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Q2 2009 
Strategic Overview 

(Check Against Delivery) 

Ed Clark, President and CEO 
 

• Thanks Tim and good afternoon everyone. 
 
• At the risk of appearing to jump on board the current wave of optimism, we’re 

here today feeling more positive about the world than we have for the past few 
quarters. And we’re feeling quite good about our Q2 results.   

 
• Overall – even in a quarter with fewer days, we saw a solid contribution from 

each of our major businesses.  We had very strong results from Wholesale 
complementing our retail earnings that came in at almost $1 billion on an 
adjusted basis.  We continued to grow our already strong capital base and were 
prudent managers of Risk Weighted Assets – even as we grew our lending to our 
customers and clients. 

 
 
Q2 Segment Results  

 
• Let me make a few comments about each of our major businesses.  

 
• Starting with Wholesale, we continue to be very pleased with the evolution of this 

business. We’ve made major reductions in our Risk Weighted Assets as we’ve 
tightened our focus on franchise operations that support our clients. At the same 
time, we delivered excellent earnings despite losses taken in our public equity 
investment portfolio. We’ve made the strategic decision to exit this portfolio to 
further tighten our focus on our core franchise businesses.   

 
• Those businesses had a robust first half of the year – as we suspect is true for 

most wholesale banks – with our interest rate and foreign exchange trading 
areas leading the way. Current conditions are quite favourable but, as is often the 
case in this business, it’s hard to be precise about the future.  We continue to be 
surprised at the strength we’re seeing in this business.  Our position as a triple A 
counterparty is allowing us to grow in challenging economic circumstances.  

 
• Moving to Canadian retail, we earned $589 million in TD Canada Trust, about the 

same as last quarter – an excellent performance given the short quarter.  We 
saw an increase in PCLs that was offset by good revenue growth reflecting 
continued volume growth in both lending and deposits.  We’ve had some 
success repricing lending volumes and restoring margins. 

 
• There is a reasonable chance that this may be a rare recession where we 

actually grow volumes through the downturn as we continue to fill the gaps left by 
those who have exited the lending market.   
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• What’s happening to us in auto lending gives you an idea about the dynamics at 

work. Previously, this was a market where we were not a significant player.  This 
year, we expect to lend against 200,000 new and used cars.  So we’re growing 
quickly here and gaining market share – an excellent example of the lower risk, 
profitable growth market dislocation produces.   

 
• It’s also another example of how TD and other Canadian banks have stepped up 

their lending efforts to ensure Canadians have access to credit.  You will have 
noticed that TDCT’s lending volumes grew this quarter up over 11% from last 
year – clear evidence we continue to lend. 

 
• Our Wealth business continues to perform well given the environment. While 

we’ve felt the impact of margin pressure as a result of low nominal interest rates, 
we’ve seen spectacular online brokerage volumes globally and continued new 
asset growth. In the US, for example, TD Ameritrade is currently growing net new 
retail assets faster than its largest competitor.   

 
• In U.S. retail, we’re also very pleased with the results.  In the face of continued 

economic stresses and margin pressure, we’re growing deposits and loans.  As 
you’d expect, we’re still quite cautious on the U.S. economic environment – the 
worst we’ve seen in a long time – and so our PCLs have increased as we build 
reserves prudently.  We remain a positive outlier in non-performers.  

 
• On lending, we have a simple approach – Don’t make bad loans in good times, 

but continue to make good loans in bad times. So while we are expecting to have 
increasing loan losses, we’ll continue to be a positive outlier and gain market 
share.  We have the capacity to do this because we didn’t make the kind of bad 
loans others did during the good times. 

 
• In a moment Bharat will take you through how pleased we are with the 

integration so far.  And, we‘re thrilled to have won the J.D. Power award again.  
Winning this honour in the midst of the Commerce integration is an enormous 
achievement. 

 
• There can be no debate – our people deliver the best customer service in North 

America!   
 

• When we acquired Commerce we said it was a strategic fit and a superior value 
creation opportunity through accelerated organic growth.  

 
• Well, I think it’s fair to say at this point that the Commerce deal is delivering on its 

promise – The integration’s going exceptionally well; the teams are coming 
together; and the organic growth machine is powering de novo growth. We’re 
very pleased with the power of our consolidated U.S. retail franchise. 
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Earning Through the Great Recession 

 
• Having said all that, we’re realistic.  We’re going to face a challenging economic 

environment going forward.  We have come through the Liquidity Crisis and the 
Great Financial Panic into what might be the Great Recession. There remains a 
lot of uncertainty around the duration of the downturn and the strength of the 
subsequent recovery. But fears that the economy could spin uncontrollably 
downward or that further catastrophic events could hit the financial sector seem 
to have gone away.  Consumer and investor sentiment appears to have 
stabilised. 

 
• Of course, credit losses lag what’s happening in the real economy. And the 

unemployment rate – a key driver of those losses – has not yet peaked, despite 
the good news on the jobs front in Canada in April.  So going forward it’s 
reasonable to expect that our provisions for credit losses will continue to increase 
in both Canada and the US. 

 
• However, possible credit losses must be looked at in the context of our capital 

strength and ongoing earnings power. That earnings power means we can 
absorb or – as you’ve seen this quarter – earn through those losses. I stress this 
because I still believe that the market often underestimates the value of earnings 
and the value of consistent, high quality earnings. Our retail businesses have an 
underlying earnings stability and ability to grow that is a source of hidden capital 
strength.  

 
• We also had an excellent quarter in terms of capital.  We’ve ended the quarter in 

a strong capital position with a Tier 1 ratio of 10.9%, with about 75% of that in 
Tangible Common Equity. 

 
 
 
Optimistic About Opportunities Ahead 

 
• So, let me step back and offer some overall comments on our earnings 

performance. We’re actually doing better at this point in the cycle than I would 
have thought possible a few quarters ago because our volumes continue to grow 
– for both deposits and loans. And if we can sustain this growth through the 
downturn, that creates a significant tailwind that can offset increasing PCLs.  As I 
mentioned, we’ve also been surprised by the earnings strength of our core 
wholesale franchises. 

 
• The other major headwind we’ve discussed is spread compression, given low 

nominal interest rates. Offsetting that is some success in Canada re-pricing our 
book. But we see continued pressure in the US.  
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• For 2009, we’ve said that we’ll need to work hard to reach the same earnings per 

share that we hit in 2008. I’d say that’s still our base case but we’re a little bit 
ahead of where we thought we would be.  We’re still cautious as we face the 
possibility of further cyclical credit losses but clearly the balance of probabilities 
has shifted toward having a reasonable shot at – at least equaling last year’s 
results. 

 
• I think there is even room for more optimism as you look forward and ask the 

question, “What will TD look like when it exits this recessionary valley?”.  Well, 
the market’s way of answering that question is to evaluate pre-provision 
earnings.  We have tremendous potential upside in our earnings when PCLs 
normalise.  And, importantly – we’re not sitting still.  We’re continuing to grow and 
invest to ensure we emerge from the valley with momentum. 

 
• In fact, we see opportunities in every one of our businesses as we continue to 

grow the top line. At TDCT we’re growing customers, deposits and lending in 
spite of a slowing economy, and that builds in earnings for future years. As I’ve 
said many times, we’re a balance sheet that generates an income statement – so 
growth this year tends to lock in earnings growth for next year. For TD Insurance, 
we’ve gained share every year. In Wealth, our net new client assets and client 
growth have remained strong. TD Securities focus on profitable franchise 
businesses is proving to have even greater profit potential than we thought.  And 
our risk reduction strategy has moved even faster than anticipated.  At TD Bank, 
America’s Most Convenient Bank, we’re very happy with the results from a team 
focused on accelerating our growth by leveraging the power of the TD brand.   

 
 
Conclusion 

 
• What I’ve learned over the past year or so is that the key elements of our 

business philosophy that allowed us to escape many of the severe market issues 
will also be a huge advantage for us as we navigate and eventually exit the 
recession. As some financial institutions are forced to re-engineer their core 
business models, our strategy remains intact: To run a retail-centered and 
customer-focused North American franchise that’s supported by a focus on 
liquidity, conservative risk management and convenience and service for our 
customers and clients.  

 
• With that, let me turn it over to Colleen. 
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Overall Call Closing 
 
• Let me wrap up with the three key points I hope you’ll take away from today’s call: 
 
• First – We’re feeling good about all our businesses – they’re holding up well and 

we see opportunities in every one of them. 
 
• Second – We do expect rising PCLs, but our earnings power and capital strength 

are powerful offsets – we can in fact earn through a recession and gain market 
share. 

 
• And third – Our outlook: We’ll still have to work hard to match last year’s level of 

earnings per share but there are some early signs we have a chance to equal 
those results.  And more importantly, we’re feeling very good about our long-term 
prospects, as we have made and will continue to make investments that will 
return significant rewards to our shareholders as markets recover. 

 
• Thanks for your time. 
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Caution regarding forward-looking statements 

 
 
From time to time, the Bank makes written and oral forward-looking statements, including in this document, in other filings with 
Canadian regulators or the U.S. Securities and Exchange Commission (SEC), and in other communications. In addition, the Bank’s 
senior management may make forward-looking statements orally to analysts, investors, representatives of the media and others. All 
such statements are made pursuant to the “safe harbour” provisions of the U.S. Private Securities Litigation Reform Act of 1995 and 
applicable Canadian securities legislation. Forward-looking statements include, among others, statements regarding the Bank’s 
objectives and targets for 2009 and beyond, and strategies to achieve them, the outlook for the Bank’s business lines, and the 
Bank’s anticipated financial performance. The forward-looking information contained in this document is presented for the purpose 
of assisting our shareholders and analysts in understanding our financial position as at and for the periods ended on the dates 
presented and our strategic priorities and objectives, and may not be appropriate for other purposes. The economic assumptions for 
2009 for the Bank are set out in the Bank’s 2008 Annual Report under the heading “Economic Summary and Outlook” and for each 
of our business segments, under the heading “Business Outlook and Focus for 2009.” Forward-looking statements are typically 
identified by words such as “will”, “should”, “believe”, “expect”, “anticipate”, “intend”, “estimate”, “plan”, “may” and “could”. By their 
very nature, these statements require us to make assumptions and are subject to inherent risks and uncertainties, general and 
specific. Especially in light of the current, unprecedented financial and economic environment, such risks and uncertainties may 
cause actual results to differ materially from the expectations expressed in the forward-looking statements. Some of the factors – 
many of which are beyond our control and the effects of which can be difficult to predict – that could cause such differences include: 
credit, market (including equity and commodity), liquidity, interest rate, operational, reputational, insurance, strategic, foreign 
exchange, regulatory, legal and other risks discussed in the Bank’s 2008 Annual Report and in other regulatory filings made in 
Canada and with the SEC; general business and economic conditions in Canada, the U.S. and other countries in which the Bank 
conducts business, as well as the effect of changes in existing and newly introduced monetary and economic policies in those 
jurisdictions and changes in the foreign exchange rates for the currencies of those jurisdictions; the degree of competition in the 
markets in which the Bank operates, both from established competitors and new entrants; defaults by other financial institutions in 
Canada, the U.S. and other countries; the accuracy and completeness of information the Bank receives on customers and 
counterparties; the development and introduction of new products and services in markets; developing new distribution channels 
and realizing increased revenue from these channels; the Bank’s ability to execute its strategies, including its integration, growth 
and acquisition strategies and those of its subsidiaries, particularly in the U.S.; changes in accounting policies (including future 
accounting changes) and methods the Bank uses to report its financial condition, including uncertainties associated with critical 
accounting assumptions and estimates; changes to our credit ratings; global capital market activity; increased funding costs for 
credit due to market illiquidity and increased competition for funding; the Bank’s ability to attract and retain key executives; reliance 
on third parties to provide components of the Bank’s business infrastructure; the failure of third parties to comply with their 
obligations to the Bank or its affiliates as such obligations relate to the handling of personal information; technological changes; the 
use of new technologies in unprecedented ways to defraud the Bank or its customers and the organized efforts of increasingly 
sophisticated parties who direct their attempts to defraud the Bank or its customers through many channels; legislative and 
regulatory developments; change in tax laws; unexpected judicial or regulatory proceedings; continued negative impact of the U.S. 
securities litigation environment; unexpected changes in consumer spending and saving habits; the adequacy of the Bank’s risk 
management framework, including the risk that the Bank’s risk management models do not take into account all relevant factors; the 
possible impact on the Bank's businesses of international conflicts and terrorism; acts of God, such as earthquakes; the effects of 
disease or illness on local, national or international economies; and the effects of disruptions to public infrastructure, such as 
transportation, communication, power or water supply. A substantial amount of the Bank’s business involves making loans or 
otherwise committing resources to specific companies, industries or countries. Unforeseen events affecting such borrowers, 
industries or countries could have a material adverse effect on the Bank’s businesses, financial results, financial condition or 
liquidity. The preceding list is not exhaustive of all possible risk factors and other factors could also adversely affect the Bank’s 
results. For more information, see the discussion starting on page 64 of the Bank’s 2008 Annual Report. All such factors should be 
considered carefully when making decisions with respect to the Bank, and undue reliance should not be placed on the Bank’s 
forward-looking statements. Any forward-looking information or statements contained in this document represent the views of 
management only as of the date hereof. The Bank does not undertake to update any forward-looking statements, whether written or 
oral, that may be made from time to time by or on its behalf, except as required under applicable securities legislation. 
 


