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D I S C L A I M E R  

THE INFORMATION CONTAINED IN THIS TRANSCRIPT IS A TEXTUAL REPRESENTATION OF THE TORONTO-DOMINION BANK’S (“TD”) 

PRESENTATION AT THE SCOTIABANK FINANCIALS SUMMIT AND WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, 
THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALL. 
IN NO WAY DOES TD ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION 

PROVIDED ON TD’S WEB SITE OR IN THIS TRANSCRIPT. USERS ARE ADVISED TO REVIEW THE WEBCAST (AVAILABLE AT TD.COM/INVESTOR) 

ITSELF AND TD’S REGULATORY FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS. 

 

F O R W A R D - L O O K I N G  I N F O R M A T I O N  
From time to time, the Bank (as defined in this document) makes written and/or oral forward-looking statements, including in this document, in 
other filings with Canadian regulators or the United States (U.S.) Securities and Exchange Commission (SEC), and in other communications. In 
addition, representatives of the Bank may make forward-looking statements orally to analysts, investors, the media, and others. All such 
statements are made pursuant to the “safe harbour” provisions of, and are intended to be forward-looking statements under, applicable Canadian 
and U.S. securities legislation, including the U.S. Private Securities Litigation Reform Act of 1995. Forward-looking statements include, but are 
not limited to, statements made in this document and/or on the conference call, the Management’s Discussion and Analysis (“2024 MD&A”) in the 
Bank’s 2024 Annual Report under the heading “Economic Summary and Outlook”, under the headings “Key Priorities for 2025” and “Operating 
Environment and Outlook” for the Canadian Personal and Commercial Banking, U.S. Retail, Wealth Management and Insurance, and Wholesale 
Banking segments, and under the heading “2024 Accomplishments and Focus for 2025” for the Corporate segment, and in other statements 
regarding the Bank’s objectives and priorities for 2025 and beyond and strategies to achieve them, the regulatory environment in which the Bank 
operates, and the Bank’s anticipated financial performance. 

Forward-looking statements are typically identified by words such as “will”, “would”, “should”, “believe”, “expect”, “anticipate”, “intend”, “estimate”, 
“forecast”, “outlook”, “plan”, “goal”, “target”, “possible”, “potential”, “predict”, “project”, “may”, and “could” and similar expressions or variations 
thereof, or the negative thereof, but these terms are not the exclusive means of identifying such statements. By their very nature, these forward-
looking statements require the Bank to make assumptions and are subject to inherent risks and uncertainties, general and specific. Especially in 
light of the uncertainty related to the physical, financial, economic, political, and regulatory environments, such risks and uncertainties – many of 
which are beyond the Bank’s control and the effects of which can be difficult to predict – may cause actual results to differ materially from the 
expectations expressed in the forward-looking statements. 

Risk factors that could cause, individually or in the aggregate, such differences include: strategic, credit, market (including equity, commodity, 
foreign exchange, interest rate, and credit spreads), operational (including technology, cyber security, process, systems, data, third-party, fraud, 
infrastructure, insider and conduct), model, insurance, liquidity, capital adequacy, compliance and legal, financial crime, reputational, 
environmental and social, and other risks. Examples of such risk factors include general business and economic conditions in the regions in which 
the Bank operates; geopolitical risk (including policy, trade and tax-related risks and the potential impact of any new or elevated tariffs or any 
retaliatory tariffs); inflation, interest rates and recession uncertainty; regulatory oversight and compliance risk; risks associated with the Bank’s 
ability to satisfy the terms of the global resolution of the investigations into the Bank’s U.S. Bank Secrecy Act (BSA)/anti-money laundering (AML) 
program; the impact of the global resolution of the investigations into the Bank’s U.S. BSA/AML program on the Bank’s businesses, operations, 
financial condition, and reputation; the ability of the Bank to execute on long-term strategies, shorter-term key strategic priorities, including the 
successful completion of acquisitions and dispositions and integration of acquisitions, the ability of the Bank to achieve its financial or strategic 
objectives with respect to its investments, business retention plans, and other strategic plans; technology and cyber security risk (including cyber-
attacks, data security breaches or technology failures) on the Bank’s technologies, systems and networks, those of the Bank’s customers 
(including their own devices), and third parties providing services to the Bank; data risk; model risk; fraud activity; insider risk; conduct risk; the 
failure of third parties to comply with their obligations to the Bank or its affiliates, including relating to the care and control of information, and other 
risks arising from the Bank’s use of third-parties; the impact of new and changes to, or application of, current laws, rules and regulations, including 
without limitation consumer protection laws and regulations, tax laws, capital guidelines and liquidity regulatory guidance; increased competition 
from incumbents and new entrants (including Fintechs and big technology competitors); shifts in consumer attitudes and disruptive technology; 
environmental and social risk (including climate-related risk); exposure related to litigation and regulatory matters; ability of the Bank to attract, 
develop, and retain key talent; changes in foreign exchange rates, interest rates, credit spreads and equity prices; downgrade, suspension or 
withdrawal of ratings assigned by any rating agency, the value and market price of the Bank’s common shares and other securities may be 
impacted by market conditions and other factors; the interconnectivity of financial institutions including existing and potential international debt 
crises; increased funding costs and market volatility due to market illiquidity and competition for funding; critical accounting estimates and changes 
to accounting standards, policies, and methods used by the Bank; and the occurrence of natural and unnatural catastrophic events and claims 
resulting from such events. 

The Bank cautions that the preceding list is not exhaustive of all possible risk factors and other factors could also adversely affect the Bank’s 
results. For more detailed information, please refer to the “Risk Factors and Management” section of the 2024 MD&A, as may be updated in 
subsequently filed quarterly reports to shareholders and news releases (as applicable) related to any events or transactions discussed under the 
headings “Significant Events”, “Significant and Subsequent Events” or “Update on U.S. Bank Secrecy Act (BSA)/Anti-Money Laundering (AML) 
Program Remediation and Enterprise AML Program Improvement Activities“ in the relevant MD&A, which applicable releases may be found on 
www.td.com. All such factors, as well as other uncertainties and potential events, and the inherent uncertainty of forward-looking statements, 
should be considered carefully when making decisions with respect to the Bank. The Bank cautions readers not to place undue reliance on the 
Bank’s forward-looking statements. 

Material economic assumptions underlying the forward-looking statements contained in this document and/or on the conference call are set out 
in the 2024 MD&A under the headings “Economic Summary and Outlook” and “Significant Events”, under the headings “Key Priorities for 2025” 
and “Operating Environment and Outlook” for the Canadian Personal and Commercial Banking, U.S. Retail, Wealth Management and Insurance, 
and Wholesale Banking segments, and under the heading “2024 Accomplishments and Focus for 2025” for the Corporate segment, each as may 
be updated in subsequently filed quarterly reports to shareholders and news releases (as applicable). 



 

 

TD Bank Group – Scotiabank Financials Summit Presentation – September 3, 2025 Page 2 of 10 
 

Any forward-looking statements contained in this document and/or on the conference call represent the views of management only as of the date 
hereof and are presented for the purpose of assisting the Bank’s shareholders and analysts in understanding the Bank’s financial position, 
objectives and priorities and anticipated financial performance as at and for the periods ended on the dates presented, and may not be appropriate 
for other purposes. 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. 
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F I R E S I D E  C H A T  

Mike Rizvanovic – Scotia Capital – Analyst  

I'd like to welcome our next guest, Leo Salom, who is the Group Head of TD's U.S. Retail business. Leo, 
welcome. 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Mike, good to see you. 
 

Q U E S T I O N  A N D  A N S W E R  

Mike Rizvanovic – Scotia Capital – Analyst 

Good to see you as well, as always. Thank you for joining us today, and I thought maybe we could start 
with a bit of a macro question. Obviously, there's been a bit of volatility in the economy, both Canada and 
the U.S. – but for the U.S. specifically, how do you sort of see the macroeconomic environment currently? 
And how do you see it evolving? And how does it sort of inform your views on your business? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Yes. I would say the U.S. economy has been incredibly resilient. I think a number of things. The consumer 
has remained very strong – in fact, potentially even pulling in some of the purchases as a result of the tariff 
concerns. We've seen unemployment relatively stable. We've seen a tick or two, but the reality is the market 
is still healthy in that regard. Tariffs, which I think we all feared were going to have a much more significant 
impact – I think those fears haven't played out. And there is a lot of investment dollars that are poised to go 
into certain industries, certainly in technology, biomedical. And so I think in many ways, the U.S. has been 
able to weather this period relatively well. Now there's tremendous uncertainty, Mike. And I guess we're all 
paid as bankers to be prepared. We still have geopolitical risk that we've got to manage, there's still not 
clarity as to how these tariff frameworks are going to translate into true policy. So we continue to be vigilant. 
But I'd say, for the most part, if we do see the rate cut forecasts that are right now built in the futures, I do 
think that the market context for next year in the U.S. is relatively constructive. 

Mike Rizvanovic – Scotia Capital – Analyst 

And obviously, on the credit side, that would be important for investors as well. So the credit outlook 
seemingly stable for now. Does this sort of indicate any pockets of stress in the book? Are you seeing any 
areas of concern? Or is it just sort of steady as she goes? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Well, you would have heard our Chief Risk Officer at the earnings announcement last week talk about the 
fact that we have set aside a performing reserve of $600 million, and that's Canadian, with the expressed 
purpose to try to address stress events that could materialize in vulnerable industries. So we have put that 
in place – a bit of an insurance policy to see how the tariff final negotiations play out. I'd say with regards 
to the U.S. book specifically, we've just come off a very benign, very strong PCL quarter. PCLs were 
US$230 million. That was down US$80 million quarter-on-quarter. A little less than half of that was NCO 
performance. Half of that was lower performing PCLs related to the tariff builds. So I think we feel pretty 
good about some of the core leading indicators. The consumer remains strong. Our credit card book is 
performing well. And even in non-retail and some of the commercial books, we've seen a relatively healthy 
evolution in terms of the book. That said, to your point around staying vigilant, lower income segments of 
the marketplace are seeing some degree of stress. And certainly, in the commercial real estate sector, 
depending on what happens to medium-term rates, I think that will be a very important factor in terms of 
the health in some of those pockets. As you know, we've been reducing the level of commercial real estate 
exposure for the last 4 years. So we feel relatively well positioned for it. And I'd say, overall, between credit 
performance being sound, the provisions that we've built for tariff related items and just the quality of the 
allowance that we have – I think we're pretty well positioned as we go into 2026. 

Mike Rizvanovic – Scotia Capital – Analyst 
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And on the retail side, I'm guessing same thing, stability, like you've got some near-prime lending in the 
auto side, that's still no signs of stress? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

To your point, we don't operate in the subprime business at all. So our deepest reach portfolios would be 
the auto book. 

Mike Rizvanovic – Scotia Capital – Analyst 

Near prime? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Where we have near prime, and typically, that's about 9% of the overall book. So it's a relatively small 
amount of the overall footprint. I'd say the deepest portfolio we have is our co-branded partnership with 
Target, where obviously, we share the PCL exposure there. And that segment has seen some degree of 
pressure, but certainly well within our overall forecast models. 

Mike Rizvanovic – Scotia Capital – Analyst 

Got it. Got it. And then on the AML, obviously, very topical and you did make some commentary on the last 
call that you've reached some milestones. Just sort of high level, curious on where you are in that journey? 
It sounds like you're in the later innings and you've obviously done a lot to sort of fix what was ailing. Any 
color you could add there? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Yes. I know I've had a chance to speak to many of you on this topic, but I'm very pleased with the progress 
we're making on the AML remediation front. I think it starts with having built a great talented AML team of 
executives. We hired Jackie Sanjuas over from Citi. She's our BSA/AML Officer, not only for the U.S. but 
globally. We've assembled a group of 40 titled executives across the different AML domain functions. I think 
these are individuals from leading institutions, both GSIBs as well as leading law enforcement agencies – 
Homeland Security, the FBI, FinCEN, etc. They've brought a tremendous amount of experience, and those 
individuals are now building out our program. We completed a major milestone with the implementation of 
our next-generation transaction monitoring platform. That was a critical deliverable, complex deliverable. 
We've now ported all of our planned scenarios. They're now operating on that new environment. So that's 
a major milestone. Likewise, we implemented our new customer risk rating platform on that new next-
generation technology as well. And we're recalibrating the risk across the book and then acting and applying 
due diligence accordingly. This past quarter, we announced that we implemented two machine learning 
platforms, one to help us detect anomalous behavior on our transaction monitoring environment. And the 
second to look at any sort of adverse media screening alerts and be able to resolve them effectively. And 
so both of those are not only giving us another degree of redundancy, but eventually, will start translating 
into significant efficiency in terms of our transaction monitoring environment as well. So very pleased with 
the progress we're making. We are holding to our guidance. The bulk of our management actions will be 
completed by the end of calendar 2025. There'll still be some important milestones that we'll need to 
address in 2026 and 2027. But we are tracking right where we said we would be. And we're also tracking 
to the investment envelope that we said we would incur. So we will spend US$500 million on our AML 
remediation this year, and we'll spend a comparable amount next year as well. And I think we find ourselves 
in a very good position. But I just want to emphasize as well, the investments we're making here are not 
only intended to build a world-class AML platform, but they're leverageable. The assets we're building as 
part of this AML will be leverageable, whether it's the data infrastructure changes we're making – the 
changes in technology should shore up and should allow us to accelerate and build a more sustainable 
foundation for the bank. 

Mike Rizvanovic – Scotia Capital – Analyst 

It sounds like it's a concurrent strategy where it's not just benefiting the U.S., but it's bank wide at the same 
time. 
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Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Exactly. 

Mike Rizvanovic – Scotia Capital – Analyst 

Not something that happens first in the U.S. and gets rolled out. It's more concurrent? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Mike, at the risk of bringing the entire group way into the weeds, but we're implementing a single client 
master that allows you to more effectively be able to look at one client across the entire institution, across 
the 20-some-odd platforms we have. That piece of technology, which obviously is very useful for AML, is 
highly leverageable for our marketing, our commercialization strategies, our servicing platforms. And so 
we're trying to be as thoughtful about how we spend in order to get as much leverage as we possibly can. 

Mike Rizvanovic – Scotia Capital – Analyst 

Got it. Got it. And then on your business in terms of the balance sheet optimization, that's something that 
you're very focused on. Maybe just remind investors in the room – you sounded very confident that you can 
still grow even with the asset cap. Just remind us on that upside and maybe where you've sort of gotten to 
at this point? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Sure. So likewise, very pleased with the progress on the balance sheet restructuring piece. If I take you 
back to the announcement we made in October, we said we were going to get 10% headroom off the 
US$434 billion cap. I'm pleased to say in the third quarter, we've achieved that threshold. So overall assets 
came in at US$386 billion. It's US$48 billion of headroom. And that when you couple that US$48 billion with 
the non-HQLA balances that we have, which are about US$40 billion, we have US$90 billion of capacity 
against US$180 billion loan book. So to your point, Mike, around do we have the capacity to be able to 
grow – I think we've got the capacity to grow certainly at the historical levels of growth and/or at market 
expected growth rates for many years to come. And that was the first major hurdle, the big check mark that 
we want to achieve. We're still looking at further opportunities to optimize the balance sheet as we try to 
drive towards a more return-on-equity focused performance in the U.S. But for the most part, we're very 
pleased with the progress we've made this far. 

Mike Rizvanovic – Scotia Capital – Analyst 

Okay. And you did mention additional loan reductions. I think the number was US$18 billion? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

That's correct. 

Mike Rizvanovic – Scotia Capital – Analyst 

Maybe talk a little bit about that. Is it selling portfolios or runoff, maybe a bit of both? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

No, I'd say what we have left – there's a small corporate banking portfolio that we'll be shifting over to TD 
Securities just based on our internal segmentation. But if you leave that aside, for the most part, it's just 
organically going through the book and making sure that we are establishing deeper relationships with 
those clients – that they're priced effectively. And if we're not able to do those two things, obviously, we'll 
run off select portfolios. So that runoff will take place through 2026 and beyond. So there'll be a tail exposure 
for 2027 and 2028 as well. We're going to be really focused, though, on core loan growth. So I just want to 
emphasize, we have posted core loan growth in our businesses for the last 3 quarters. And we certainly 
expect that will accelerate as we've now created the capacity, we've created the confidence amongst our 
clients that we will be able to stand by them and continue to grow with them –` and that was a major 
objective when we set out for the balance sheet restructuring exercise. 
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Mike Rizvanovic – Scotia Capital – Analyst 

Okay. And then as you sort of do this optimization further, the margin, obviously, has had a very strong 
uptick for two consecutive quarters, and I don't think anyone was expecting that to continue. But what's the 
sort of longer-term outlook on the margin side as you optimize, as you get to where you need to be? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

So third quarter, we did have a good margin quarter. We came in at 3.19% overall, and that was up 15 
basis points on a quarter-on-quarter basis. I'd say a number of factors just to decompose that a bit. One, 
obviously, the investment bond repositioning activities that are largely complete, Mike – the nearly US$25 
billion of rotation has been a source of tailwind in terms of overall NIM. We have further reduced the excess 
liquidity that we built up back in October of last year. We continue to run that down. And likewise, we're 
seeing tractor on rates influencing deposit margins, and we're seeing some improvement there as well. So 
those three factors largely – maybe a little bit of runoff of lower-yielding loans, all are contributing to a better 
NIM performance. We did guide the fourth quarter to a moderate expansion in NIM yet again. As we go into 
2026, a lot of factors at play. So I wouldn't want to venture in terms of guidance at this point. But depending 
on how rates evolve, depending on overall market conditions, we can see that move around, but I'm still 
relatively constructive on what the NIM evolution will be going into 2026. 

Mike Rizvanovic – Scotia Capital – Analyst  

Got it. Thank you for that. Maybe just on the broader strategy in the U.S., if you could just maybe touch on 
your longer-term ambitions, maybe starting with the wealth management business. Obviously, that's 
something that is a very light touch on capital. 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Sure, Mike. Maybe if I could, because I don't know how familiar everyone is with the U.S. Retail segment. 
If I can just sort of frame the bank for a moment. The bank today is a top 10 institution. We service 10 million 
retail clients, 700,000 commercial and small business clients. We are one of the best capitalized and most 
liquid institutions of any of the top 25 banks in the U.S. We find ourselves in a moment where we are doing 
a tremendous amount of soul-searching and looking at our infrastructure to strengthen that infrastructure. 
But we build off some real significant strengths. First, we have an exceptional deposit franchise. US$234 
billion in overall deposits, 88% of that in non-term, 75% of that in markets where we're either #1, #2 or #3 
from a market share position and at an overall cost of 169 basis points, which gives us a very profitable 
funding base to be able to support the bank's activities. I'd say second, we've got a really strong small 
business franchise. We are the largest SBA lender on the East Coast. We have been the largest SBA 
lender for the last 8 years. So we have a deeply embedded franchise. And that extends into community 
banking as well, where legacy of the three commercial banks that we acquired, we have deep commercial 
banking relationships in the communities in which we operate. To your point, there are some opportunities, 
though, that really allow us to accelerate the growth that we currently enjoy in the U.S. And I'd say two 
areas in particular, and we'll talk about this at some length at Investor Day, are the Wealth Management 
business and the Cards business. Let me just start on the Cards business for a moment. About 3 years 
ago, we were able to hire away Chris Fred from Citi. We brought him over to run our overall bank Cards 
business. We've done a lot of work in that space. We've retooled the product offering. We've enhanced and 
innovated our underwriting capabilities. We've implemented new digital capabilities to support the card 
servicing business. We've migrated multiple cards platforms onto our new target environment. And I really 
do believe we are really in an exceptional position to begin to start pressing our advantage in cards. Our 
first area of focus is going to be making sure that our TD chequing account clients have our credit card in 
their wallet. So being very focused on an 'on us' relationship deepening push in cards, I think will give us 
the capability to double our proprietary bank Card business. And that's something we believe is very 
achievable and we're very focused on making that happen, and that will be a significant contributor in terms 
of overall revenue growth and profitability. I'd say the second area that I'd focus on and you mentioned it is 
Wealth, and that one is a little close to my heart because I did run the Wealth business here in Canada for 
a number of years. And I do think we have just a greenfield opportunity to build a next-generation Wealth 
franchise in the U.S. And what I mean by that is because of the TD Ameritrade relationship and Schwab 
relationship, we've never really built a Wealth franchise per se. We've had some accommodative 
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capabilities, but the shareholder agreement that we had with TD Ameritrade basically said we were the 
bank and they're the investment provider. So without those limitations, we're being really focused on 
building our Wealth capabilities with a strong focus on the mass affluent client. We have the 10 million total 
clients – about 3 million of them fall in the mass affluent segment. And we want to be able to bring retirement 
services and mass affluent investment services to that segment in a very bundled Retail Wealth sort of core 
offering, not too dissimilar to what we've done here in Canada with the build-out of our financial planning 
business, which has been one of the most successful platforms here in the country. So I do think that we've 
got a lot of work to do in that space. It will be a multiyear endeavor. But as we think longer term, it will be a 
source, not only of profitability, incremental profitability, but it will be a source of enhancement in terms of 
return on equity. And it will also allow us to further embed our retail clients with the bank, which I think is 
going to be critical if we're going to truly be that client's advisory partner through their life events. So long-
winded way of saying we have a strong franchise today, but Mike, I think in both those areas that you've 
talked about – Cards and Wealth, I think we've got some great opportunities moving forward. 

Mike Rizvanovic – Scotia Capital – Analyst 

So it sounds like the fee-based revenue in your business should be the stronger growth driver on the top 
line going forward as opposed to NII? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Well, I think both will grow because Cards will certainly contribute to the NII story as will some of the work 
that we're doing in mid-market. But there's no question that we want to prioritize fee-based opportunities. 
And that will be in a number of areas. It will be continuing to grow our core deposit businesses and making 
sure that we're getting the service fee opportunities there. Obviously, the last 3 years prior to this, there 
have been a number of fee rules, overdraft rules, etc, that did bite into fee income. I think the outlook on 
that is going to be more positive going forward. So that will be a source of growth. I think also, we'll see 
growth in our Wealth businesses. That will be fee growth for us. And then in the mid-market space, working 
very closely with TD Cowen, I think that will be an area where we'll be able to bring greater transaction 
banking and other advisory services to bear in tandem with TD Cowen. So I think that will be a source of 
growth as well. 

Mike Rizvanovic – Scotia Capital – Analyst 

Okay. And then on the expense side, I think that was one question mark some investors had on the quarter. 
In terms of the spending outside of the AML initiatives, what would you sort of offer on the expense side? 
Obviously, you have to invest if you're going to fund growth, but how do you sort of counterbalance that 
growth versus expenses versus trying to get to that positive operating leverage as a run rate? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Mike, we said back in October, we said that 2025 was going to be a transition year for us, and that we were 
going to make some very significant investments in our governance and control environment – and that's 
in fact what we're doing. The vast majority of the increase in the quarter was related to some of our risk 
programs, including the AML program. But I just want to spend a moment on two things. We are also 
investing in the franchise as well. And I'll call out two areas. One, we have successfully negotiated an 
agreement with one of our co-branded partners, Nordstrom, where we'll be extending the contract to 2032. 
But as part of that, we are going to become not only their funding partner and their credit card advisory 
partner, but we will be servicing their entire 4.5 million credit card base. And so as a result of that, our 
revenue and P&L shift will change. So a portion of the work we're doing right now is just investing in the 
conversion process. So we do have some elevated conversion costs that we're incurring presently that we'll 
incur over the next 2 quarters. We'll convert that platform at the end of the first quarter and that will generate 
a higher revenue share arrangement for us for the back end of 2026 and beyond. I'd say the other area that 
we're investing quite a bit – and it's sort of a dual area is we're spending very deliberately on our digital 
capabilities. I truly believe you cannot be in the retail banking space without having a world-class digital 
platform. So we're trying to build both servicing as well as sales capabilities commensurate with best-in-
class retailers. And that's a purposeful area of spend for us. The other area that we're spending on is our 
technology modernization. And many of you might have had conversations with me, I really believe 
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simplifying our data and technical architecture is critical to getting our unit cost and run costs down over 
time in a more structural way. And so those areas are garnering investment from us at this point in time. I 
did want to, though, give the group some comfort with regards to the outlook in terms of expenses. We're 
also leaning in on productivity quite deliberately, both in terms of looking at the organization, the structure 
of the organization. We closed 38 stores, so we're optimizing the store network to be able to create 
investment dollars to that digital pivot. We are rationalizing our corporate real estate envelope to bring down 
structural costs. And obviously, as I talked about, the technology and data modernization type programs 
will yield benefit over time as well. So we're still very focused on productivity. The guidance that we provided 
on the call was that we would expect expenses to be relatively similar in the fourth quarter to what they 
were in the third quarter on an absolute basis. And that will moderate the level of growth of expense in 2026 
down to mid-single digit. And the one additional thing I would add is that mid-single-digit number includes 
the higher expenses from the rev share structure, the new rev share structure with Nordstrom. So that gives 
you a sense of we're being very deliberate to try to grow into the level of expense that we have today, and 
we'll continue to be on the front foot in terms of productivity. With the purpose not only of trying to fund 
some of our remediation expenses, but to be able to fund some of the strategic accelerators that we think 
are available to us. 

Mike Rizvanovic – Scotia Capital – Analyst 

Got it. Maybe talk a little bit about the synergies or the link between your business and the wholesale 
business in the U.S. So TD Cowen, obviously, has been ramped up quite a bit. So a lot of investment in 
that business. What's the sort of link? And where are some of the opportunities that you see over the longer 
term? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Yes. Some of you would have certainly heard Tim Wiggan, who runs our TD Securities business, talk about 
TD Cowen as completing TD Securities because it did provide for both U.S. and global, a very strong equity 
research, equity capital markets and advisory capability that completes where our traditional strengths have 
been on the TD Securities side. I'd say what that doesn't tell you though is the complement that exists with 
the commercial bank. TD Cowen has a long – a very long mid-market client roster that they have developed 
for more than a decade. And they have really strong relationships with mid-market sponsors. And I think 
the advantage of merging TD Cowen's client base as well as their sponsor relationships with our balance 
sheet and our transactional banking capabilities, and eventually the ability to upstream them into TD 
Securities for future capital decisions is a unique opportunity we didn't have, Mike, before. So I do think that 
this partnership is really important. What we've done already is we've taken three senior leaders from TD 
Cowen, and we moved them into the commercial bank, running different aspects of the bridge between the 
two businesses. And you're beginning to see a little bit of the results. You would have seen our level of mid-
market balance growth has been improving, and we're clearly outperforming our mid-market peers in that 
space at this point. We're coming off a smaller base, so you'd expect us to be able to do that. But you're 
also seeing an increase in our fee revenues associated with some of our commercial banking activities as 
we vie now more credibly for lead positions as opposed to simply being a participant. And I think that's 
going to be a very disciplined push. I'll just add one additional thing. We were – we brought over Jill Gateman 
from PNC, where she was the Co-Head of Corporate Banking, and Jill is driving that mid-market 
transformation for us, and she's doing a wonderful job. So as we continue to lean in on this, I think the 
partnership is going to be another source of strength for us. 

Mike Rizvanovic – Scotia Capital – Analyst 

Okay. Great. On the AI side, obviously, there's an expense dynamic on efficiency gains over time. There's 
also a revenue dynamic, potential revenue gains as well. Maybe not to ask you to quantify – that might be 
at the Investor Day, it might not be. I'm guessing it probably will. 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Stay tuned. 

Mike Rizvanovic – Scotia Capital – Analyst 
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But any high-level thoughts on AI and how that impacts your business? 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

So at the risk of dramatizing the point, I think this is probably one of the biggest levers that the banking 
industry is going to be able to embrace. I should say, industry, generally speaking, but the banking industry 
certainly. I do think that some of the early steps that TD took with the acquisition of Layer 6, with the build-
out of our model development capabilities on both sides of the border – we just announced the creation of 
the Layer 6 hub in New York City, and we're rapidly building out the teams there. We're not stopping at just 
model development. We're trying to build an organization that can pull through AI development activities 
right through to implementation. And that's going to be the key. Building the model is actually the easier 
part. It's then weaving it seamlessly into your operating processes which is more challenging, and that's 
deliberately what we're trying to do. I can probably rattle off many use cases, but there's probably 3 or 4 
areas where we're trying to be really deliberate around getting after the opportunity. Probably the simplest 
one is knowledge management. So wherever there is complex information that needs to be provided via 
an agent, via a relationship manager, etc, building the tooling so that that individual can simply query the 
policies and the procedures across the bank and be able to provide clients with value on the spot. That's a 
huge source of productivity, makes the front end much more knowledgeable, allows you to be able to 
shorten the learning curves of new hires as you bring them on board. So that's a big area of focus for us – 
call centers, the branches, relationship managers. We're trying to retool these sort of knowledge 
management models for those various teams. I think the area that excites me more is more around the 
operational automation type applications. Wherever we have highly manual, repetitive analytical activities 
where today, you have a human being trying to decipher that – those really lend themselves to a big labor 
arbitrage opportunity. And so we're trying to prioritize those. Those have the biggest short-term expense 
reduction value. So think of our fraud areas, even AML, our operational teams – rethinking the workflow 
there and figuring out how we can inject greater AI to be able to do more of the heavy lifting is going to be 
a big area of focus. And I'd say the last one, ironically is we're doing a lot of retooling on our tech 
modernization front. Arming our developers with the toolkit so that they can code in a much more automated 
fashion is critically important. And we have deployed AI solutioning to allow that acceleration of code. And 
it's important we're seeing somewhere between a 30% to 35% lift in productivity amongst our technology 
core as a result of embedding that into their worktop. So I think in many ways, I've given you three examples, 
but the reality is I really think institutions that are able to embrace not only the model development 
component piece, but really the reengineering of processes through AI – that will be a big source of 
investment for us. And I think since we have the hood open in many ways with regards to some of the work 
that we're doing on governance and control, we're trying to make sure that we're leveraging some of this 
next-generation technology to be able to extract greater productivity. 

Mike Rizvanovic – Scotia Capital – Analyst 

Okay. Thank you for that thoughtful response. We've got about a minute left. Maybe I'll just turn it over to 
you, Leo, if you had any final key messages that you want investors to take away with from this discussion. 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Well, Mike, thanks again for the invitation. It's great to be here with all of you. I'd say if I leave you with one 
message it's that we have done what we said we would do a year ago. I know a year ago, I had very candid 
discussions with many of you with regards to what we were going to have to do in the U.S. And I'd say 
whether it's the work on the AML remediation front or whether it's the U.S. balance sheet restructuring work 
or the investment bond repositioning activity or ensuring that we could maintain core momentum outside of 
the balance sheet restructuring pieces. I think we can point to all of those and say that we've been able to 
make real substantial progress against that. But I'd also point to the earnings improvement that we've seen 
in the institution. We've had 3 quarters of sequential earnings growth. You're beginning to see a bit more 
of a normalized earnings profile based on what we've been able to generate recently. And we've done that 
while increasing our return on equity. Return on equity was at 8.9% in the quarter. We still have more work 
to do on that front, but that was up 60 basis points quarter-on-quarter, and it was up 140 basis points from 
early in the year. As we look forward, we will be providing on Investor Day, guidance with regards to 
earnings outlook as well as guidance with regards to our return on equity hurdles. I think it's important, 
given where we are in terms of the evolution of the U.S. business that we provide our investors greater 
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clarity on that front. But if I leave you with something, and you'd expect me to say this, but I'm incredibly 
optimistic about our franchise in the U.S. I think in two decades, we've built a top 10 bank in the U.S. We 
are still a very young franchise. This moment that we're living is letting us build an incredibly powerful 
infrastructure that will serve us very well not only to solve a specific AML program, but to build the platform 
to be a more formidable competitor in the U.S. marketplace. And that's exactly what we're going to try to 
do. And in the quarters to come, certainly on Investor Day, in the quarters to come, we'll continue to provide 
you with an update in terms of how we're evolving against that overall mission. But I do thank you for all 
the investors that have been supporting the stock as you have recently. Greatly appreciated, and we'll 
continue to get at the work we have to do. So thank you. 

Mike Rizvanovic – Scotia Capital – Analyst 

Awesome. Thank you very much, Leo, for the insights. Thank you for joining us today. Much appreciated. 

Leo Salom – TD Bank Group – President and CEO, TD Bank America's Most Convenient Bank 

Thanks, Mike. Appreciate it. 

Mike Rizvanovic – Scotia Capital – Analyst 

Thanks very much. 

 


