65 $1.42 $1.49 $1.43 $1.80

Preferred Shares $0.06 $0.06 $0.06 $0.05 $0.06

Net earnings before special items $1.60 $1.36 $1.43 $1.38 $1.74

Earnings Mix (%)

Canadian P&C Banking 49% 55% 57% 54% 55%

U.S. Personal & Commercial 16% 18% 19% 20% 20%

Wealth Management 7% 8% 8% 8% 8%

TD Ameritrade 3% 4% 4% 2% 3%

Wholesale Banking 25% 16% 12% 15% 14%

Earnings from Operations 100% 100% 100% 100% 100%

Other -2% -13% -14% -13% -4%

Total 98% 87% 86% 87% 96%

Preferred Shares 3% 3% 3% 3% 3%

Net Earnings 94% 85% 84% 85% 93%

Growth Rates (%) 

Canadian P&C Banking 23% 29% 24% 24% 26%

U.S. Personal & Commercial -8% 18% 19% 34% 47%

Wealth Management 35% 42% 23% 22% 32%

TD Ameritrade -44% 17% -9% -44% 12%

Wholesale Banking 40% 27% -45% -42% -36%

Cash Net Earnings 31% 21% 0% -4% 11%

Net earnings before special items per share 26% 19% -2% -6% 9%

* Figures may not add due to rounding.
Source:  Company reports.  
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Exhibit 5: Toronto-Dominion Bank (TD) Balance Sheet/Other – Quarterly Performance 

2010 2011

First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Net Impaired Loans (NILs) ($23) $430 $758 $869 $1,448
NILs as % Loans -0.01% 0.16% 0.28% 0.31% 0.51%

Specific LLPs - Loans $508 $416 $340 $391 $348

Specific LLPs - Debt Securities Classified as Loans $9 $9 ($1) $13 $66

Total Specific Loan Loss Provisions $517 $425 $339 $404 $414
General Provisions $0 ($60) $0 $0 $0

Total Loan Loss Provisions (LLPs) $517 $365 $339 $404 $414

Specific LLPs % Loans 0.78% 0.67% 0.51% 0.58% 0.58%
Total LLPs % Loans 0.78% 0.57% 0.51% 0.58% 0.58%

Gross Impaired Loans (GILs) $2,708 $3,032 $3,337 $3,456 $4,089
GILs as % Loans 1.03% 1.16% 1.25% 1.24% 1.45%

Gross Impaired Loan Formations $1,062 $852 $835 $918 $776

Net Impaired Loan Formations $698 $431 $375 $528 $426
Net Impaired Loan Formations as % Loans 0.27% 0.16% 0.14% 0.19% 0.15%

General Reserves $2,125 $1,952 $1,955 $1,910 $1,907

General Reserves % Risk Weighted Assets 1.11% 1.04% 1.03% 0.96% 0.96%

Annual Growth Rates

Total Revenue (TEB) 10.2% 4.1% 0.0% 4.4% 6.8%
Other Income 25.6% 20.8% -5.9% 3.2% 1.9%

Non-Interest Expense (NIE) 0.7% 2.1% 3.2% 10.0% 8.6%

Total Revenue (TEB) - NIE 9.5% 2.0% -3.2% -5.6% -1.8%

Loans & Acceptances 4.7% 3.2% 4.3% 5.6% 7.8%

Residential Mortgages 26.2% 18.4% 9.3% 8.9% 14.6%

Personal Deposits 11.5% 9.0% 11.0% 11.7% 8.9%

Mutual Fund Assets (IFIC) 20.6% 20.6% 11.1% 12.6% 12.2%

Risk Weighted Assets (RWA) -9.7% -6.1% -0.2% 5.4% 4.5%
Market at Risk Assets -60.1% -56.1% -15.3% 19.8% -10.7%

Average Assets -5.9% -5.1% 0.5% 10.8% 7.9%

Total Assets $567,454 $573,905 $603,467 $619,545 $616,368

Average Total Assets $571,000 $576,000 $604,000 $618,000 $616,000

Average Total Asset Growth (Qtrly) 2.5% 0.9% 4.9% 2.3% -0.3%

Risk Weighted Assets (RWA) $190,644 $187,174 $189,190 $199,910 $199,235
Market at Risk Assets $4,061 $3,398 $3,966 $4,474 $3,627

Asset Securitization during period $2,622 $4,833 $4,563 $4,235 $3,298

Asset Securitization Outstanding $47,193 $48,438 $49,237 $50,611 $50,957

Asset Securitization % Loans & Acceptances 18.0% 18.5% 18.5% 18.2% 18.0%

Loans & Acceptances $262,580 $261,974 $266,301 $277,777 $282,932

Loans & Acceptances Growth (Qtrly) -0.2% -0.2% 1.7% 4.3% 1.9%

Residential Mortgage $66,420 $64,394 $67,600 $71,507 $76,115

Residential Mortgage Growth (Qrtly) 1.1% -3.1% 5.0% 5.8% 6.4%

Personal Deposits $231,338 $234,973 $240,655 $249,251 $251,867
Personal Deposit Growth (Qtrly) 3.6% 1.6% 2.4% 3.6% 1.0%

Personal Deposits % Total Deposits 57.6% 58.1% 57.1% 58.0% 57.4%

Total Deposits $401,690 $404,492 $421,197 $429,971 $438,458

Cash and Securities $177,571 $186,745 $194,700 $193,322 $198,475

Liquidity Ratio 31% 33% 32% 31% 32%

Mutual Fund Assets (IFIC) $59,764 $62,607 $62,429 $65,558 $67,077
Mutual Fund Asset Growth (Qtrly) 2.7% 4.8% -0.3% 5.0% 2.3%

Mutual Fund Asset % of Personal Deposits 25.8% 26.6% 25.9% 26.3% 26.6%
Common Equity $36,081 $35,030 $37,941 $38,907 $38,129

Tangible Common Equity % RWA 10.3% 10.3% 11.7% 11.5% 11.4%

Common Equity % RWA 18.9% 18.7% 20.1% 19.5% 19.1%

Tier 1 Capital Ratio 11.5% 12.0% 12.5% 12.2% 12.7%
Total Capital Ratio 14.8% 15.5% 16.0% 15.5% 16.2%

General Provisions which may not be included in Items of Note $60 ($117) ($6) ($38) $14
(Included in Specific Loan Loss Provisions unless highlighted)
Source:  Company reports.  
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Exhibit 6 

TD Share Price Performance
1998 - March 14, 2011 - Weekly

0.80

0.90

1.00

1.10

1.20

1.30

1.40

1.50

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

$15

$25

$35

$45

$55

$65

$75

$85

Source: Bloomberg.

Share PriceRelative Performance

Relative to Bank Index (LHS)

Share Price (RHS)

Kevin R. Choquette, CFA

Exhibit 7 

Toronto-Dominion Bank
Relative P/E Multiple 

1998 - March 14, 2011
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Laurentian Bank of Canada 
(LB-T) 
 

Mar 14, 2011: $50.97  1-Yr Target:  $65.00  Capitalization  
Rating: 2-Sector Perform  1-Yr ROR: 30.7%  Shares O/S (M) 23.9 
Risk: Medium  2-Yr Target: $72.00  Total Value ($M) 1,219.3 
IBES EPS 2011E $5.03  2-Yr ROR: 47.5%  Float O/S (M) 23.9 
IBES EPS 2012E $5.46  Div. (Curr.): $1.56  Float Value ($M) 1,219.3 
   Yield 3.1%  TSX Weight 0.08% 
Valuation: 13.0x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 02-Jun-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $0.91A $0.76A $1.08A $0.99A $3.75 10.5x 
2010A $1.21A $1.06A $1.13A $1.24A $4.63 9.6x 
2011E $1.27A $1.16 $1.25 $1.32 $5.00 10.2x 
2012E     $5.50 9.3x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   11.3% 10.1% 11.5% 11.3% 11.5% 
Return on RWA   1.00% 0.94% 1.12% 1.14% 1.22% 
CE to RWA (%)   9.1% 10.1% 9.9% 10.3% 10.6% 
Tier 1 Capital Ratio (%)  10.0% 11.0% 10.9% 11.5% 11.8% 
LLPs (M)  $41 $56 $68 $60 $65 
LLPs % of Loans   0.27% 0.35% 0.37% 0.32% 0.32% 

Fixed Income Research Link

Regular Voting 
Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

Q1/11 Modest Earnings Beat – High Securitization 
Income – Low Quality 
I N V E S T M E N T  H I G H L I G H T S  

 Laurentian Bank (LB) Q1/11 cash operating EPS increased 5% to $1.27 per share, modestly above 
our estimate of $1.24 per share and consensus of $1.21 per share. Earnings were aided by high 
securitization income and lower taxes. Earnings were lower quality. 

 Securitization income was high at $8.9 million or an estimated $0.25 per share (after-tax) versus 
$0.6 million or $0.02 per share in the previous quarter and $4.2 million or $0.12 per share a year earlier. 
Thus, underlying earnings this quarter were weak.  

 ROE: 11.6%, RRWA: 1.16%, Tier 1 Capital: 11.1%. 

 LB’s dividend payout ratio on our 2011E EPS is 31% versus the target range of 40%-50%. We expect 
a dividend increase in 2011. 

 Our 2011 and 2012 earnings estimates are unchanged at $5.00 per share and $5.50 per share, 
respectively. Our one-year share price target is unchanged at $65. We maintain our 2-Sector Perform 
rating. 
 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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R E T A I L  E A R N I N G S  D E C L I N E  8 %  –  R E T A I L  M A R G I N  D E C L I N E S  2 1  B A S I S  P O I N T S  

 Retail earnings declined 8% year over year (YOY) to $11.6 million due mainly to a 21 bps decline 
YOY in the retail net interest margin. On a sequential basis, the retail net interest margin was down 4 bps.  

 Average loans increased 5% and average deposits increased 5%. 

 Revenue increased 0.4% YOY with expense growth of 5.8% for negative operating leverage of 5.4%.  

 Retail loan loss provisions (LLPs) declined to $7.4 million from $9.8 million a year earlier and $10.0 
million in the previous quarter. 

N E T  I N T E R E S T  M A R G I N  D E C L I N E S  

 Overall, the bank’s net interest margin declined 10 bps YOY and 12 bps sequentially to 2.03%. The 
margin was under pressure due mainly to a competitive retail pricing environment and a shortening of 
duration in the government securities portfolio, in anticipation of a flatter yield curve and a modification to 
the bank’s hedging strategies. 

R E V E N U E  G R O W T H  

 Total revenue growth was 5.0%, with operating expenses increasing 8.8% for negative operating 
leverage of 3.8%. The bank’s salaries and employee benefits increased 11% YOY to $72.3 million from 
$65.2 million a year earlier. The increase was mainly as a result of higher costs, performance-related 
charges, increased payroll taxes, and pension costs. 

R E A L  E S T A T E  &  C O M M E R C I A L  E A R N I N G S  D E C L I N E  1 1 %  –  H I G H E R  L L P S  

 Real Estate & Commercial earnings were down 11% to $11.3 million, driven by higher loan losses. 

 Loan loss provisions increased to $7.3 million from $5.2 million a year earlier and $5.6 million in the 
previous quarter. 

 Average loans increased 8% and average deposits increased 8%. 

B 2 B  T R U S T  E A R N I N G S  D E C L I N E  5 %  –  H I G H E R  E X P E N S E S  

 B2B Trust earnings declined 5% to $10.5 million as volume growth in mortgage loans was offset by 
margin compression on investment loans and higher expenses. 

 Revenue increased 4.7% with expense growth of 28.7% for negative operating leverage of 24.0%. The 
higher expenses in the quarter were driven by higher allocated technology costs and higher salary and 
employee benefits to support increased business activity and enhanced service levels. 

 Average loans increased 12% and average deposits increased 1%. 

 Loan loss provisions were $0.4 million versus $1.1 million a year earlier. 

 Mutual fund assets increased 20% from a year earlier to $1.8 billion as mutual fund sales increased  
16% YOY. 

 Total assets under administration increased 8% from a year earlier to $15.5 billion. 

L A U R E N T I A N  B A N K  S E C U R I T I E S  E A R N I N G S  

 Earnings from Laurentian Bank Securities increased 48% YOY to $2.7 million from $1.8 million a  
year earlier. 
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O T H E R  S E G M E N T  

  Other segment earnings were negative $2.6 million versus negative $5.2 million in the previous quarter 
and negative $6.1 million a year earlier.  

S E C U R I T I Z A T I O N  I N C O M E  H I G H  

 Securitization income was high at $8.9 million or an estimated $0.25 per share (after-tax) versus $0.6 
million or $0.02 per share in the previous quarter and $4.2 million or $0.12 per share a year earlier. Thus, 
underlying earnings this quarter were weak.  

L O A N  &  D E P O S I T  G R O W T H  

 Residential mortgages increased 11% YOY to $8.5 billion from $7.7 billion. Including securitization, 
residential mortgages increased 11% to $11.5 billion. Securitized assets outstanding increased to $2,950 
million from $2,642 million a year earlier. Total loans and acceptances increased 7% to $17.6 billion from 
$16.5 billion a year earlier. 

 Personal deposits increased 2% to $15.4 billion from $15.1 billion a year earlier. 

L O A N  L O S S  P R O V I S I O N S  

 Specific loan loss provisions (LLPs) were $15.0 million or 0.34% of loans versus $16.0 million or 
0.36% of loans in the previous quarter and $16.0 million or 0.39% of loans a year earlier.  

 We trimmed our 2011 and 2012 LLP forecasts to $60 million or 0.32% of loans and $65 million or 
0.32% of loans, from $65 million and $70 million, respectively. 

G R O S S  &  N E T  I M P A I R E D  L O A N S  

 Gross impaired loans (GILs) declined to $169 million or 0.96% of loans from $188 million or 1.07% of 
loans.  

 Net impaired loans declined to $22 million from $50 million in the previous quarter.  

 The coverage ratio (ACLs as a percentage of GILs) increased to 87% versus 73% in the previous 
quarter. 

E F F E C T I V E  T A X  R A T E  D E C L I N E S  

 LB’s effective tax rate was 23.0% versus 27.3% a year earlier. The lower tax rate was a result of non-
taxable dividend income and the lower taxation level on revenues from credit insurance operations. 

T I E R  1  C A P I T A L  R A T I O  1 1 . 1 %  

 Tier 1 ratio increased to 11.1% from 10.9% in the previous quarter.  

 Book value increased 6% YOY to $43.51 per share.  

T I E R  1  C O M M O N  B A S E L  I I I  

 Although no specific numbers were given, the bank indicated that Basel III will have a 150 bps impact 
to capital and that as of January 31, 2011, the bank is compliant with Basel III minimum requirements. 
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Exhibit 1: Laurentian Bank (LB) First Quarter Results 

$M, except per share data YOY
First Quarter as at January 31 Q1/10 Q1/11  % Chg

Operating Net Income (before preferreds) $32.0 $33.5 5%

Operating EPS $1.21 $1.27 5%
Total Revenue $180.4 $189.5 5%
Non-Interest Expense $120.4 $131.0 9%
Specific LLPs $16.0 $15.0 -6%
Specific LLPs % Loans (less repos) 0.39% 0.34% -0.05%
Operating Return on Equity 11.8% 11.6% -0.2%
Return on RWA 1.20% 1.16% -0.04%
Segmented Earnings
Retail & SME Quebec $12.6 $11.6 -8%

Mix (%) 33% 32%
Real Estate & Commercial $12.7 $11.3 -11%

Mix (%) 33% 31%
B2B Trust $11.1 $10.5 -5%

Mix (%) 29% 29%
Laurentian Bank Securities (LBS) $1.8 $2.7 48%

Mix (%) 5% 8%
Other ($6.1) ($2.6) n.m.

Total $32.0 $33.5 5%
NILs $36 $22
NILs % of Loans 0.22% 0.13%
Book Value per Share* $41.05 $43.51 6%
Common Equity % RWA 10.1% 10.0% -0.1%
Tangible Equity % RWA 9.1% 9.2% 0.1%
Tier 1 Capital Ratio 11.0% 11.1% 0.1%
Total Capital Ratio 12.9% 13.9% 1.0%
*Includes AOCI as per standard definition.

Notes: NIL = net impaired loans; LLP = loan loss provisions;

RWA = risk-w eighted assets.

Source: Company reports.  
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Exhibit 2: Laurentian Bank (LB) Quarterly Performance – Income Statement 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter

Income Statement

Net Interest Income $120.7 $117.6 $129.9 $128.2 $121.4

Other Income $59.7 $60.5 $58.9 $61.9 $68.1

Total Revenue $180.4 $178.1 $188.8 $190.1 $189.5

Provision for Loan Losses $16.0 $16.0 $20.0 $16.0 $15.0

Non-Interest Expense $120.4 $123.5 $127.8 $132.5 $131.0

Taxes & Minority Interest $12.1 $10.2 $10.9 $9.1 $10.0

Operating Net Income $32.0 $28.3 $30.1 $32.5 $33.5

Preferred Shares $3.1 $3.1 $3.1 $2.9 $3.1

Operating Net Income (after prefs) $28.9 $25.3 $27.0 $29.6 $30.4

Unusual Items $0.0 $0.0 $0.0 $0.0 $0.0

Reported Net Income (after prefs) $28.9 $25.3 $27.0 $29.6 $30.4

Net Interest Margin % Average Assets 2.13% 2.10% 2.22% 2.15% 2.03%

Retail Net Interest Margin % Average Assets 2.76% 2.71% 2.75% 2.59% 2.55%
Percentage of Average Assets

Net Interest Income 2.13% 2.10% 2.22% 2.15% 2.03%

Other Income 1.05% 1.08% 1.01% 1.04% 1.14%

Total Revenue 3.18% 3.18% 3.22% 3.18% 3.17%

Loan Loss Provision 0.28% 0.29% 0.34% 0.27% 0.25%

Non-Interest Expense 2.12% 2.21% 2.18% 2.22% 2.19%

Income Taxes & Minority Interest 0.21% 0.18% 0.19% 0.15% 0.17%

Cash Operating Net Income 0.56% 0.51% 0.51% 0.54% 0.56%

Preferred Shares 0.05% 0.05% 0.05% 0.05% 0.05%

Operating Return on Average Assets 0.51% 0.45% 0.46% 0.50% 0.51%
Reported Earnings Per Share (fd) $1.21 $1.06 $1.13 $1.24 $1.27
Operating Earnings Per Share (fd) $1.21 $1.06 $1.13 $1.24 $1.27

Reported Return on Equity 12.3% 10.9% 11.0% 11.8% 11.9%

Operating Return on Equity 11.8% 10.6% 10.8% 11.5% 11.6%

Bank Calculated Return on Equity 12.3% 10.9% 11.0% 11.8% 11.9%

Book Value Per Share $41.05 $40.71 $42.08 $43.03 $43.51

Bank Calculated Book Value Per Share $39.52 $40.22 $40.99 $41.87 $42.75

Securitization Income $4.2 $0.3 $0.9 $0.6 $8.9

Securitization Income Per Share $0.12 $0.01 $0.03 $0.02 $0.25

Dividends Per Share $0.36 $0.36 $0.36 $0.36 $0.39

Dividend Payout Ratio 30% 34% 32% 29% 31%

Effective Tax Rate (%) 27.3% 26.5% 26.7% 21.8% 23.0%

Productivity Ratio 66.7% 69.4% 67.7% 69.7% 69.1%

Source: Company reports.  
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Exhibit 3: Laurentian Bank (LB) Quarterly Performance – Balance Sheet/Other 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter
Gross Impaired Loans $157 $162 $182 $188 $169

Net Impaired Loans (NILs) $36 $38 $52 $50 $22

NILs % Loans * 0.22% 0.22% 0.30% 0.28% 0.13%

Specific Loan Loss Provisions (LLPs) $16.0 $16.0 $20.0 $16.0 $15.0

General Provisions $0 $0 $0 $0 $0

Total Loan Loss Provisions (LLPs) $16.0 $16.0 $20.0 $16.0 $15.0

Specific LLPs % Loans * 0.39% 0.39% 0.46% 0.36% 0.34%

Gross Impaired Loans (GILs) $157 $162 $182 $188 $169

GILs as % Loans 0.96% 0.95% 1.05% 1.07% 0.96%

General Reserves $73 $73 $73 $73 $73

General Reserves % RWA 0.75% 0.74% 0.72% 0.71% 0.70%

Allowance for Credit Losses (ACLs) $121 $124 $130 $138 $147

Coverage Ratio 77% 77% 71% 73% 87%
Annual Growth Rates

Total Revenue 15.3% 15.1% 6.9% 6.5% 5.0%

Non-Interest Income 3.3% -0.4% -7.7% 2.6% 13.9%

Non-Interest Expense 8.7% 8.3% 7.3% 3.4% 8.8%

Average Assets 14.7% 14.1% 11.8% 10.6% 5.4%

Risk Weighted Assets (RWA) 0.3% 0.6% 8.9% 9.6% 7.1%

Loans & Acceptances excl Repos 14.9% 16.1% 12.3% 11.1% 6.9%

Residential Mortgages 25.4% 27.9% 20.5% 18.9% 10.5%

Personal Deposits 14.6% 6.4% 5.6% 1.7% 2.1%

Total Deposits 18.3% 8.6% 6.1% 7.4% 2.9%
Total Assets ($M) $23,184 $23,089 $23,577 $23,772 $23,330

Average Total Assets ($M) $22,495 $22,950 $23,235 $23,689 $23,711

Average Total Asset Growth (Qtrly) 5.1% 2.0% 1.2% 2.0% 0.1%

Risk Weighted Assets (RWA) $9,709 $9,924 $10,244 $10,388 $10,398

Loans & Acceptances $17,271 $17,555 $18,009 $18,375 $17,925

Loans & Acceptances * $16,456 $16,986 $17,353 $17,571 $17,593

Loans & Acceptances Growth (Qtrly) * 4.0% 3.2% 2.2% 1.3% 0.1%

Residential Mortgages $7,695 $8,101 $8,407 $8,583 $8,504

Residential Mortgage Growth (Qtrly) 6.6% 5.3% 3.8% 2.1% -0.9%

Securitized Residential Mortgages o/s $2,642 $2,591 $2,696 $2,716 $2,950

Securitized Mtg % Total (on and off) 26% 24% 24% 24% 26%

Personal Deposits $15,096 $15,413 $15,592 $15,397 $15,418

Personal Deposit Growth (Qtrly) -0.3% 2.1% 1.2% -1.3% 0.1%

Personal Deposits % Total Deposits 81.9% 82.3% 81.8% 78.4% 81.3%

Total Deposits $18,426 $18,737 $19,062 $19,648 $18,964

Cash & Securities $4,928 $4,401 $4,602 $4,425 $4,457

Liquidity Ratio 21% 19% 20% 19% 19%

Common Equity ($M) $982 $974 $1,007 $1,029 $1,041

Common Shares Outstanding (M) 23.92 23.92 23.92 23.92 23.92

Common Equity less Goodwill % RWA 9.1% 9.0% 8.9% 9.0% 9.2%

Common Equity % RWA 10.1% 9.8% 9.8% 9.9% 10.0%

Common Equity % Assets 4.2% 4.2% 4.3% 4.3% 4.5%

Tier 1 Capital Ratio 11.0% 10.9% 10.7% 10.9% 11.1%

Total Capital Ratio (BIS) 12.9% 12.8% 12.5% 12.9% 13.9%
* Excluding repos.

Source: Company reports.  
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Exhibit 4 

LB Share Price Performance
1998 - March 14, 2011 - Weekly
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Exhibit 5 

Laurentian Bank
Relative P/E Multiple 
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Canadian Western Bank 
(CWB-T) 
 

Mar 14, 2011: $30.39  1-Yr Target:  $38.00  Capitalization  
Rating: 2-Sector Perform  1-Yr ROR: 27.0%  Shares O/S (M) 69.7 
Risk: Medium  2-Yr Target: $42.00  Total Value ($M) 2,118.3 
IBES EPS 2011E $2.20  2-Yr ROR: 42.2%  Float O/S (M) 69.7 
IBES EPS 2012E $2.46  Div. (Curr.): $0.52  Float Value ($M) 2,118.3 
   Yield 1.7%  TSX Weight 0.13% 
Valuation: 17.3x 2011 cash earnings estimate   
Key Risks to Target: Economic, systemic, interest rate, regulatory and counterparty failures  

Qtly Cash Op EPS (FD) (Next Release: 02-Jun-11)  

Y/E OCTOBER-31 Jan Apr Jul Oct Year P/E 
2009A $0.41A $0.30A $0.38A $0.39A $1.47 14.5x 
2010A $0.52A $0.47A $0.48A $0.48A $1.95 13.0x 
2011E $0.54A $0.52 $0.56 $0.58 $2.20 13.8x 
2012E     $2.45 12.4x 
       
Industry Specific  2008A 2009A 2010A 2011 2012 
Return on Equity   16.0% 13.2% 16.3% 16.3% 16.2% 
Return on RWA   1.26% 1.06% 1.41% 1.53% 1.62% 
CE to RWA (%)   7.8% 8.3% 8.9% 10.0% 10.7% 
Tier 1 Capital Ratio (%)  8.9% 11.3% 11.3% 12.2% 12.9% 
LLPs (M)  $12 $14 $20 $27 $30 
LLPs % of Loans   0.14% 0.15% 0.19% 0.23% 0.23% 

Fixed Income Research Link

Regular Voting 
Note: Historical price multiple calculations use FYE price. Source: Reuters; company reports; Scotia Capital estimates.  

 

Q1/11 Strong Earnings – High Loan Growth 
I N V E S T M E N T  H I G H L I G H T S  

 Canadian Western Bank (CWB) Q1/11 operating earnings were strong at $0.54 per share, an increase of 
4% year over year (YOY), above our estimate of $0.52 per share and consensus of $0.51 per share.  

 Earnings were driven by strong loan growth of 17% YOY (or 12% excluding National Leasing) and an 
increase in net interest margin of 32 bp YOY and 4 bp QOQ. Earnings were aided by security gains of 
$0.04 per share versus $0.06 per share a year earlier and $0.01 per share the previous quarter.  

 ROE: 16.3%, RRWA: 1.50%, Tier 1 Capital: 11.6%. 

 Banking & Trust was the main driver with earnings increasing 13% to $41.4 million, offsetting weaker 
earnings from Insurance. 

 CWB’s dividend payout ratio is 24% on our 2011E EPS, below the target range of 25%-30%.  

 We increased our 2011E and 2012E EPS to $2.20 and $2.45 from $2.15 and $2.40, respectively, due to 
strong loan growth and NIM improvement. Our one-year share price target is unchanged at $38 per share. 

 We downgraded CWB to 2-Sector Perform from 1-Sector Outperform (March 3) based on strong relative 
share price performance and significant expansion in its P/E premium relative to the bank group. We still 
expect solid returns from CWB, but more in line with the bank group. 
 

http://sconline.multexexpress.com/SCOnline/secure/control/controlLoop.asp?type=getRelevantDocuments&cusip=06367110&doctype=FIXINC
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B A N K I N G  &  T R U S T  E A R N I N G S  I N C R E A S E  1 3 %  

 Banking & Trust cash operating earnings increased 13% YOY to $41.4 million, due to strong loan 
growth and net interest margin improvement, partially offset by an increase in loan loss provisions. 

 Banking & Trust revenues increased 24% to $115.4 million with non-interest expense growth of 38%, 
for negative operating leverage of 14%. 

L O A N  G R O W T H  A C C E L E R A T I N G  –  I N C R E A S E S  1 7 %  

 Total loans increased 17% YOY to $10,887 million, or 12% excluding the National Leasing acquisition, 
which represents loans of $526 million. Loan growth was led by Equipment financing, up 49% YOY 
(including National Leasing), followed by Personal loans and mortgages, which were up 14% YOY, 
Construction and Real Estate up 10%, and Commercial up 9% YOY. 

 CWB’s alternative mortgage business, Optimum Mortgage, experienced loan growth of 37% YOY to 
$841 million. 

N E T  I N T E R E S T  M A R G I N  I M P R O V E S  

 Net interest margin increased 4 bp QOQ and 32 bp YOY to 2.88%. The improvement in NIM was due 
mainly to more favourable yields on fixed rate loans, reduced deposit costs, and lower liquidity levels.  

I N S U R A N C E  E A R N I N G S  I M P R O V E S  Q O Q  

 Insurance earnings improved to $2.5 million versus $2.1 million the previous quarter, but declined 
from $3.3 million a year earlier. Net earned premiums increased 6% YOY with net claims expense 
increasing 13% YOY due to a positive reserve adjustment in Q1/10. The reserve adjustment was 
$1.5 million from Canadian Direct’s share of the Alberta auto risk sharing pools. 

D E M A N D  &  N O T I C E  D E P O S I T S  I N C R E A S E  1 5 %   

 Total deposits grew by 8% YOY to $10.8 billion including demand and notice deposits, which 
increased 15% to $3.7 billion. Demand and notice deposits represent low-cost funding and comprised 34% 
of total deposits, up from 32% a year earlier.  

G R O S S  I M P A I R E D  L O A N S  D E C L I N E  8 %  S E Q U E N T I A L L Y  

 Gross impaired loans (GILs) were $132.4 million or 1.22% of loans, down from $143.2 million or 
1.36% of loans in the previous quarter. 

 Real estate GILs declined to $75.2 million from $82.8 million in the previous quarter and from 
$79.1 million a year earlier. Equipment financing GILs declined to $16.1 million from $27.9 million last 
quarter and from $18.2 million a year earlier. Commercial GILs increased to $14.3 million from 
$8.0 million last quarter, but declined drastically from $29.9 million a year earlier.  

 Net impaired loans were $57.4 million versus $64.6 million in the previous quarter and $73.8 million a 
year earlier. 

L O A N  L O S S  P R O V I S I O N S  

 Total loan loss provisions (LLPs) increased to $6.2 million or 23 bp of loans from $5.4 million in the 
previous quarter and $3.7 million a year earlier due mainly to loan growth and the National Leasing 
acquisition. CWB’s fiscal 2011 target range is 20 bp to 25 bp including impact of National Leasing. 
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 Specific loan loss provisions increased to $5.6 million versus $4.8 million last quarter, but declined 
from $5.8 million a year earlier. General provisions were $0.6 million versus a reversal of $2.1 million a 
year earlier and general provisions of $0.6 million last quarter. 

 Our 2011 and 2012 LLP forecasts remain unchanged at $27 million or 0.23% of loans and $30 million 
or 0.23% of loans. 

 General reserves were stable at $60.2 million or 0.56% of risk-weighted assets (RWAs) versus 
$59.6 million or 0.57% of RWAs the previous quarter. 

S E C U R I T Y  G A I N S  –  S E C U R I T Y  S U R P L U S  D E C L I N E S  

 Security gains were $4.2 million or $0.04 per share versus $1.0 million or $0.01 per share in the 
previous quarter and $6.5 million or $0.06 per share a year earlier. Unrealized gains on available-for-sale 
securities surplus declined to $24.8 million from $32.1 million in the previous quarter and $29.7 million a 
year earlier.  

E F F E C T I V E  T A X  R A T E  D E C L I N E S  

 The effective tax rate declined to 27.3% versus 27.8% in the previous quarter and 29.3% a year earlier. 
The YOY decline was primarily due to the 150 bp decline in the basic federal income tax rate and the 
50 bp reduction in the B.C. provincial income tax rate. CWB’s expected income tax rate for fiscal 2011 is 
28.4%. 

T I E R  1  R A T I O  –  1 1 . 6 %  

 Tier 1 ratio was 11.6%, increasing from 11.3% the previous quarter and unchanged from a year earlier. 
Risk-weighted assets increased 15% YOY and 3% QOQ to $10.8 billion. 

B A S E L  I I I  –  T I E R  1  C O M M O N  

 Although no specific numbers were provided, the bank indicated that it will be in compliance with 
Basel III well before the transition requirements take effect in 2013. Management intends to disclose the 
bank’s Basel III pro forma ratios in Q2/11. 
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Exhibit 1: Canadian Western Bank (CWB) First Quarter Results 

$M, except per share data YOY
First Quarter as at January 31 Q1/10 Q1/11  % Chg
Net Operating Income $40.0 $44.0 10%
Earnings Per Share $0.52 $0.54 4%
Cash Earnings Per Share $0.52 $0.55 5%
Total Revenue $100.7 $121.8 21%
Net Interest Margin 2.56% 2.88% 0.32%
Non-Interest Expense $40.2 $55.1 37%
Productivity Ratio 40.0% 45.2% 5.3%
Total LLPs $3.7 $6.2 67%
Total LLPs % Loans 0.16% 0.23% 0.07%
Profit Margin 39.8% 36.1% -3.7%
Net Security Gains $6.5 $4.2 -35%
Net Security Gains (EPS) $0.06 $0.04 -39%
Return on Equity 18.0% 16.3% -1.7%
Return on Risk Weighted Assets 1.53% 1.50% -0.03%
Segmented Earnings (Cash)
Banking & Trust $36.7 $41.4 13%

Mix (%) 92% 94%
Insurance* $3.3 $2.5 -24%

Mix (%) 8% 6%
Total $40.0 $44.0 10%
NILs $73.8 $57.4
NILs % of Loans 0.80% 0.53% -0.27%
Book Value Per Share $12.67 $14.35 13%
Common Equity % RWA 8.6% 9.2% 0.6%
Tier 1 Capital Ratio 11.6% 11.6% -0.1%
Total Capital Ratio 15.1% 16.5% 1.4%

Notes: NIL = net impaired loans; LLP = loan loss provisions; RWA = risk weighted assets.
* includes gains from Alberta auto risk sharing pool Q1/09 - Q2/10.
Source: Company reports.  
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Exhibit 2: Canadian Western Bank (CWB) Quarterly Performance – Income Statement 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter
Income Statement

Net interest income $74.3 $80.1 $85.0 $89.2 $93.4
Other income 26.4 30.8 24.8 22.4 28.4
Total Revenue 100.7 111.0 109.8 111.6 121.8
Provision for loan losses 3.7 5.5 5.8 5.4 6.2
Non-interest expense 40.2 50.0 49.3 52.0 55.1
Income taxes and minority interest 16.7 17.6 16.5 15.1 16.6
Operating Net Income 40.0 37.9 38.3 39.1 44.0
Preferred Shares 3.8 3.8 3.8 3.8 3.8
Operating Net Income After Preferred 36.2 34.1 34.5 35.3 40.2
Unusual items 0.0 0.0 8.3 0.0 0.0
Reported Net income $40.0 $37.9 $46.6 $39.1 $44.0

Percentage of Average Assets

Net interest income (TEB) 2.56% 2.76% 2.78% 2.84% 2.88%
Other income 0.91% 1.06% 0.81% 0.71% 0.87%
Total Revenue 3.46% 3.83% 3.59% 3.56% 3.75%
Loan loss provisions 0.13% 0.19% 0.19% 0.17% 0.19%
Non-interest expense 1.38% 1.72% 1.61% 1.66% 1.70%
Income taxes and minority interest 0.57% 0.61% 0.54% 0.48% 0.51%
Operating Net Income 1.95% 1.91% 1.79% 1.73% 1.86%
Cash Operating Return on Assets 1.24% 1.18% 1.13% 1.13% 1.24%

Reported Earnings per Share (fd) $0.52 $0.47 $0.59 $0.48 $0.54

Operating Earnings per Share (fd) $0.52 $0.47 $0.48 $0.48 $0.54

Cash Earnings per Share (fd) $0.52 $0.48 $0.49 $0.49 $0.55

Operating Return on equity 18.0% 16.3% 15.7% 15.1% 16.3%

Book Value per Share $12.67 $13.08 $13.65 $14.08 $14.35

Security Surplus $29.7 $7.6 $21.2 $32.1 $24.8
Net Security Gains $6.5 $4.1 $0.8 $1.0 $4.2
Net Security Gains (EPS) $0.06 $0.04 $0.01 $0.01 $0.04
Effective tax rate 29.3% 31.7% 30.0% 27.8% 27.3%
Productivity Ratio 40.0% 45.0% 44.9% 46.6% 45.2%

Dividends per Share $0.11 $0.11 $0.11 $0.11 $0.13

Dividend Payout Ratio 21% 23% 23% 23% 24%

Source: Company reports.  



Banks First Quarter Overview March 2011 

186 

Exhibit 3: Canadian Western Bank (CWB) Quarterly Performance – Balance Sheet/Other 

2010 2011
First Second Third Fourth First

$M, except per share data Quarter Quarter Quarter Quarter Quarter
Net Impaired Loans (NILs) $73.8 $90.8 $74.2 $64.6 $57.4
NILs as % Loans 0.80% 0.92% 0.73% 0.62% 0.53%
Specific Loan Loss Provisions (LLPs) $5.8 $10.7 $4.8 $4.8 $5.6
General Provisions ($2.1) ($5.2) $1.0 $0.6 $0.6
Total Loan Loss Provisions $3.7 $5.5 $5.8 $5.4 $6.2
Total LLPs as % Loans 0.16% 0.23% 0.23% 0.20% 0.23%
Specific LLPs % of Loans 0.25% 0.44% 0.19% 0.18% 0.21%
Gross Impaired Loans (GILs) $146.4 $167.2 $150.0 $143.2 $132.4
GILs as % Loans 1.58% 1.69% 1.48% 1.36% 1.22%

General Reserves $59.0 $58.0 $59.0 $59.6 $60.2

General Reserves % RWA 0.63% 0.59% 0.58% 0.57% 0.56%

Annual Growth Rates (%)
Total Revenue 30.8% 47.2% 28.4% 23.8% 21.0%
Other Income 18.0% 36.6% 0.9% 1.3% 7.8%
Non-Interest Expense 10.6% 24.9% 22.6% 25.0% 37.0%
Other Income - NIE 7.4% 11.7% -21.7% -23.8% -29.2%
Loans & Acceptances 3.2% 9.1% 10.6% 13.6% 17.3%
Average Assets 8.2% 5.8% 5.8% 8.0% 10.2%

Risk Weighted Assets 4.0% 7.3% 9.9% 11.6% 14.8%

Residential Mortgages 3.4% 2.4% 10.4% 8.7% 15.5%

Total Deposits 5.0% 4.9% 9.2% 12.4% 7.8%

Total Assets $11,642 $12,004 $12,110 $12,702 $12,946
Average Total Assets $11,639 $11,823 $12,057 $12,406 $12,824
Average total asset growth (Qtrly) 1.4% 1.6% 2.0% 2.9% 3.4%
Risk Weighted Assets (RWA) $9,422 $9,883 $10,217 $10,490 $10,818
Loans and acceptances - Excluding Repos $9,282 $9,867 $10,105 $10,496 $10,887
Loans and acceptance growth (Qtrly) 0.5% 6.3% 2.4% 3.9% 3.7%
Residential mortgages $2,309 $2,293 $2,319 $2,480 $2,667
Residential mortgages growth (Qtrly) 1.2% -0.7% 1.1% 7.0% 7.5%
Total Deposits $10,004 $10,185 $10,257 $10,813 $10,786
Total Deposits Growth (Qtrly) 4.0% 1.8% 0.7% 5.4% -0.2%
Cash and Securities $2,150 $1,579 $1,477 $1,698 $1,754
Liquidity Ratio 18% 13% 12% 13% 14%
Common Equity $811 $867 $908 $938 $1,000
Common Equity % RWA 8.6% 8.8% 8.9% 8.9% 9.2%
Tier 1 Capital Ratio 11.6% 11.4% 11.4% 11.3% 11.6%
Total Capital Ratio 15.1% 14.5% 14.4% 14.3% 16.5%

Source: Company reports.  
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Exhibit 5 

Canadian Western Bank
Relative P/E Multiple 

2001 - March 14, 2011
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Exhibit 4 

CWB Share Price Performance
1998 - March 14, 2011 - Weekly
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