





























ECONOMIC SUMMARY AND OUTLOOK

The dominant theme of 2008 was the credit crunch and its economic fallout on the global economy. The U.S. economy officially fell into recession, amid falling home prices, significant job
losses, weak consumer spending and poor business investment. Extreme problems in the financial system severely affected the economy. Several major financial institutions failed and the weak
balance sheets of others led to a contraction in the availability of credit. Strong exports and stimulus from government tax refund cheques allowed economic growth to remain positive in the first
half of the year, but these effects soon declined and real GDP contracted in the second half of the year. The credit freeze necessitated a massive government intervention, including trillions of
dollars of liquidity provisions and capital injections.

The U.S. economic and financial weakness proved to be a severe blow to the global economy. Speculation that the world could decouple from the U.S. was proven unfounded. There was
widespread evidence of slowing economic growth around the globe in 2008, with a number of major industrialized nations posting economic contractions in at least one, if not several, quarters.

Canada was not immune and the economy experienced a significant economic slowdown in 2008. The weakness reflected Canada’s heavy reliance on exports, which accounts for close to
40% of the economy - of which 76% are destined for America. The domestic Canadian economy also showed signs of cooling, with real estate activity retreating and consumer expenditure
moderating. Commodity prices corrected as investors anticipated that world demand for raw materials would advance at a softer pace. Weak business confidence and expectations of poorer
profits also led to slacker business investment. The Canadian financial system weathered the credit crunch better than its counterparts in the U.S. and in Europe. Nevertheless, exposure to
investments backed by U.S. assets and a significantly higher cost of funds arising from the credit crunch adversely impacted profitability of the Canadian financial sector. As a result of all of
these trends, the Canadian economy is on track to grow by less than 1% in 2008.

Looking ahead, the fallout from the credit crunch will not pass quickly and a global downturn appears likely. U.S. home prices should stabilize in 2009, but high inventories of unsold homes are
expected to prevent a snapback. Credit conditions will remain tight as the world financial system goes through a protracted period of restructuring and deleveraging. There is a significant risk that
the U.S. economy could contract in 2009.

The U.S. economic weakness and the global stresses from the recent financial turmoil suggest that the world economy will continue to decelerate, with global growth expected to drop below
3% in 2009 - which would constitute a global recession.

The Canadian economy will continue to face challenges on the export front and domestic demand growth is likely to prove modest. The Canadian housing market will struggle, with sales
expected to fall by 18% in 2008 and almost 6% in 2009, while resale prices are on track to decline by 2% this year and are expected to fall 6% next year. From a regional perspective, a
convergence in provincial growth rates is anticipated, but the direction of that convergence is disappointing, as Western Canada will moderate towards the more modest growth in Atlantic
Canada, but still better than the negligible growth or economic contraction in Central Canada.

Despite these somber trends, it should be stressed that Canada is largely weathering a shock coming from abroad and is experiencing a moderation in the domestic economy after an
extended period of strength. These are temporary, or cyclical events, which will eventually pass but they will take time. The Canadian financial system is fundamentally sound. The lending
practices in Canada were more conservative and prudent than in the U.S. suggesting that the weakness in Canadian real estate will be nothing like the profound contraction in America. However,
the profitability of Canadian financial institutions will be constrained by the rise in global financing costs, but interbank lending rates are expected to retreat over the next 12 months.
Unemployment in Canada may rise in response to the near-term economic weakness, but unemployment rates will remain low by historical standards. Commodity prices have corrected, but this
is after an unprecedented surge prior to 2008. Canadian governments will face tighter fiscal balances, but this is a mild challenge compared to the deep deficits abroad. The bottom line is that
Canada still has strong fundamentals, but its economic performance will be subdued until the U.S. economy and the global economy regain some vitality in late 2009 or 2010.
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BUSINESS SEGMENT ANALYSIS
Canadian Personal and Commercial Banking

Canadian Personal and Commercial Banking comprises Canadian Banking, as well as the Bank’s global insurance operations. Under the TD Canada Trust brand, the retail
operations provide a full range of financial products and services to approximately 11 million personal and small business customers.
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@ Consumer lending 1,912 1,714 1,459
@ Business banking 1,798 1,654 1,541
@ Real estate secured lending 1.314 1,260 1,109
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BUSINESS HIGHLIGHTS

. Achieved revenue growth of 7%, on broad-based volume growth and higher fee revenue.

. Ongoing investment in customer-facing areas with the objective of further improving customer service. Extended market leadership position for the number of branch
hours relative to the competition and continue to lead the industry in new branch openings.

. Maintained #1 market share position in personal deposits and gained market share in Business Banking and Insurance.

. Achieved external recognition once again as an industry leader in customer service excellence with distinctions that included the following:

- Rated #1 for “Customer Service Exellence” among Canada’s five major banks by an independent market research firm Synovatel for the fourth
year in arow.

- Ranked highest in overall customer satisfaction among the big-five Canadian banks for the third consecutive year by J.D. Power and Associates*.

- Call centres recognized with the Highest Banking Industry Customer Satisfaction Award by Service Quality Measurement Group (SQM)2.

- Named “Best Bank in Canada” in the Euromoney Awards for Excellence3 2008.

CHALLENGES IN 2008

. Changing cost of funds that began in the fourth quarter of 2007, and a moderate slowdown in the housing market continued to impact margins on prime-based products.
. Heightened competition continued from the major Canadian banks and other competitors in residential mortgages, high-yield savings accounts and term deposits.
. Increased credit losses as a result of credit quality challenges and higher bankruptcies and delinquencies.

INDUSTRY PROFILE

The personal and business banking environment in Canada is very competitive among the major banks with some strong regional players. The competition makes it difficult to sustain market
share gains and distinctive competitive advantages over the long term. Customers expect more convenient and cost effective banking solutions. Continued success depends upon outstanding
customer service and convenience, disciplined risk management practices and expense management. The Canadian property and casualty insurance industry features a relatively large number of
participants each with limited market share. The life and health insurance industry in Canada and the reinsurance market internationally are more consolidated featuring a few large players.

OVERALL BUSINESS STRATEGY
The strategy for Canadian Personal and Commercial Banking has remained consistent year over year:

. Be known for a superior customer experience.

. Be recognized as a great place to work.

. Close the gap in under-represented businesses.

. Sustain revenue growth in excess of expense growth.

. Deliver top tier performance through consistent double-digit earnings growth.

REVIEW OF FINANCIAL PERFORMANCE
Canadian Personal and Commercial Banking reported record earnings in 2008. Net income of $2,424 million for the year increased by $171 million, or 8%, from the prior year. Return on invested
capital increased from 27.1% last year to 29.3% in 2008.

Revenue grew by $577 million, or 7%, over last year, mainly due to strong net interest income and fee growth. The main contributor to revenue growth was strong broad-based volume growth
particularly in real estate secured lending. Higher transaction-based fees, higher insurance revenue, overall deposit and credit card account growth, and inclusion of the U.S. businesses also
contributed to revenue growth.

As compared with last year, real estate secured lending average volume (including securitizations) grew by $14.4 billion, or 10%, credit card lending volume grew by $1 billion, or 20%, and
personal deposit volume grew $8 billion or 8%. Business deposits grew by $4 billion, or 9%, and originated gross insurance premiums grew by $202 million or 8%. Personal loans grew by $2
billion, or 10%, and business loans and acceptances grew by $3 billion or 13%.

Margin on average earning assets was 2.95%, compared to 3.05% last year. Margins were compressed by changing cost of funds that began last year, notably the margins on prime-based
lending products and escalating competition for deposit accounts.

Provision for credit losses (PCL) increased by $158 million, or 26%, compared with last year. Personal PCL of $718 million was $136 million higher than last year, mainly due to volume growth
and higher loss rates on credit cards. Commercial and small business PCL was $48 million for the year, up $22 million, compared with the prior year, mainly due to lower business loan loss
recoveries and reversals. PCL as a percentage of overall lending volume was 0.38%, increasing 4 bps from last year.

Expenses increased by $266 million, or 6%, compared with last year. Higher employee compensation expense, investments in new branches and the inclusion of the U.S. businesses
contributed to the increase in expenses. Average staffing levels increased by 1,591 full-time equivalent staff (FTEs) from last year, mainly as a result of increases in branch network, insurance
and the inclusion of personnel in U.S. businesses. The efficiency ratio for the year improved slightly to 51.2% compared with 51.6% last year.

1 The Synovate Best Banking Awards for 2008 were based on survey responses from 35,000 banking customers for the year ended August 2008, regionally and demographically representative of the entire Canadian population.
Known as the Customer Service Index, the survey has been in existence since 1987.

2 SQM Group awards excellence in customer and employee satisfaction for the call centre industry. Between October 1, 2007 and September 30, 2008, SQM telephone surveyed 200 to 400 customers within 1-3 days of their call to
the call centre to understand their satisfaction with their service experience.

3 The Euromoney Awards for Excellence define banking excellence in global categories and across 110 individual countries. Awards are based on outstanding performance, quality service, innovation and momentum.
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TABLE 14 |CANADIAN PERSONAL AND COMMERCIAL BANKING

(millions of Canadian dollars) 2008 2007 2006
Net interest income” $ 579 $ 5401 $ 4879
Other income 3,036 2,848 2,573
Provision for credit losses® 766 608 413
Non-interest expenses 4,522 4,256 4,086
Income before provision for income taxes 3,538 3,385 2,953
Provision for income taxes 1,114 1,132 987
Net income - reported 2,424 2,253 1,966
Item of note, net of income taxes - - -
Net income - adjusted $ 2424 % 2253 % 1,966
Selected volumes and ratios

Average loans and acceptances (billions of Canadian dollars) $ 156  $ 133 $ 128
Average deposits (billions of Canadian dollars) $ 152 % 141 $ 132
Return on invested capital 29.3% 27.1% 25.2%
Efficiency ratio 51.2% 51.6% 54.8%
Margin on average earning assets’ 2.95% 3.05% 3.04%

1 Including securitized assets.

KEY PRODUCT GROUPS
Personal Banking

. Personal Deposits - Increased equity market volatility and economic uncertainty has led to record volume growth in chequing, savings, and term deposits. Despite an increasingly
competitive personal deposit landscape, the Bank maintained its leadership position in market share.

. Consumer Lending - Personal loan and credit card balances grew compared with 2007, resulting from strong consumer spending combined with the launch of a new suite of travel credit
cards, including a card in the new Visa Infinite category, which provides improved value to customers.

. Real Estate Secured Lending - The Canadian housing market remained stable in 2008 with slightly lower year-over-year housing starts and home prices. Year-over-year volume growth

was on par with industry average. Customer retention remained very strong.

Business Banking

. Commercial Banking - Continued investment in customer-facing resources and a credit environment resulted in very strong loan volumes growth, with year-over-year growth at the mid-
double digits level. Strong commercial deposit growth continued as well, with year-over-year growth in the lower double digits exceeding 2007. Credit losses were flat to 2007, and
continue to remain below expectations and historic levels.

. Small Business Banking - The customer base continued to grow in 2008 however; growth declined from the strong growth experienced in 2007. Overall, year-over-year credit and deposit
volume growth exceeded expectations. Strategic focus continued on the addition of small business advisors in retail branches.
. Merchant Services Banking - Merchant services offers point-of-sale settlement solutions for debit and credit card transactions, supporting over 100,000 business locations across Canada.

Client volumes continued to increase in 2008 supported by industry leading EMV/Chip capabilities including being the first acquirer in Canada to support VISA payWave contactless
transactions. The customer base continued to grow in 2008 however, the growth declined from the strong growth experienced in 2007.

Insurance

TD Insurance aims to be the first choice of Canadians with personal protection insurance needs.

. TD General Insurance aims to be the benchmark in the personal automobile and home insurance industry in Canada. Premiums grew 6.2% over 2007, retaining our #1 direct writer and #3
personal lines market share positions. The loss ratio increased from 71.1% in 2007 to 72.4% in 2008 on continued sound underwriting practices and higher claims frequency primarily due
to unusual level of significant weather-related events causing losses.

. TD Life Group is the leading provider of critical illness insurance in Canada with over 600,000 customers covered.

BUSINESS OUTLOOK AND FOCUS FOR 2009

Following four very strong years of growth, revenue growth is expected to slow in 2009 as volume growth slows in the real estate secured lending business and margins
continue to be vulnerable to changing cost of funds and a competitive pricing environment. Revenue growth should benefit from the increased leadership position in branch
hours and continued investment in our network. PCL rates as a function of loan volumes are expected to increase due to deteriorating conditions in the Canadian economy.
Expense growth rate is expected to be lower relative to last year with the view to maintaining a positive operating leverage. Our priorities for 2009 are as follows:

. Integrate the elements of the comfortable customer experience into everything we do.
. Be recognized as an extraordinary place to work.

. Use our strengths to build out under-represented businesses.

. Simplify activities to be an efficient revenue growth engine.

. Invest in the future to deliver top tier earnings performance consistently.

. Establish our TD Insurance brand and build infrastructure for future growth.
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BUSINESS SEGMENT ANALYSIS

Wealth Management

Wealth Management provides a wealth of experience through a wide array of investment products and services to a large and diverse retail and institutional global client base.
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online brokarage $ 743 § 740 § 704
@ fsset management 777 797 655
@ advice-basad 808 776 650
Total Global wealth* 2,328 2,313 2,000
TD Waterhouse L.5.A. - - 251
Total $2,328 52,313 32,260

1 Aszets under management: Aszssts owned by customers, managed by the Bank, where
the Bank makes investment selections on behalf of the client (in accordance with an
investment palicyl. In addition to the TO family of mutual funds, the Bank manages
assets on behalf of individuals, pension funds, carporations, institutions, endecwments
and foundations. These assets are not reparted on the Bank's Consclidated Balance
Sheet.

2 fszats under administration: Assets awned by customers where the Bank provides
services of an administrative nature, such as the collection of investment incame
and the placing of trades on behalf of the cliznts (where the client has made their
own investment selection). These assets are rot reported an the Bank's Canzalidated
Balance Shest.

3 Certain revenue lines are presented net of internal transfers.

4 Effective the third quarter of 2008, the Bank transferred the .5, Wealth Management
businesses to the Wealth Management segment for management reporting
purpases. Pricr pericds have not been mclassified as the impact was not material
ta segment results.
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BUSINESS HIGHLIGHTS

. Wealth Management assets under administration decreased by $12 billion, or 7%, primarily due to market declines which were partially offset by the inclusion of assets
from U.S. Wealth Management businesses of $10 billion and the addition of net new client assets. Assets under management grew $10 billion, or 6%, over the prior year,
mainly due to the inclusion of assets from U.S. Wealth Management businesses of $8 billion and other items such as the addition of net new client assets, partially offset
by declines driven by capital markets volatility.

. Wealth Management’s net income of $769 million was 1% ahead of 2007, primarily due to the increased contribution from the Bank’s share of TD Ameritrade earnings
offset by lower earnings from Global Wealth Management.

. TD Ameritrade contributed earnings of $289 million for the year, 11% higher than the previous year.

. Revenues were up slightly versus 2007 driven by the inclusion of U.S. Wealth Management businesses and other items such as higher trade volumes and increased net

interest income. This was partially offset by lower commissions in online brokerage, lower fees in the Mutual Funds business and lower new issues and transactional
revenues in our Advice-based businesses.

. The Advice-based business met its target of adding 130 net new client facing Advisors.
. TD Mutual Funds increased its industry market share by 54 bps.
. TD Asset Management (TDAM) is Canada’'s second largest asset manager with leading market positions in active, quantitative and passive portfolio management,

providing investment solutions to retail, high net worth and institutional clients.

CHALLENGES IN 2008

. Volatility in global capital markets impacted asset and revenue growth throughout 2008.

. The strategic decision to lower our prices in online brokerage negatively impacted commission revenue. Increased trading volumes, improved spreads and growth in
margin and deposit balances, offset the price declines.

INDUSTRY PROFILE

The wealth management industry in North America is large, diverse and very competitive. Profitability is dependent on price competition, the ability to attract and retain client assets and market
stability. Increasing operating leverage and scale continues to be a priority to drive earnings. Cost management is a critical success factor in the industry and consolidation within the asset
management business continues. Key events in 2008 were:

. The mutual fund industry has been hard hit as a result of market declines leading to the redemptions of long-term mutual funds as investors selected money market and GIC products.
The large Canadian banks continue to compete actively in the mutual fund industry by leveraging their distribution networks.

. In Canada, TD Waterhouse'’s transaction volumes in its online brokerage operations achieved record levels following the strategic price reduction in late fiscal 2007 combined with
increased trading by the active investor segment in these volatile markets.

. Capital markets in Canada and the U.S. have been volatile and bearish as investor uncertainty remains with the credit crisis and recessionary market forces.

OVERALL BUSINESS STRATEGY
The strategy for Wealth Management has remained consistent for the last five years and is summarized as follows:

. Develop an integrated asset-gathering, client-focused organization.

. Deliver top-tier performance through consistent double-digit earnings growth over medium to long term.

. Leverage the wealth brands of TD Waterhouse and TD Mutual Funds as a premier, trusted advisor.

. Develop a top tier continuum of products, services and solutions designed to meet the needs of each client segment.

. Leverage technology to enhance the systems architecture supporting the customer experience and to increase operational efficiency.

. Leverage the strong client referral relationship with Canadian Personal and Commercial Banking to ensure clients are serviced in the most appropriate distribution channel within Wealth
Management.

. Grow asset-based revenue at TD Ameritrade.

. Build the foundation of the U.S. Wealth Management businesses to sustain future growth.

REVIEW OF FINANCIAL PERFORMANCE
Wealth Management's net income for 2008 was $769 million, compared with $762 million in 2007, an increase of 1% which primarily came from the higher contribution from TD Ameritrade as the
other Wealth Management businesses were negatively impacted by market volatility. The return on invested capital for the year was 19.4%, compared with 20.0% in 2007.

Revenues of $2,328 million were $15 million, or 1%, higher than 2007 primarily due to the inclusion of U.S. Wealth Management businesses, higher trading volumes in online brokerage due to
higher frequency of trading by active investors in these volatile markets encouraged by strategic pricing changes introduced last year and growth in client cash deposits. These increases were
offset by lower commissions in online brokerage due to the strategic price reductions introduced last year, lower fees in the Mutual Funds business and lower new issues and transactional
revenues in our Advice-based businesses.

Non-interest expenses were $1,615 million in 2008, an increase of $64 million or 4% from 2007. The increase in expenses was primarily due to the inclusion of U.S. Wealth Management
businesses and other items such as the new mutual fund administration fee and the continued investment in growing the sales force in our Advice-based businesses. The efficiency ratio
worsened by approximately 230 bps to 69.4% over the last year primarily due to the addition of U.S. Wealth Management businesses.

TD Ameritrade’s contribution to Total Wealth Management earnings was $289 million, compared with $261 million in 2007. TD Ameritrade delivered record net income as it generated 515,000
net new accounts, representing an increase of 8% over 2007 and resulting in a 17% increase in revenue with asset-based revenue increasing by 12%. While TD Ameritrade’s underlying earnings
increased by 24%, our equity share of those earnings increased by 11% due to strengthening of the Canadian dollar and a change in transfer pricing.

Assets under administration decreased by $12 billion, or 7%, primarily driven by market volatility partially offset by the inclusion of assets from U.S. Wealth Management businesses of $10
billion and the addition of net new client assets. Assets under management grew $10 billion, or 6%, over the prior year, mainly due to the inclusion of assets from U.S. Wealth Management
businesses of $8 billion, the addition of net new client assets and increased mutual fund assets under management from TD Ameritrade, which were partially offset by the impact of market-
related declines.
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TABLE 15 |TOTAL WEALTH MANAGEMENT

(millions of Canadian dollars) 2008 2007 2006
Net interest income 347 % 318 3 377
Other income 1,981 1,995 1,883
Non-interest expenses 1,615 1,551 1,575
Income before provision for income taxes 713 762 685
Provision for income taxes 233 261 242
Global Wealth net income 480 501 443
Equity in net income of associated company, net of income taxes 289 261 147
Net income - reported 769 762 590
Items of note, net of income taxes - - -
Net income - adjusted 769 $ 762 $ 590
Selected volumes and ratio

Assets under administration (billions of Canadian dollars) 173 3 185 $ 161
Assets under management (billions of Canadian dollars) 170 $ 160 $ 151
Return on invested capital 19.4% 20.0% 19.5%
Efficiency ratio 69.4% 67.1% 69.7%

TD AMERITRADE HOLDING CORPORATION

The Bank’s beneficial ownership of TD Ameritrade was 40.1% as at October 31, 2008. See Note 31 to the 2008 Consolidated Financial Statements for more information on the Bank’s investment

in TD Ameritrade. The condensed financial statements of TD Ameritrade Holding Corporation, based on its consolidated financial statements filed with the SEC, are provided as follows:

| TABLE 16 |CONDENSED CONSOLIDATED BALANCE SHEETS

(millions of U.S. dollars)

As at September 30

2008 2007
Assets
Receivables from brokers, dealers and clearing organizations $ 4177 % 6,750
Receivables from clients, net of allowance for doubtful accounts 6,934 7,728
Other assets 4,841 3,614
Total assets $ 15952 $ 18,092
Liabilities
Payable to brokers, dealers and clearing organizations $ 5755 $ 8,387
Payable to clients 5,071 5,314
Other liabilities 2,201 2,236
Total liabilities 13,027 15,937
Stockholders’ equity 2,925 2,155
Total liabilities and stockholders’ equity $ 15952 $ 18,092
TABLE 17 |CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(millions of U.S. dollars, except per share amounts) For the years ended
Sept. 30, Sept. 30,
2008 2007
Revenues
Net interest revenue $ 550 $ 558
Fee-based and other revenue 1,987 1,619
Total revenue 2,537 2,177
Expenses
Employee compensation and benefits 503 430
Other 772 718
Total expenses 1,275 1,148
Other income 1 6
Pre-tax income 1,263 1,035
Provision for income taxes 459 389
Net income1 $ 804 % 646
Earnings per share - basic $ 135 § 1.08
Earning per share - diluted $ 133 $ 1.06

1 The bank’s equity share of net income of TD Ameritrade is subject to adjustments relating to amortization of intangibles.
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KEY PRODUCT GROUPS
TD Waterhouse Discount Brokerage

. A premium self-directed channel, leading with superior service and tiered pricing model and fulfilling with an open product continuum, serving customers in Canada and the United
Kingdom.
. With the increased market volatility and our strategic price reduction, online brokerage has seen record trade volumes and increased client cash, as active investors engaged in higher

trading activity. We continue to maintain our leadership position in market share.

TD Asset Management

. TD Mutual Funds is the second largest bank-owned mutual fund complex in Canada, based on market share of assets. TD Mutual Funds increased its industry market share by 54 bps
while remaining in the fourth position in industry ranking for the third year in a row.

. TD Mutual Funds had $48 billion in assets under management at October 31, 2008, a decrease of 14% over 2007 due to market declines.

. TD Investment Management is recognized as one of the largest money managers in the country. Services provided include investment management to pension funds, corporations,

institutions, endowments and foundations, high net worth individuals and third-party distributors.

Advice-based Businesses

. TD Waterhouse Private Client Group includes Private Banking, Private Trust and Private Investment Counsel. TD Waterhouse Private Client Group maintained leadership position in
Private Investment Counsel and number two position in Private Trust business. We continue to grow our award winning Private Banking business.

. TD Waterhouse Private Investment Advice provides full-service brokerage services to its retail customers throughout Canada. Although the asset levels were impacted due to market
volatility, we continue to grow our Advisor network by hiring new and experienced investment advisors and increasing our service capabilities.

. TD Waterhouse Financial Planning continues to grow its client-facing Advisors with a 10% increase in the number of Financial Planners. While there was a 6% decrease in assets under
administration in 2008 compared with the prior year due to market declines, the business accomplished continued revenue growth.

. U.S. Wealth Management is composed of two businesses: Financial Advisory and Private Client Services. Financial Advisory provides investment and wealth planning solutions to the

mass affluent. Private Client Services (Private Banking, Private Trust, and Private Investment Counsel) provides comprehensive solutions to the needs of individuals and families
throughout the U.S.

TD Ameritrade

. TD Ameritrade continues to focus on aggressively growing client assets and asset-based revenue, taking advantage of the growth in the mass affluent long-term investor market.

. Information on TD Ameritrade’s products and services is available in TD Ameritrade’s SEC filings on EDGAR at http://www.sec.gov/edgar.shtml. See Tables 16 and 17 for TD Ameritrade’s
condensed consolidated balance sheet and statement of income.

BUSINESS OUTLOOK AND FOCUS FOR 2009

Current challenging market conditions for the next few quarters may continue to negatively impact growth in assets under management and assets under administration with a
corresponding impact to fee-based revenues and net interest income. Longer term prospects for Wealth Management continue to be positive. Investment in client-facing
Advisors, products and technology continues in order to position the business for future growth. Our priorities for 2009 are:

. Grow our leading Online Brokerage and Mutual Funds businesses.

. Build-out Advice-based businesses by increasing number of client-facing Advisors, assets and products.
. Deliver a superior client experience

. Build the foundation of the U.S. Wealth Management businesses to sustain future growth.
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BUSINESS SEGMENT ANALYSIS

U.S. Personal and Commercial Banking

Operating under the brand name, TD Bank, America’'s Most Convenient Bank, U.S. Personal and Commercial Banking offers a full range of banking services to individuals,
businesses and state/local governments.

$722 59.8%
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® cConsumer loans 316,861 § 9685 $11,511 $15844 § 9736 310299
@ Business and government loans 35,154 16,739 17,186 33,033 16,827 15376
® |nvestment sacurities 28,366 4,438 5070 26,655 4,461 4,536

Other assets 8,231 3,139 3,303 7,734 3,155 2,955
Total $88,612 $34,001 $37,070 $83,266 $34,179 333,166

1 Excluding all gacdwill and cther intangibles.
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BUSINESS HIGHLIGHTS

. Closed the acquisition of Commerce on March 31, 2008.

. Introduced common brand as TD Bank, America’s Most Convenient Bank.

. Ranked highest in customer satisfaction with Retail Banking in the Mid-Atlantic Region by J.D. Power and Associates* for the third year in a row.

. Built on our reputation as America’'s Most Convenient Bank, by extending hours at over 200 branches.

. Integration project teams and plans are in place for the 2009 integration of the legacy TD Banknorth and Commerce application systems.

. Continued our focus on organic revenue growth and controlling costs.

. Grew loans by approximately US$4 billion since the acquisition of Commerce.

. Grew deposits by approximately US$500 million since the acquisition of Commerce.

. 29 new branches added in 2008 and announced the closure and consolidation of 75 former TD Banknorth branches that were a short distance from legacy Commerce
branches.

CHALLENGES IN 2008

. Effects of economic slowdown.

. Continued intense competition for deposits and related effects on margin.

. Loan write-offs and impaired loans continued to increase from historically low levels in recent years.

. Asset quality statistics have deteriorated from historically low levels, resulting in higher provisions for credit losses, but significantly outperformed U.S. banking industry
as a whole.

INDUSTRY PROFILE

The personal and business banking environment in the U.S. is very competitive in all areas of the business, and many banks in the U.S. are currently facing significant challenges related to
subprime lending and liquidity. TD Bank is subject to vigorous competition from other banks and financial institutions, including savings banks, finance companies, credit unions and other
providers of financial services, such as money market mutual funds, brokerage firms, consumer finance companies and insurance companies. Industry consolidation has accelerated recently due
to the takeover of several weak institutions by large banks. Keys to profitability are attracting and retaining customer relationships over the long term, effective risk management, rational product
pricing, the use of technology to deliver products and services for customers anytime/anywhere, growing fee-based businesses and the effective control of operating expenses.

OVERALL BUSINESS STRATEGY
The strategy for U.S. Personal and Commercial Banking is:

. Deliver superior customer service across all channels.

. Increase market recognition of the TD Bank brand.

. Continue to be recognized as the leader in convenience banking in the markets we serve under our new brand TD Bank, America’'s Most Convenient Bank.

. Focus on organic banking growth (including building new branches), particularly in core chequing accounts, commercial and small business loans, and fee-based product groups.

. Maintain strong asset quality and expense discipline.

. Continue the acquisition strategy throughout the existing footprint and other niche areas of the U.S. where it meets our risk requirements and can be arranged in a shareholder-friendly
way.

REVIEW OF FINANCIAL PERFORMANCE
U.S. Personal and Commercial Banking reported net income and adjusted net income of $722 million and $806 million, respectively, for the current year compared with $320 million and $359
million, respectively, in the prior year. Adjusted net income for the current year excluded a $70 million after-tax charge related to restructuring and integration charges and $14 million related to
other tax items. Adjusted net income in the prior year excluded a $39 million after-tax charge, being the Bank’s share of TD Banknorth's restructuring, privatization and merger-related charges.
The $447 million increase in adjusted net income related primarily to the contribution of Commerce since April 2008 and an increased ownership in TD Banknorth from the privatization transaction
that was completed in April 2007, when the Bank acquired 100% ownership interest in TD Banknorth (the average ownership percentage increased from 72% in 2007 to 100% in 2008). In
addition, the segment now includes the banking operations from TD Bank USA which provides banking services to customers of TD Ameritrade. Prior period results have not been restated to
include the results from TD Bank USA as they were not significant. The return on invested capital increased from 4.6% in 2007 to 6.1% in the current year.

Revenue grew by $1.0 billion, or 54%, over last year, primarily due to the acquisition of Commerce, offset in part by margin compression and a stronger Canadian dollar. Margin on average
earning assets declined by 9 bps from the prior year to 3.84% in 2008, compared with 3.93% in 2007.

Provision for credit losses increased by $106 million, or 88%, compared with last year. Higher provisions related largely to increased loan balances resulting from the Commerce acquisition, as
well as increased charge-off levels. Impaired loans and loan write-offs increased during the year and since the acquisition of Commerce, due largely to weakness in the U.S. economy.

Expenses increased by $570 million, or 47%, over 2007, due primarily to the added expenses of Commerce. The efficiency ratio for the year was 59.8%, compared with 62.7% in 2007. The
improved efficiency ratio was primarily due to cost saving initiatives and expense control discipline. The FTE staffing level was 19,773 at the end of 2008 compared with 8,032 at the end of 2007
with the increase due to the approximately 12,000 employees of Commerce.
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TABLE 18 |U.SA PERSONAL AND COMMERCIAL BANKING

(millions of dollars) Canadian dollars U.S. dollars
1 1

2008 2007 2006 2008 2007 2006
Net interest income $ 2,144 % 1,365 $ 1,290 $ 2111 $ 1230 $ 1,132
Other income 853 583 490 841 525 430
Provision for credit losses 226 120 40 222 108 35
Non-interest expenses 1,791 1,221 1,087 1,763 1,100 954
Income before provision for income taxes 980 607 653 967 547 573
Provision for income taxes 258 196 222 255 177 195
Non-controlling interests in subsidiaries - 91 195 - 82 171
Net income - reported 722 320 236 712 288 207
Items of note, net of income taxes? 84 39 19 83 85 17
Net income - adjusted $ 806 $ 359 $ 255  $ 795 3% 323 % 224
Selected volumes and ratio
Average loans and acceptances (billions of dollars) $ 38 3 29 % 27 $ 37 % 26 $ 24
Average deposits3 (billions of dollars) $ 52 $ 31 $ 30 $ 51 $ 28 % 26
Return on invested capital 6.1% 4.6% 4.6%
Efficiency ratio - reported 59.8% 62.7% 61.1%
Efficiency ratio - adjusted 56.5% 58.7% 59.3%
Margin on average earning assets® 3.84% 3.93% 3.97%

1 The Wealth Management and Insurance Agency businesses in the U.S. were transferred to other segments effective April 1, 2008, prior period results were not restated.

2 Items of note, net of income taxes, include the following: 2008 - $84 million related to integration and restructuring charges and other tax items; 2007 -$39 million related to restructuring, privatization and merger-related charges;
2006 - $19 million related to Balance Sheet restructuring charge.

3 Average deposits and margin on average earning assets exclude the impact related to the money market deposit account (MMDA) agreement with TD Ameritrade. The MMDA is described in Note 32 to the 2008 Consolidated
Financial Statements.

KEY PRODUCT GROUPS
Personal Banking

. Personal Deposits - We continued to build our reputation as America’s Most Convenient Bank by opening 29 new branches and expanding hours at over 200 existing branches. Our
chequing, savings and term deposit products continued to fare well in a difficult economic environment.

. Consumer Lending - Our principal product offerings of Home Equity loans/lines of credit and auto loans offered through a network of auto dealers, continued to grow organically. Loan loss
rates have increased over the prior year, but we remain at the lower end of loss rates in the industry.

. Residential Real Estate Secured Lending - We saw an opportunity in the current environment to expand this business, early indicators are positive and we expect the portfolio to grow
steadily in 2009 and beyond.

. Business Banking (formerly Small Business) & Merchant Services - With a total of $1.7 billion of loans and $6.9 billion of deposits our Small Business Banking Group continues to be

among the top rated small business lenders in most of our markets. Merchant Services offers point-of-sale settlement solutions for debit and credit card transactions, supporting over
13,000 business locations in our footprint.

Commercial Banking

. Commercial Banking - Loan volumes were strong throughout the year and new loan spreads have been improving of late. Commercial loan balances increased approximately $4 billion
since the acquisition of Commerce. While loan losses have increased, primarily in the for-sale residential real estate sector, our overall asset quality remains better than the industry as a
whole.

BUSINESS OUTLOOK AND FOCUS FOR 2009

We expect to build on our strength of industry-leading convenience banking, providing superior customer service and fast, local decision making. There will be significant focus
on the customer and operational conversions planned to be completed by the latter half of calendar 2009 where legacy TD Banknorth and legacy Commerce banking
applications will be merged; we are focused on maintaining and enhancing the customer experience throughout this conversion effort to maximize customer retention.
Although the financial markets are currently experiencing significant turmoil, we expect to be a positive outlier and capture market share from competitors with weaker
balance sheets. Revenue growth in 2009 should be driven by strong loan growth, tempered by deposit competition. We expect to open over 25 new branches in 2009. Credit loss
provisions are expected to remain at historically high levels. Fee income should continue to grow strongly and operating expenses will be managed closely. The goal of U.S.
Personal and Commercial Banking is to achieve consistent earnings growth over time. A stronger U.S. dollar is expected to boost Canadian dollar results. Our priorities for 2009
are:

. Continue momentum in organic growth of Commercial Loans and Core Deposits, while keeping strong credit quality and competitive pricing to maintain customer
relationships.

. Execute the integration plan for the operational merger of the legacy TD Banknorth and Commerce organizations.

. Continue to deliver convenient banking solutions and service that is above and beyond customer expectations.

. Manage expenses to support positive operating leverage.

. Leverage our recently installed internal sales referral system to provide state-of-the-art support for our cross-selling efforts.
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BUSINESS SEGMENT ANALYSIS

Wholesale Banking

Wholesale Banking serves a diverse base of corporate, government and institutional clients in key global financial centres.
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BUSINESS HIGHLIGHTS
. Top 3 dealer in Canada (for the nine-month period ended September 30, 2008):
- #1 in equity block trading
- #2 in fixed-income trading
- #2 in fixed-income underwriting
- #3 in equity underwriting (full credit to bookrunner)
. Strong foreign exchange and interest rate revenues driven by higher client activity and trading revenue.
. Continued to maintain a strong credit risk profile.

CHALLENGES IN 2008

. Reported earnings down 92% from last year.

. Return on invested capital of 2%, compared with 30% in previous year.

. Significant deterioration in both the global economy and financial markets contributed to a challenging operating environment for most businesses.
. Severe declines in market liquidity contributed to significant credit trading losses.

. Continuing intense competition in the Canadian Wholesale Banking market.

INDUSTRY PROFILE

The wholesale banking sector in Canada is a mature market with intense competition from the Canadian banks, the large global investment banks and, to a lesser extent, small niche investment
banks and dealers. In order to compete effectively, it is necessary to offer a complete package of solutions and products, with credit often being a key component of a relationship. Additionally,
international expertise is required to service the Canadian-based international corporate client base. There are good growth opportunities for a wholesale bank that offers innovative client solutions
and ideas which span across products and regions.

OVERALL BUSINESS STRATEGY
. Solidify position as a top 3 dealer in Canada:
- Protect the #1/#2 market share rankings in equity block and fixed-income trading.
- Increase share of equity and debt underwriting, and merger and acquisitions industry revenue.
- Prudently extend credit to support top 3 initiatives and continue to actively manage credit risk through credit default swaps protection with credit default swaps

(CDS).
- Continue to support domestic franchise with our presence in the U.S., Europe and Asia.
. Close alignment of trading strategies with franchise business.
. Reposition credit trading business to focus on North American credit trading.
. Continue to invest in risk and control functions.
. Achieve an attractive rate of return on the equity investment portfolio over a medium to long-term holding period.

REVIEW OF FINANCIAL PERFORMANCE

Reported net income was $65 million in 2008, a decrease of $759 million from $824 million in the previous year. Results this year were significantly impacted by a challenging operating
environment characterized by severe decline in global liquidity and reduced market activity as the weakness in global financial markets continued to broaden and intensify. Substantial credit
trading losses incurred were mainly attributable to a significant decline in market liquidity as well as weaker and more volatile credit markets. The return on invested capital for 2008 was 2%,
compared with 30% in the previous year.

Wholesale Banking revenue is derived primarily from capital markets, investing and corporate banking activities. Revenue for the year was $1,250 million, compared with $2,494 million in the
previous year. Capital markets revenue suffered from a sharp deterioration in market conditions, especially in the fourth quarter stemming from a broad based decline in global financial markets.
Revenue was lower than last year primarily due to substantial credit trading losses. The losses were mainly attributable to weaker proprietary trading revenue, largely related to significant volatility
in credit markets and a dramatic decline in global market liquidity. The decline in liquidity led to mark-to-market trading losses due to significant widening in the pricing relationship between
assets and CDS as well as lower valuations on financial products due to a widening in the bid/ask spread. As a result of this continuing deterioration, Wholesale Banking has repositioned its
credit trading business to focus on North America. In addition, effective August 1, 2008, Wholesale Banking reclassified certain debt securities into the available-for-sale category. The debt
securities in the available-for-sale category will be managed with the goal of recapturing value over time as the markets stabilize. In addition, the decline in liquidity led to lower mark-to-market
values on loan commitments. Equity trading revenue declined primarily due to a significant decline in global equity prices as well as lower non-taxable transaction revenue compared to last year.
Advisory and underwriting revenues were down, reflecting lower levels of market activity which was impacted by weaker financial valuations, higher funding costs, and a decline in investor demand
for new issues. These decreases were offset by higher foreign exchange and interest rate trading, due primarily to volatility in the currency and interest rate markets which led to an increase in
client activity and additional trading opportunities. Revenue from the equity investment portfolio decreased as gains in our private equity portfolio were largely offset by write downs in our public
equity portfolio due to a significant decline in North American equity markets. Corporate banking revenue increased due primarily to an increase in lending volume. In addition, Wholesale Banking
results benefited from favourable tax items.

Provisions for credit losses were $106 million in 2008, an increase of $58 million from $48 million in 2007. Provisions for credit losses in the Wholesale Banking segment include specific
allowances for loan losses and the accrual costs for credit protection. The change in market value of the credit protection, in excess of the accrual cost, is reported in the Corporate segment. In
2008, the increase in provision for credit losses related largely to two exposures in the private equity portfolio. The accrual cost of credit protection in Wholesale Banking in 2008 was $47 million,
a decrease of $1 million compared with 2007. Wholesale Banking continues to actively manage credit risk and held $2.3 billion in credit protection against the lending portfolio, a decline of $0.3
billion from last year.

Expenses were $1,199 million, compared with $1,261 million in the previous year. The decrease related primarily to lower variable compensation on weaker financial results.

Risk-weighted assets of Wholesale Banking increased by $12 billion to $56 billion this year, primarily related to an increase in market risk driven by an increase in market volatility, and higher
corporate lending exposures.
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TABLE 19 |WHOLESALE BANKING

(millions of Canadian dollars) 2008 2007 2006
Net interest income $ 1,318  $ 875 % 479
Other income (68) 1,619 1,792
Provision for credit losses 106 48 68
Restructuring costs - - 50
Non-interest expenses 1,199 1,261 1,262
Income before provision for income taxes (55) 1,185 891
Provision for income taxes (120) 361 262
Net income - reported 65 824 629
Items of note, net of income taxes® - - 35
Net income - adjusted $ 65 $ 824 % 664

Selected volumes and ratios

Risk-weighted assets (billions of Canadian dollars) $ 56 $ 4 3% 34

Return on invested capital 1.8% 30.1% 27.9%
Efficiency ratio - reported 95.9% 51.0% 57.8%
Efficiency ratio - adjusted 95.9% 51.0% 55.6%

1 Items of note, net of income taxes include the following: 2006 - $35 million related to restructuring charge.

KEY PRODUCT GROUPS

Investment Banking and Capital Markets

. Investment banking and capital markets revenue, which includes advisory, underwriting, trading, facilitation and execution services, decreased 69% from $1,793 million in 2007 to $553
million in 2008. The decrease was due primarily to weaker credit trading revenue. Equity trading, and advisory and underwriting revenues were also lower. These revenue declines were
partially offset by strong foreign exchange and interest rate trading.

Equity Investments
. The equity investment portfolio, composed of public and private equity investments, reported lower results in 2008 as revenue decreased from $364 million in 2007 to $327 million. The
decrease was due to lower security gains.

Corporate Banking
. Corporate banking revenue, which includes corporate lending, trade finance and cash management services, increased 10% from $337 million in 2007 to $370 million in 2008. This
increase was largely due to higher lending volumes.

BUSINESS OUTLOOK AND FOCUS FOR 2009

Overall, we expect the operating environment for Wholesale Banking to remain challenging in 2009. The slowdown in global financial markets and reduced market liquidity,
which impacted the Wholesale Banking business in 2008, is expected to continue into 2009. A sustained downturn in the operating environment may further impact Wholesale
Banking revenues and may also increase the potential for higher provisions for credit losses. Key priorities for 2009:

. Solidify position as a top 3 dealer franchise in Canada.

. Seek proprietary trading opportunities in scalable and liquid markets which are aligned with franchise business.
. Position business to achieve a rate of return on invested capital of 15% to 20% over the medium term.

. Continue to invest in risk and control functions.

. Enhance the efficiency ratio through improved cost control.

. Reposition credit trading business to focus on North American credit trading.
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BUSINESS SEGMENT ANALYSIS
Corporate

The Corporate segment includes effects of asset securitization programs, treasury management, general provisions for credit losses, the elimination of taxable equivalent
adjustments, corporate level tax benefits and residual unallocated revenue and expenses.

Corporate segment reported a net loss of $147 million in 2008, compared with a reported net loss of $162 million in 2007. On an adjusted basis, the net loss was $251 million for the year,
compared with a net loss of $9 million last year. The year-over-year change in the adjusted net loss was primarily driven by higher unallocated corporate expenses, securitization losses, the
impact of retail hedging activity and increased costs related to corporate financing activity.

The difference between reported and adjusted net loss for the Corporate segment was impacted by items of note, as outlined below. These items are described more fully on page 29.

|_TABLE 20 [CORPORATE

(millions of Canadian dollars) 2008 2007 2006
Net (loss) income - reported $ (147) 3 (162) $ 1,182
Items of note affecting net income, net of income taxes:
Amortization of intangibles 404 353 316
Reversal of Enron litigation reserve (323) - -
Change in fair value of derivatives hedging the reclassified available-for-sale debt securities portfolio (118) - -
Gain relating to restructuring of Visa - (135) -
Dilution gain on Ameritrade transaction, net of costs - - (1,665)
Dilution loss on the acquisition of Hudson by TD Banknorth - - 72
TD Banknorth restructuring, privatization and merger-related charges - 4 -
Change in fair value of credit default swaps hedging the corporate loan book, net of provision for credit losses (107) (30) @)
Other tax items - restatement of future tax assets 20 - 24
Initial set up of specific allowance for credit card and overdraft loans - - 18
General allowance release - (39) (39)
Provision for insurance claims 20 - -
Total items of note (104) 153 (1,281)
Net loss - adjusted $ (251) 3 9 3 (99)
Decomposition of material ltems included in net (loss) - adjusted
Interest on income tax refunds $ 23 % 1 % 18
Securitization gain (loss) (28) 5] 4)
Unallocated Corporate expenses (268) (189) (234)
Other 22 164 121
Net loss - adjusted $ (251) $ 9 $ (99)

CORPORATE MANAGEMENT

The corporate management function of the Bank comprises audit, compliance, corporate and public affairs, economics, technology solutions (information technology), finance, treasury and
balance sheet management, human resources, legal, marketing, office of the ombudsman, corporate real estate, risk management, security, strategic sourcing, implementation management and
corporate development.

Banking is an increasingly complex and challenging business. The demands and expectations of our stakeholders - customers, shareholders, employees, regulators, governments and the
community at large - are constantly changing and ensuring that the Bank stays abreast of emerging trends and developments is vital to maintaining stakeholders’ confidence in the Bank.

Those who serve our global customers most directly in our four key businesses need strong and effective support from a wide range of functional groups, so that they can remain focused on the
key priority of exceeding customer expectations. Corporate management’'s mandate is to provide centralized advice and counsel and to design, establish and implement processes, systems and
technologies to ensure that the Bank's key businesses operate efficiently, reliably and in compliance with all applicable regulations. To accomplish this, corporate management strives to have
the best people, processes and tools to support our businesses, customers, employees and shareholders.
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2007 FINANCIAL RESULTS OVERVIEW

Summary of 2007 Performance

2007 SIGNIFICANT EVENTS

TD Banknorth going-private transaction

On April 20, 2007, the Bank completed its privatization of TD Banknorth. Under this transaction, the Bank acquired all of the outstanding common shares of TD Banknorth that it did not already
own for US$32.33 per TD Banknorth share for a total cash consideration of $3.7 billion (US$3.3 billion). The acquisition was accounted for by the purchase method. On closing, TD Banknorth
became a wholly-owned subsidiary of the Bank and TD Banknorth’s shares were delisted from the New York Stock Exchange.

Acquisition of Interchange Financial Services Corporation

TD Banknorth completed its acquisition of Interchange on January 1, 2007 for a total cash consideration of $545 million (US$468.1 million), financed primarily through TD Banknorth's sale of 13
million of its common shares to the Bank for $472 million (US$405 million). As a result, $1.9 billion of assets and $1.4 billion of liabilities were included in the Bank’s Consolidated Balance Sheet
at the date of acquisition.

Restructuring of Visa Inc.

As part of the global restructuring of Visa USA Inc., Visa Canada Association and Visa International Service Association, which closed on October 3, 2007, the Bank received shares of the new
global entity (Visa Inc.) in exchange for the Bank’s membership interest in Visa Canada Association. The Bank recorded an estimated gain of $163 million in Other Income - Other, based on
results of an independent valuation of shares.

TABLE 21 |REVIEW OF 2007 FINANCIAL PERFORMANCE

(millions of Canadian dollars) Canadian u.s.
Personal and Personal and
Commercial Wealth Commercial Wholesale

Banking Management Banking Banking Corporate Total
Net interest income (loss) $ 5401 $ 318 % 1365 $ 875 $ (1,035) $ 6,924
Other income 2,848 1,995 583 1,619 312 7,357
Total revenue 8,249 2,313 1,948 2,494 (723) 14,281
Provision for (reversal of) credit losses 608 - 120 48 (131) 645
Non-interest expenses 4,256 1,551 1,221 1,261 686 8,975
Income before provision for income taxes 3,385 762 607 1,185 (1,278) 4,661
Provision for (benefit of) income taxes 1,132 261 196 361 (1,097) 853
Non-controlling interests in subsidiaries, net of income taxes - - 91 - 4 95
Equity in net income of associated company, net of income taxes - 261 - - 23 284
Net income (loss) - reported 2,253 762 320 824 (162) 3,997
Items of note, net of income taxes - - 39 - 153 192
Net income (loss) - adjusted $ 2,253  $ 762 $ 359 $ 824 % 9 $ 4,189

Net interest income was $6,924 million in 2007, a year-over-year increase of $553 million or 9%. Canadian Personal and Commercial Banking net interest income increased $522 million, largely
on higher product volumes. U.S. Personal and Commercial Banking segment also increased due mainly to the full year impact of the Hudson and Interchange acquisitions. The increase in
Wholesale Banking was due largely to higher trading-related net interest income.

Other income was $7,357 million, an increase of $536 million, or 8%, from 2006. Canadian Personal and Commercial Banking other income increased $275 million, or 11%, from the prior year,
primarily attributable to higher service and credit fees, insurance revenue and non-trading foreign exchange revenue. Wealth Management other income increased due to higher assets under
administration, an increase in trades per day and higher mutual fund assets under management. U.S. Personal and Commercial Banking other income increased by 19%, largely due to the full
year impact of the Hudson and Interchange acquisitions and fee initiatives. Wholesale Banking other income declined from 2006 as higher syndication revenue, merger and acquisition fees, and
equity and debt underwriting were more than offset by a decline in trading income. Other income also increased due to a gain of $163 million related to the restructuring of Visa and a net security
loss of $52 million in 2006 related to the balance sheet restructuring of the U.S. Personal and Commercial Banking segment.

Non-interest expenses for 2007 were $8,975 million, compared with $8,815 million in 2006, up $160 million. The increase in expenses was driven by growth in most business segments.
Canadian Personal and Commercial Banking segment expenses increased by $170 million, largely due to higher personnel and benefit costs, primarily due to branch openings and higher
employee compensation costs. U.S. Personal and Commercial Banking expenses increased by 12%, primarily due to the full year impact of Hudson and the Interchange acquisition in 2007.
Wealth Management expenses declined by $24 million, largely due to the full year impact of the sale of TD Waterhouse U.S.A. to Ameritrade. The decrease in expenses in the Wholesale
Banking business was mainly due to lower expenses related to the exit of certain structured product businesses.

Income tax expense, on a reported basis, was down $21 million, or 2%, from 2006. Current income tax expense, on an adjusted basis, was down $107 million, or 10%, from 2006. The Bank's
effective income tax rate, on a reported basis, was 18.3% for 2007, compared with 15.8% in 2006. The increase was largely due to the net dilution gain on Ameritrade transaction in 2006, which
had limited associated tax expense. Partially offsetting this item was a higher impact on the tax rate from non-taxable income received and international operations as compared with 2006. On an
adjusted basis, the effective income tax rate was 20.1% for 2007, compared with 24.4% in 2006.

BALANCE SHEET

Total assets were $422 billion as at October 31, 2007, $29 billion, or 7%, higher than October 31, 2006 largely due to a $15 billion increase in loans (net of allowance for credit losses). Securities
decreased $1.4 billion influenced by market movements, trading strategies and the impact of the strengthening Canadian dollar during the year. Securities purchased under resale agreements
declined $3.3 billion, down 11% from 20086, reflecting reduced balances in Wholesale Banking. Other assets were up $13 billion, primarily attributable to a $10 billion increase in the market value
of trading derivatives in Wholesale Banking. Total average interest-earning assets were $336 billion, compared with $315 billion in 2006. Total liabilities increased $27 billion driven by a $15 billion
or 6%, increase in deposits, a $12 billion increase in other liabilities, and an increase in subordinated notes and debentures of $3 billion. In addition, at October 31, 2007, total shareholders’
equity increased $1.8 billion to $21 billion, up 9% from 2006.
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2007 FINANCIAL RESULTS OVERVIEW

2007 Financial Performance by Business Line

Canadian Personal and Commercial Banking reported record earnings in 2007. Net income of $2,253 million in 2007 increased by $287 million, or 15%, from 2006. Return on invested capital
increased from 25.2% in 2006 to 27.1% in 2007 as earnings growth exceeded the approximate 7% growth in average invested capital.

Revenue grew by $797 million, or 11%, from 2006, mainly due to account growth and fee initiatives, along with higher insurance revenue and net interest income. The main contributor to
organic revenue growth was strong broad-based volume growth particularly in real estate secured lending. Higher transaction-based fees, higher insurance revenue, overall deposit and credit card
account growth, and competitive repricing initiatives also contributed significantly to revenue growth.

As compared with 2006, real estate secured lending average volume (including securitizations) grew by $13 billion, or 11%, credit card lending volume grew by $1 billion, or 21%, and personal
deposit volume grew $5 billion or 5%. Business deposits grew by $3 billion, or 9%, and originated gross insurance premiums grew by $169 million or 7%. Personal loans grew by $1 billion, or
6%, and business loans and acceptances grew by $2 billion or 9%.

Margin on average earning assets was 3.05%, compared to 3.04% in 2006. Margins were moderated somewhat by the volatility in the credit markets that began in August 2007, notably the
margins on prime-based lending products and escalating competition for deposit accounts.

Provision for credit losses (PCL) increased by $195 million, or 47%, compared with 2006. Personal PCL of $582 million was $190 million higher than 2006, mainly due to robust credit card
volume growth, higher loss rates on credit cards and the full-year effect of the Bank’s acquisition of VFC Inc. (VFC) in 2005. Commercial and small business PCL was $26 million in 2007, up $5
million from 2006, mainly due to lower business loan loss recoveries and reversals. PCL as a percentage of overall lending volume was 0.34%, increasing 9 bps from 2006.

Expenses increased by $170 million, or 4%, compared with 2006. Higher employee compensation expense, investments in new branches, preparation for longer branch hours starting
November 1, 2007 and the full-year impact of VFC contributed to the increase in expenses. Average staffing levels increased by 974 full-time equivalent staff (FTEs) from 2006, mainly as a result
of the new branch openings and an expanded sales force. The efficiency ratio for 2007 was 51.6%, a 320 bps improvement over 2006.

Wealth Management net income for 2007 was $762 million, compared with $590 million in 2006, an increase of 29%, which came from the higher contribution of TD Ameritrade and growth
across the Wealth Management businesses. The return on invested capital for the year was 20.0%, compared with 19.5% in 2006.

Revenue increased by $53 million from 2006 to $2,313 million, mainly due to the stronger results in the Canadian Wealth businesses, partially offset by the impact of the sale of TD Waterhouse
U.S.A. to Ameritrade. Revenue in the Canadian Wealth businesses grew by $304 million or 15% driven by higher transaction volumes in discount brokerage, higher net interest and fee-based
income, strong mutual fund sales and strong growth in client assets. Commissions in the discount brokerage business were negatively impacted in 2007 by a decline in commission per trade as
a result of price reductions in the active trader and affluent household segments, though this was substantially offset by increased trade volumes. Revenue was also positively impacted by a new
fixed administration fee in TD Asset Management for certain funds. Effective January 1, 2007, TDAM began absorbing the operating expenses of certain funds in return for a fixed administration
fee. Previously, the operating costs were borne by the individual funds. This had the impact of increasing both revenue and expenses in 2007.

Non-interest expenses were $1,551 million in 2007, a decrease of $24 million from 2006, primarily due to the impact of the sale of TD Waterhouse U.S.A. to Ameritrade. This reduction was
partially offset by higher volume-related payments to sellers of the Bank’s mutual funds, higher sales force compensation in Advice-based businesses and TDAM absorbing operating expenses.
The efficiency ratio improved by approximately 260 bps to 67% over 2006.

TD Ameritrade’s contribution to Wealth Management'’s earnings was $261 million, compared with $180 million in 2006 composed of the combined earnings of the Bank’s investment in TD
Ameritrade for eight months and TD Waterhouse U.S.A.’s net income for three months. For its fiscal year ended September 30, 2007, TD Ameritrade delivered record net income of US$646
million as it generated 554,000 new accounts, representing an increase of 30% over 2006 and resulting in a 21% increase in revenue with asset-based revenue increasing by 30%. TD Ameritrade
also successfully completed the conversion of TD Waterhouse U.S.A. clients to one clearing platform, thereby enabling the realization of the synergies and related expense savings of the
combined entities.

Assets under management of $160 billion at October 31, 2007 increased $9 billion, or 6%, from October 31, 2006 due to market appreciation and the addition of net new client assets. The
impact of market growth on assets under management was approximately 4%. Assets under administration totaled $185 billion at the end of the year, increasing $24 billion, or 15%, from
October 31, 2006, mainly due to the addition of new assets in all businesses combined with market appreciation.

U.S. Personal and Commercial Banking’s reported net income and adjusted net income was $320 million and $359 million, respectively, for 2007 compared with $236 million and $255 million,
respectively, in 2006. Adjusted net income in 2007 excluded a $39 million after-tax charge, being the Bank’s share of TD Banknorth's restructuring, privatization and merger-related charges.
Adjusted net income in 2006 excluded the Bank’s $19 million share of a $52 million loss before tax ($34 million after tax) on the sale of $3 billion of investment securities as part of a balance
sheet restructuring. The $104 million increase in adjusted net income related primarily to an increased ownership in TD Banknorth from the privatization transaction that was completed in April
2007, when the Bank acquired 100% ownership interest in TD Banknorth (the average ownership percentage increased from 56% in 2006 to 72% in 2007), as well as the full year effect of TD
Banknorth’s acquisition of Hudson in January 2006, and acquisition of Interchange in January 2007. In addition, in 2007 the segment included the banking operations of TD Bank USA which
provides banking services to customers of TD Ameritrade. Prior period results were not restated to include the results from TD Bank USA as they were not significant. The annualized return on
invested capital was 4.6%.

Revenue was $1,948 million, an increase of $168 million, or 9%, from 2006. The increase was due primarily to acquisitions of Interchange and Hudson, offset in part by margin compression and
a stronger Canadian dollar. Margin on average earning assets decreased from 3.97% in 2006 to 3.93% in 2007, due primarily to competition for loans and deposits, a flat-yield curve and low-cost
deposits comprising a smaller share of total deposits.

PCL was $120 million in 2007 compared with $40 million in 2006. Although asset quality remains solid, impaired loans and loan write-offs increased during 2007, due largely to a weakening in
the U.S. residential real estate markets.

Expenses were $1,221 million, an increase of $134 million over 2006, due primarily to the added expenses of running the two acquired banks and $78 million of restructuring, privatization, and
merger-related charges. The efficiency ratio for 2007 was 62.7%, compared with 61.1% in 2006. The worsened efficiency ratio was primarily due to margin compression and higher restructuring,
privatization and merger-related costs. The FTE staffing level was 7,985 at the end of 2007 compared with 8,835 at the end of 2006. Efficiency initiatives enabled us to reduce FTE while
maintaining service levels.
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Wholesale Banking reported net income was $824 million in 2007, an increase of $195 million from $629 million in 2006. Adjusted net income was $824 million in 2007, an increase of $160
million from $664 million in 2006. The return on invested capital for 2007 was 30%, compared with 28% in the previous year. Adjusted net income in 2006 excluded a $50 million restructuring
charge. There were no items of note (adjustments) in 2007.

Wholesale Banking revenue is derived primarily from capital markets, investing and corporate banking activities. Revenue for 2007 was $2,494 million, compared with $2,271 million in 2006.
Capital markets revenue was higher than 2006 on stronger non-taxable transaction revenue in equity trading and higher syndication, merger and acquisitions, and underwriting revenue. These
increases were offset by lower credit trading revenue, primarily due to volatility in the credit markets and a breakdown in traditional pricing relationships between corporate bonds and CDS in the
latter part of 2007. Revenue from the equity investment portfolio decreased moderately due to lower security gains. Corporate banking revenue increased due primarily to an increase in loans and
commitments related mainly to mergers and acquisitions activity.

PCL were $48 million in 2007, a decrease of $20 million from $68 million in 2006. PCL in the Wholesale Banking segment comprise allowances for loan losses and the accrual costs for credit
protection. The change in market value of the credit protection, in excess of the accrual cost, is reported in the Corporate segment. The accrual cost of credit protection in Wholesale Banking in
2007 was $48 million, flat compared with 2006.

Wholesale Banking held $2.6 billion in credit protection against the lending portfolio, a decrease of $0.3 billion from the end of 2006. The decrease was due primarily to the strengthening of the
Canadian dollar relative to the U.S. dollar, as most of the protection is denominated in U.S. currency. Wholesale Banking continues to proactively manage its credit risk through active
management of the credit protection portfolio.

Risk-weighted assets of Wholesale Banking increased by $10 billion to $44 billion in 2007, primarily related to an increase in corporate lending exposures related to mergers and acquisitions
activity and conversion of asset-backed commercial paper (ABCP) liquidity lines from “market disruption” to “global style” in response to market liquidity concerns.

Expenses were $1,261 million in 2007, compared with $1,312 million in 2006. The decrease related primarily to $50 million of restructuring costs in 2006 associated with the exit of the global
structured products business.

Corporate segment reported a net loss of $162 million in 2007, driven largely by the amortization of intangibles of $353 million after tax that was partially offset by a gain of $135 million after-tax
relating to the estimated value of the shares the Bank received in Visa Inc. in exchange for its membership interest in Visa Canada Association as part of the global restructuring of Visa, and a
general allowance release of $39 million after tax based on revised loss rate factors, utilizing internal experience in alignment with Basel || methodology. Also impacting results were a TD Bank-
north restructuring and merger-related charge of $4 million after-tax and a gain in excess of accrued costs for the period in CDS hedging the corporate loan book of $30 million after tax.

On an adjusted basis, the 2007 net loss was $9 million compared with a net loss of $99 million in 2006, driven primarily by focused expense management and favourable tax items.

GROUP FINANCIAL CONDITION

Balance Sheet Review

AT A GLANCE OVERVIEW
. Total assets were $563 billion as at October 31, 2008, $141 billion, or 33%, higher than October 31, 2007.

TABLE 22 |SELECTED CONSOLIDATED BALANCE SHEET ITEMS

(millions of Canadian dollars) 2008 2007
Securities $ 144,125 $ 123,036
Securities purchased under reverse repurchase agreements 42,425 27,648
Loans (net of allowance for credit losses) 219,624 175,915
Deposits 375,694 276,393

FACTORS AFFECTING ASSETS AND LIABILITIES
The acquisition of Commerce added $57.1 billion to total assets as at March 31, 2008 as shown on page 48.

Securities increased by $21 billion, or 17%, from 2007 levels due to the acquisition of Commerce, partly offset by lower fair values due to market declines.
Securities purchased under resale agreements increased by $15 billion, or 53%, from 2007.

Loans (net of allowance for credit losses) at October 31, 2008 were $220 billion, up $44 billion, or 25%, from the prior year of which $18 billion related to the Commerce acquisition. Residential
mortgages, increased by $5 billion, or 8%, from 2007, attributable to strong volume growth in Canadian Personal and Commercial Banking. Business and government loans increased $26 billion,
or 60%, largely due to the Commerce acquisition and other growth in the U.S. Personal and Commercial Banking, Canadian Personal and Commercial Banking and Wholesale Banking
segments. Consumer installment and other personal loans increased $12 billion, or 18%, largely due to volume growth in U.S. Personal and Commercial Banking and in Canadian Personal and
Commercial Banking. Also contributing to the increase was higher credit card loans which grew by $2 billion or 30%.

Other assets were up $60 billion, or 76%, year-over-year. This was primarily attributable to a $45 billion increase in the market value of trading derivatives in Wholesale Banking. Additionally,
goodwill and other intangibles increased by $7.6 billion partially due largely to the acquisition of Commerce.

Deposits were $376 billion, up $99 billion, or 36%, from October 31, 2007, of which $47 billion was due to the Commerce acquisition. Personal deposits increased $45 billion due to underlying
business growth in Canadian Personal and Commercial Banking and the Commerce acquisition. Business and government deposits increased $56 billion due to underlying business growth in the
Canadian Personal and Commercial Banking and the Commerce acquisition.
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Other liabilities increased by $28 billion or 24%. The growth was primarily attributable to a $33 billion increase in derivatives due to volatility in currency and interest rate markets, and widening
of credit spreads impacting the mark-to-market balances.

Subordinated notes and debentures were up by $3 billion, compared with 2007, due to the issuance of medium-term notes of $4 billion during the year, partially offset by redemptions and
maturities totalling $1 billion as part of the medium-term note program.

Liability for preferred shares and capital trust securities remained relatively flat from 2007.
Non-controlling interests in subsidiaries increased by $1 billion from 2007 due to the issuance of TD Capital Trust Il Securities - Series 2008.

Shareholders’ equity increased by $10 billion, or 48%, from the prior year, primarily due to growth in retained earnings of $1.9 billion and increased common shares of $6.7 billion due largely to
net share issuance primarily related to the purchase consideration for the Commerce acquisition. In addition, the Bank preferred shares increased by $1.5 billion due to issuance during the year.
The Bank consolidated TD Bank, N.A. and reported the investment in TD Ameritrade using the exchange rate as at September 30, 2008 as the results of these operations are included on a one
month lag basis. If the October 31, 2008 foreign exchange rate had been used, there would have been an increase in the accumulated other comprehensive income of $3.3 billion, with a
corresponding increase in the Bank’s net assets.

U.S. GAAP (see the Reconciliation of Canadian and U.S. Generally Accepted Accounting Principles contained in the Bank’s 2008 Annual Report on Form 40-F filed with the SEC and available
on the Bank’s website at http://www.td.com/investor/index.jsp and at the SEC'’s website (http://www.sec.gov).

Total assets under U.S. GAAP were $568.1 billion as at October 31, 2008, $4.9 billion higher than under Canadian GAAP. The difference was primarily due to accounting for non-cash collateral
under U.S. GAAP, which requires certain non-cash collateral received in securities lending transactions, to be recognized as an asset, and a corresponding liability recorded for the obligation to
return the collateral. Under Canadian GAAP, non-cash collateral received as part of a security lending transaction is not recognized in the Consolidated Balance Sheet. Total liabilities under U.S.
GAAP were $534.5 billion as at October 31, 2008, $4.5 billion higher than under Canadian GAAP. The increase is mainly due to accounting for non-cash collateral received in securities lending
transactions as described above. In addition certain preferred shares and capital trust securities recognized as liabilities under Canadian GAAP were reclassified to equity and non-controlling
interest in subsidiaries respectively under U.S. GAAP.

TABLE 23 |IMPACT OF COMMERCE ON THE BANK'S CONSOLIDATED BALANCE SHEET |

(millions of Canadian dollars) TDBFG consolidated,
excluding the acquisition Commerce
impact of Commerce® acquisition impact2 TDBFG consolidated® TDBFG consolidated
(October 31, 2008) (March 31, 2008) (October 31, 2008) (October 31, 2007)
Assets
Cash and cash equivalents $ 17,538 $ 408 $ 17,946  $ 16,536
Securities 118,971 25,154 144,125 123,036
Loans, net of allowance for credit losses 201,593 18,031 219,624 175,915
Goodwill 8,512 6,330 14,842 7,918
Other intangibles (gross) 1,627 1,514 3,141 2,104
Other 157,884 5,652 163,536 96,615
Total assets $ 506,125 $ 57,089 $ 563,214 $ 422,124
Liabilities
Deposits $ 328,423 $ 47,271 $ 375,694 $ 276,393
Other 136,998 3,408 140,406 112,905
Subordinated notes and debentures, liability for preferred shares,
capital trust securities and non-controlling interests in subsidiaries 15,440 - 15,440 11,422
Total liabilities $ 480,861 $ 50,679 $ 531,540 $ 400,720
Shareholders’ equity
Common shares 7,094 6,147 13,241 6,577
Contributed surplus 87 263 350 119
Preferred shares, retained earnings and accumulated other
comprehensive income 18,083 - 18,083 14,708
Total shareholders’ equity 25,264 6,410 31,674 21,404
Total liabilities and shareholders’ equity $ 506,125 $ 57,089 3 563,214 $ 422,124

1 Amounts include changes in the balance sheet of Commerce subsequent to acquisition.

2 Commerce impact includes the Commerce assets acquired and liabilities assumed as at March 31, 2008 (shown in Note 31 to the 2008 Consolidated Financial Statements) and the purchase consideration for the Commerce
acquisition. The cash portion of the purchase consideration is included in other liabilities.

3 The fiscal periods of Commerce and the Bank are not co-terminus. The results of Commerce from the acquisition date to September 30, 2008 have been consolidated with the Bank's results for the year ended October 31, 2008 on a
one month lag basis. This is in the normal course of the Bank's financial reporting.
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GROUP FINANCIAL CONDITION

Credit Portfolio Quality

AT A GLANCE OVERVIEW

. Loans and acceptances portfolio net of allowances for credit losses was $231 billion, up $45 billion from the prior year.
. Impaired loans after specific allowance were $805 million, up $439 million.

. Provision for credit losses was $1,063 million, compared with $645 million in 2007.

. Total allowances for credit losses increased by $241 million to $1,536 million in 2008.

LOAN PORTFOLIO
Overall in 2008, the Bank’s credit quality remained stable despite weakening economic conditions, due to established business and risk management strategies and a continuing low interest rate
environment. The Bank experienced a modest level of new impaired loan formations during the year, driven largely by increases in the Canadian and U.S. Personal and Commercial Banking
segments. The increase in impaired loans in the Canadian Personal and Commercial Banking segment, was largely due to a change in the definition of gross impaired loans for insured residential
mortgages from 360 to 90 days past the contractual due date. This had an insignificant impact to specific allowances. U.S. Personal and Commercial Banking impaired loans increased primarily
as a result of the acquisition of Commerce.

During 2008, the loans and acceptances portfolio continued to be diversified between retail and business and government. The Bank increased its credit portfolio by $45 billion, or 25%, from the
prior year, largely due to volume growth in the Canadian Personal and Commercial Banking segment and increases in the U.S. Personal and Commercial Banking segment, primarily resulting
from the acquisition of Commerce. Loans authorized and amounts outstanding to Canadian and U.S. small and mid-sized business customers are provided in Table 24 below.

TABLE 24 |LOANS TO SMALL AND MID-SIZED BUSINESS CUSTOMERS
(millions of Canadian dollars)

Loans authorized Amount outstanding
Loan amount 2008 2007 2006 2008 2007 2006
(thousands of Canadian dollars)
0-24 $ 1,191 $ 1,221 $ 1,200 $ 549 $ 601 $ 621
25-49 1,097 1,138 1,075 639 681 665
50 - 99 1,973 1,800 1,722 1,098 996 976
100 - 249 4,623 3,697 3,714 2,870 2,229 2,260
250 - 499 4,760 3,648 3,449 3,034 2,128 2,022
500 - 999 5,614 3,889 3,757 3,284 1,981 1,924
1,000 - 4,999 18,203 11,863 11,285 9,987 5,405 5,226

1

Total $ 37,461 $ 27,256 $ 26,202 $ 21,461 $ 14,021 $ 13,694

1 Personal loans used for business purposes are not included in these totals.

The retail business portfolio continued to be the dominant category for lending activity. During the year, the portfolio, which primarily comprised residential mortgages and consumer installments
and other personal loans, increased by $18 billion, or 14%, and totalled $150 billion at year end.

The total retail portfolio represents 65% of net loans, including acceptances, compared with 71% in 2007 and 72% in 2006. Residential mortgages represented 27% of the portfolio in 2008,
down slightly from 32% experienced in 2007 and 2006. Consumer installment and other personal loans were 38% of total loans in 2008, compared with 40% in 2007 and 2006. The portion of
business and government credit exposure increased to 35% from 29% in 2007, with growth in this segment primarily due to the impact of the Commerce acquisition.

The majority of the credit risk exposure relates to the loan and acceptances portfolio. However, the Bank also engages in activities that also have off-balance sheet credit risk. These include
credit instruments and derivative financial instruments, as explained in Note 29 to the 2008 Consolidated Financial Statements.

TD BANK FINANCIAL GROUP ANNUAL REPORT 2008 Management's Discussion and Analysis 49




1
TABLE 25 |LOANS AND ACCEPTANCES, NET OF SPECIFIC ALLOWANCE BY INDUSTRY SECTOR

(millions of Canadian dollars, except percentage amounts) Percentage of total
2008 2007 2006 2008 2007 2006

Canada
Residential mortgages $ 58206 $ 56034 $ 50,222 25.1% 30.1% 29.5%
Consumer installment and other personal 74,089 65,819 59,506 32.0 35.3 34.9
Total residential and personal 132,295 121,853 109,728 57.1 65.4 64.4
Real estate

Residential 3,477 2,567 2,181 1.5 1.4 iLE

Non-residential 2,902 2,269 1,708 1.3 1.2 1.0
Total real estate 6,379 4,836 3,889 2.8 2.6 2.3
Agriculture 2,350 2,533 2,328 1.0 1.4 1.4
Automotive 2,090 1,062 1,365 0.9 0.6 0.8
Chemical 612 490 435 0.3 0.3 0.3
Financial2 5,064 5,974 3,807 2.2 3.2 2.2
Food, beverage and tobacco 1,995 1,786 1,497 0.9 1.0 0.9
Forestry 438 427 465 0.2 0.2 0.3
Government and public sector entities 1,315 885 562 0.6 0.5 0.3
Health and social services 2,244 1,721 1,716 1.0 0.9 1.0
Industrial construction and trade contractors 1,367 867 906 0.6 0.5 0.5
Media and entertainment 1,023 974 1,583 0.4 0.5 0.9
Metals and mining 1,210 620 973 0.5 0.3 0.6
Pipelines, oil and gas 3,311 3,051 2,657 1.4 1.6 1.6
Power and utilities 1,203 505 360 0.5 0.3 0.2
Retail sector 1,363 1,172 1,102 0.6 0.6 0.6
Sundry manufacturing and wholesale 952 947 807 0.4 0.5 0.5
Telecommunications and cable 692 661 407 0.3 0.4 0.2
Transportation 580 540 552 0.3 0.3 0.3
Other 2,847 2,203 2,119 1.2 1.2 1.2
Total business and government 37,035 31,254 27,530 16.1 16.9 16.1
Total Canada 169,330 153,107 137,258 73.2 82.3 80.5
United States
Residential mortgages 4,773 2,419 3,173 21 1.3 1.9
Consumer installment and other personal 12,778 7,329 8,401 5.5 3.9 5.0
Total residential and personal 17,551 9,748 11,574 7.6 5.2 6.9
Real estate

Residential 15,506 2,308 1,743 6.7 1.2 1.0

Non-residential 3,318 7,071 8,885 1.4 3.8 5.2
Total real estate 18,824 9,379 10,628 8.1 5.0 6.2
Agriculture 318 178 128 0.1 0.1 0.1
Automotive 943 481 380 0.4 0.3 0.2
Chemical 497 281 247 0.2 0.2 0.1
Financial2 2,187 2,759 657 0.9 1.5 0.4
Food, beverage and tobacco 1,380 393 245 0.6 0.2 0.1
Forestry 642 341 444 0.3 0.2 0.3
Government and public sector entities 567 55 22 0.2 - -
Health and social services 1,661 399 338 0.7 0.2 0.2
Industrial construction and trade contractors 906 502 274 0.4 0.3 0.2
Media and entertainment 767 433 531 0.3 0.2 0.3
Metals and mining 602 368 191 0.3 0.2 0.1
Pipelines, oil and gas 1,052 383 363 0.5 0.2 0.2
Power and utilities 483 257 318 0.2 0.1 0.2
Retail sector 1,467 695 341 0.6 0.4 0.2
Sundry manufacturing and wholesale 899 455 458 0.4 0.2 0.3
Telecommunications and cable 1,091 654 282 0.5 0.4 0.2
Transportation 896 444 352 0.4 0.2 0.2
Other 4,234 1,376 3,088 1.8 0.8 1.8
Total business and government 39,416 19,833 19,287 16.9 10.7 11.3
Total United States 56,967 29,581 30,861 245 15.9 18.2
Other International
Consumer installment and other personal 9 9 8 - - -
Total residential and personal 9 9 8 - - -
Real estate - Non-residential 428 19 - 0.2 - -
Automotive - 20 - - - -
Chemical 61 40 - - - -
Financial2 1,250 829 645 0.6 0.4 0.4
Food, beverage and tobacco 305 160 152 0.1 0.1 0.1
Forestry 29 27 4 - - -
Government and public sector entities 8 121 36 - 0.1 -
Health and social services 84 - - - - -
Industrial construction and trade contractors 94 97 - - 0.1 -
Media and entertainment 570 355 210 0.2 0.2 0.1
Metals and mining 1,640 1,158 471 0.7 0.6 0.3
Pipelines, oil and gas 214 137 249 0.1 0.1 0.1
Power and utilities 393 228 239 0.2 0.1 0.1
Retail sector 33 - - - - -
Sundry manufacturing and wholesale 7 31 - - - -
Telecommunications and cable 106 87 111 - - 0.1
Transportation 180 212 139 0.1 0.1 0.1
Other 140 68 42 0.1 - -
Total business and government 5,542 3,589 2,298 23 1.8 13
Total other international 5,551 3,598 2,306 23 1.8 13
Total net of specific allowance 231,848 186,286 170,425 100.0 100.0 100.0
General allowance 1,184 1,092 1,141
Total net of allowance for credit losses $ 230,664 $ 185194 $ 169,284
Percentage change 24.6% 9.4% 7.0%

1 Based on geographic location of unit responsible for recording revenue.
2 The Bank has no direct or derivative exposures to monoline insurance counterparties.
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CONCENTRATION OF CREDIT RISK
On an industry sector basis as shown in Table 25, the largest business and government sector concentrations in Canada are real estate and financial institutions, at 3% and 2% respectively.
Real estate was the leading sector of concentration in the U.S. at 8% of total loans, up from 5% in the previous year.

Geographically, the credit portfolio remains highly concentrated in Canada. In 2008, the percentage of loans held in Canada was 73%, compared with 82% in 2007. The remaining balance is
predominantly in the U.S. Exposure in the United Kingdom, Asia, Australia and New Zealand is limited.

As indicated in Table 26, the largest Canadian exposure is in Ontario, at 56% of total loans in 2008, down from 63% in 2007. Outside of Canada, the largest concentration is in the U.S., which
comprises 25% of total loans, up significantly from 16% in 2007, primarily due to the acquisition of Commerce.

ITLE 26 |LOANS AND ACCEPTANCES NET OF SPECIFIC ALLOWANCE FOR CREDIT LOSSES BY GEOGRAPHYl

(millions of Canadian dollars, except percentage amounts) Percentage of total
2008 2007 2006 2008 2007 2006

Canada

Atlantic provinces $ 2,592 $ 2,365 % 2,107 1.1% 1.3% 1.2%

British Columbia® 13,785 6,049 5,887 5.9 3.2 815

Ontario? 128,563 117,032 105,691 55.5 62.8 62.1

Prairies’ 18,135 15,789 12,826 7.8 8.5 7.5

Québec 6,255 11,872 10,747 2.7 6.4 6.3

Total Canada 169,330 153,107 137,258 73.0 82.2 80.6

United States

Florida 1,425 156 138 0.6 0.1 0.1

Maine 4,004 3,464 4,002 1.7 1.8 2.3

Massachusetts 8,373 7,332 8,568 3.6 3.9 5.0

New Jersey 9,162 2,597 1,750 4.0 1.4 1.0

New York 13,756 5,748 4,785 5] 31 2.8

Pennsylvania 6,945 853 955 3.0 0.5 0.6

Washington D.C. 717 12 2 0.3 - -

Other 12,585 9,419 10,661 55 50 6.3

Total United States 56,967 29,581 30,861 24.6 15.8 18.1

Other International

Europe 2,618 1,584 694 1.1 0.9 0.4

Other 2,933 2,014 1,612 1.3 1.1 0.9

Total other international 5,551 3,598 2,306 2.4 2.0 3!

Total net of specific allowance 231,848 186,286 170,425 100.0% 100.0% 100.0%

General allowance (1,184) (1,092) (1,141)

Total net of allowance for credit losses $ 230,664 $ 185194 $ 169,284

Percentage change over previous year 2008 2007

Canada 10.6 % 11.6%

United States 92.6 4.2)

Other international 54.3 56.0

Total 246 % 9.4%

1 Based on geographic location of unit responsible for recording revenue.
2 The territories are included as follows: Yukon is included in British Columbia; Nunavut is included in Ontario; and Northwest Territories is included in the Prairies region.

IMPAIRED LOANS
A loan is considered impaired when, in management's opinion, it can no longer be reasonably assured that we will be able to collect the full amount of principal and interest when due. See Note 3
to the 2008 Consolidated Financial Statements for further details on impaired loans.

TABLE 27 |CHANGES IN GROSS IMPAIRED LOANS AND ACCEPTANCES

(millions of Canadian dollars) 2008 2007
Balance at beginning of period $ 569 $ 446
Additions 2,404 1,592
Return to performing status, repaid or sold (905) (638)
Write-offs (946) (793)
Foreign exchange and other adjustments B5] (38)
Balance at end of period $ 1,157  $ 569
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TABLE 28 |IMPAIRED LOANS NET OF SPECIFIC ALLOWANCE BY INDUSTRY SECTOR

(millions of Canadian dollars, except percentage amounts)

Percentage of total

2008 2007 2006 2008 2007 2006
Gross Net Net Net
impaired Specific impaired impaired impaired
loans allowance loans loans loans
Canada
Residential mortgages $ 200 $ 13 8 187 $ 16 $ 9 23.2% 4.4% 3.3%
Consumer installment and other
personal 234 103 131 97 73 16.3 26.5 27.0
Total residential and personal 434 116 318 113 82 39.5 30.9 30.3
Real estate
Residential 4 - 4 - - 0.5 - -
Non-residential 3 1 2 1 - 0.3 0.3 -
Total real estate 7 1 6 1 - 0.8 0.3 -
Agriculture 12 4 8 6 11 1.0 1.6 4.1
Automotive 9 3 6 5 18 0.8 1.4 6.7
Financial 6 4 2 2 - 0.3 0.5 -
Food, beverage and tobacco 7 2 5 1 l 0.6 0.3 0.4
Forestry 22 8 14 10 34 1.7 2.7 12.6
Government and public sector entities 2 1 al 1 - 0.1 0.3 -
Health and social services 4 2 2 1 1 0.3 0.3 0.4
Industrial construction and trade
contractors 8 3 5] 13 2 0.6 3.6 0.7
Media and entertainment 10 1 9 1 - 11 0.3 -
Metals and mining 15 2 13 2 2 1.6 0.5 0.7
Pipelines, oil and gas 17 10 7 - - 0.9 - -
Retail sector 9 2 7 2 3 0.9 0.5 11
Sundry manufacturing and wholesale 27 7 20 3 2 2.4 0.8 0.7
Transportation 2 1 l, 1 l 0.1 0.3 0.4
Other 31 12 19 4 3 2.3 1.1 1.1
Total business and government 188 63 125 53 78 15.5 14.5 28.9
Total Canada 622 179 443 166 160 55.0 45.4 59.2
United States
Residential mortgages 65 9 56 24 16 7.0 6.6 5.9
Consumer installment and other
personal 59 17 42 22 15 5.2 6.0 5.6
Total residential and personal 124 26 98 46 31 12.2 12.6 115
Real estate
Residential 125 26 99 70 16 12.3 19.1 59
Non-residential 108 21 87 34 12 10.8 9.3 4.4
Total real estate 233 47 186 104 28 23.1 28.4 10.3
Agriculture 1 - 1 1 1 0.1 0.3 0.4
Automotive 46 31 15 3 al 1.9 0.8 0.4
Chemical 1 - 1 1 1 0.1 0.3 0.4
Financial 43 40 3 11 5 0.4 3.0 1.9
Food, beverage and tobacco 7 1 6 2 3 0.8 0.5 11
Forestry , = , 2 , 0.1 0.5 0.4
Government and public sector entities 1 - 1 - - 0.1 - -
Health and social services 2 - 2 1 2 0.3 0.3 0.7
Industrial construction and trade
contractors 9 3 6 4 - 0.8 11 -
Media and entertainment 14 3 11 1 - 1.3 0.3 -
Metals and mining 4 - 4 2 3 0.5 0.5 11
Power and utilities 6 6 - - - - - -
Retail sector 13 3 10 4 5 12 11 19
Sundry manufacturing and wholesale 5 2 3 4 11 0.4 1.1 4.1
Transportation 1 - 1 2 7 0.1 0.5 25
Other 21 8 13 12 11 1.6 3.3 4.1
Total business and government 408 144 264 154