
 

TD Bank Group – Scotiabank Financials Summit Presentation – September 6, 2023 Page 1 of 11 
 

T D  B A N K  G R O U P  

S C O T I A B A N K  F I N A N C I A L S  S U M M I T  

S E P T E M B E R  6 ,  2 0 2 3  

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, the Management’s Discussion and Analysis (“2022 MD&A”) in the Bank’s 2022 Annual Report under the 
heading “Economic Summary and Outlook”, under the headings “Key Priorities for 2023” 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 “2022 Accomplishments and Focus for 2023” for the Corporate segment, and in other statements regarding the Bank’s objectives and 
priorities for 2023 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”, “plan”, “goal”, “target”, “may”, and “could”. 

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, and infrastructure), model, insurance, liquidity, capital adequacy, legal, regulatory compliance 
and conduct, 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; inflation, rising rates and recession; the economic, financial, and other 
impacts of pandemics, including the COVID-19 pandemic; the ability of the Bank to execute on long-term strategies and shorter-term key strategic 
priorities, including the successful completion and integration of acquisitions and dispositions, business retention plans, and strategic plans; 
technology and cyber security risk (including cyber-attacks, data security breaches or technology failures) on the Bank’s information technology, 
internet, network access or other voice or data communications systems or services; model risk; fraud activity; 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-party service providers; the impact of new and changes to, or application of, current laws and regulations, including without limitation 
tax laws, capital guidelines and liquidity regulatory guidance; regulatory oversight and compliance risk; increased competition from incumbents 
and new entrants (including Fintechs and big technology competitors); shifts in consumer attitudes and disruptive technology; exposure related 
to significant litigation and regulatory matters; ability of the Bank to attract, develop, and retain key talent; changes to the Bank’s credit ratings; 
changes in foreign exchange rates, interest rates, credit spreads and equity prices; increased funding costs and market volatility due to market 
illiquidity and competition for funding; Interbank Offered Rate (IBOR) transition risk; critical accounting estimates and changes to accounting 
standards, policies, and methods used by the Bank; existing and potential international debt crises; environmental and social risk (including 
climate change); 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 2022 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 heading “Significant 
Acquisitions”, “Significant and Subsequent Events, and Pending Acquisitions”, “Significant and Subsequent Events” or “Significant Events” 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 are set out in the 2022 MD&A under the 
heading “Economic Summary and Outlook”, under the headings “Key Priorities for 2023” 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 “2022 Accomplishments and Focus for 2023” for the Corporate segment, each as may be updated in subsequently filed quarterly reports 
to shareholders. 

Any forward-looking statements contained in this document 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.  



 

TD Bank Group – Scotiabank Financials Summit Presentation – September 6, 2023 Page 2 of 11 
 

P A R T I C I P A N T S  

Bharat Masrani  
TD Bank Group – Group President and CEO 

Meny Grauman 
Scotia Capital – Analyst 



 

TD Bank Group – Scotiabank Financials Summit Presentation – September 6, 2023 Page 3 of 11 
 

F I R E S I D E  C H A T  

Meny Grauman – Scotia Capital – Analyst  

Okay. So, we are back for the second group of companies. It's my pleasure now to introduce TD Bank 
Group's President and CEO, Bharat Masrani. Good to see you, Bharat. 

Bharat Masrani – TD – Group President and CEO  

Good to see you. 

Meny Grauman – Scotia Capital – Analyst 

Have a seat. There's some water here. 

Bharat Masrani – TD – Group President and CEO  

Thank you. 

Meny Grauman – Scotia Capital – Analyst 

Thanks so much for being here. I hope you had a good summer. 

Bharat Masrani – TD – Group President and CEO  

Yes. It's over, unfortunately. But yes, I did. 

Meny Grauman – Scotia Capital – Analyst 

The weather is lingering so that's… 

Bharat Masrani – TD – Group President and CEO  

It is a very good thing. 

 

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

Meny Grauman – Scotia Capital – Analyst 

Before we get into things, I want to follow up on one specific issue. TD recently disclosed that it's the subject 
of a DOJ investigation into its AML practices. And I just want to know if there's any update you can share 
on that specific topic. 
 

Bharat Masrani – TD – Group President and CEO  

Nothing to update. The statement was put out, so no change there. Only thing I'd emphasize is that I'm 
confident, in time, we will enhance the program as required. 

 

Meny Grauman – Scotia Capital – Analyst 

Understood. I want to focus on the U.S. first. And if we go back to the Q2 earnings call, you highlighted 
some ambitious growth plans for the U.S., and I was hoping we could revisit that, especially in the context 

of — a lot has gone on in the U.S. over the last few months, the U.S. banking crisis in particular. It's a 
challenging operating environment for U.S. banks. So maybe to kick things off first, in the wake of the U.S. 
banking crisis, does that change how you're looking at the U.S. market? And in fact, does it create any 
opportunities for TD in the U.S? 
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Bharat Masrani – TD – Group President and CEO  

Well, first, to start off and we've talked about this Meny, many times before, we have a fantastic franchise. 
We just surpassed serving 10 million customers in our U.S. franchise from Maine to Florida. We've got 

27,000 talented bankers there. We are in some of the best markets in the United States — Metro New York, 
Metro Philadelphia, Metro Boston, Miami, Washington. And I think the part that sometimes we don't talk 
enough about, 77% of our U.S. deposit base on the retail side is in markets where TD is already top 3. So, 

I think the platform we have — and most great thing we have is the brand, TD Bank, America's Most 
Convenient Bank. 

So, I really like our position. We're already the eighth largest domestic bank in the country. And yes, markets 
can be choppy. U.S. is going through a phase here. You talked about the mini banking crisis we had. The 
economy, there seems to be more debate as to what direction it's going to go. But overall, it continues to 
be very resilient, and I continue to be very optimistic regarding our franchise in the United States. 

 

Meny Grauman – Scotia Capital – Analyst 

And just looking at it more from a macro perspective, even ignoring the crisis which definitely appears to 

be over, but there's obviously — there's a cyclical component to the outlook in the U.S. but also, it appears, 
a secular component as well, just a tougher operating environment, tougher regulatory environment. So, 
I'm curious if you agree with that assessment. And then, what are the implications for the earnings power 
of the franchise that you currently have in the U.S.? And we could talk more about growth plans, but what 
about the here and now? 

 

Bharat Masrani – TD – Group President and CEO 

Well, firstly, the environment, as you said. On the one hand, yes, more unpredictability, more of a regional 

— it depends on the region you are in the U.S., can have a huge difference. There is already a proposal 
for changing bank regulation. A big part of that being the inclusion of AOCI in capital. But for TD, a lot of 
these changes that are being proposed on a consolidated level, they're not material enough to change the 
way we think of running our operation there. 

You're right. I think, over the long term, it is obvious that the new rules apply to banks over $100 billion in 
assets. So, there will be some puts and takes depending on the market as who can get there quickly, who 
is able to figure out the system. Then you have the economic backdrop which is more unpredictable. I think 

— there seems to be consensus building that we're closer to the end than at the beginning of the rate cycle. 
But my view is, yes, we might engineer a soft landing, but it doesn't mean that there will not be dislocation, 
there will not be some kind of turmoil. It's only after you go through a whole cycle, you realize how bad it 
was and not when you're going through it. I think there are some sectors where banks will thrive and there 
are others where they will not. 

I think the great thing about us is the markets that we are in, I feel very good about. These are fundamentally 
strong markets. Even if we get into a downturn, they should come back far quickly than perhaps others. 
And we have a record here of lending through cycles. So, I feel comfortable that we're doing everything you 
would want us to do in running a U.S. franchise. It is a huge market, Meny. And we already have, as I 
mentioned earlier, 10 million Americans banking with us. 

So yes, there will be choppiness. Yes, it will go through some turmoil as we get to a new reality here. But 
over the long term, the prospects are very encouraging, and I like the position we are in. We have the scale. 
We have the brand. We have the people. And we have the capital and liquidity. We sometimes forget about 
that as to how important that is. We are well placed given our position. 
 

Meny Grauman – Scotia Capital – Analyst 

We'll talk more about capital, I'm sure, but sticking with the theme, just again to get into specifics. On the 
Q2 call, you talked about increasing store openings by 50%, doubling wealth adviser hiring. You have some 
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ambitious plans. The question — I want to look at it from the expense perspective that is under the 
microscope now for investors, the impact of all of these plans on expense growth for next year and operating 
leverage, specifically within that business and then how it could potentially impact the group as a whole. 

 

Bharat Masrani – TD – Group President and CEO  

The thing on expenses, in fiscal '22, we had a fantastic revenue picture, right? So, we kind of ramped up 
our expenses. And then, when we saw what may happen, because that was unlikely to continue, we 
signaled very clearly that we expect our fiscal '23 expenses to moderate, particularly when you look at it 
from a quarterly, sort of, sequential basis. 
 
And I was happy to see that, that's exactly what we've done. I know the Q3 call, there was some discussion 
of how is that. But if you kind of adjust for the acquisition, TD Cowen, if you adjust for number of days you 
have in Q2 versus Q3, et cetera, then you'll say, well, expense growth quarter-over-quarter was less than 
1%. So, I felt encouraged that we are moving towards that kind of a phase now.  

And our approach on expense growth has always been, over the medium term, we strive for positive 
operating leverage. That does not mean we will stop investing where it makes sense. If it really made sense. 
We're moving to the cloud our data infrastructure. What we are doing if you look at the investments we are 
making — in our direct investing business with an active trader platform that will be launched in the next 
few months. What we've done in insurance. 2 or 3 years ago, we had zero end-to-end digital applications 
coming in. Now close to 30% of all applications coming in are done in that manner. 

So, there's lots that has already happened that we can now optimize as to how we move forward in this 
environment. But I think, from us, you should look at over the medium term, the bank has consistently done 
so in our history, and I expect it to do so going forward. We will deliver positive operating leverage. There 
might be some quarters where we will not, but that's the way we think about it.  

In expenses, I mean, simplistically, I look at it in 4 buckets. You got the run the bank. You got what I'll call 
governance, control, regulation expenses. The third one is more strategic. And the fourth one is somewhat 
discretionary. So, there's enough levers here when the circumstances dictate to manage those that make 
sense for the bank without compromising in the long-term growth prospects of the franchise. 

 

Meny Grauman – Scotia Capital – Analyst 

Just to put a finer point on it in terms of — as we look to '24, could we be seeing an accelerating expense 
picture for TD, just given the kind of investments that you are targeting in the U.S.? And then also, we'll talk 
more about it, but at the Investor Day, you highlighted the growth that you see in Canada as well. 

So, could it be one of those years where it makes sense for expenses to actually be elevated as we look to 
next year? 

 

Bharat Masrani – TD – Group President and CEO  

Potentially, a lot will depend on what the revenue environment is as well and what makes sense. And as I 
said, the levers we have, I wouldn't want to compromise on how we run the bank because it's critically 
important that consistency, the brand of TD is maintained in the sectors in which we operate. We would not 
compromise on governance and risk systems because it's important. At the end of the day, we are a bank. 

Strategic investments, yes, those have already been made, and we need to optimize those. There is 
flexibility on the discretionary side. It's not as if we waste money there, but things that could wait. And if 
appropriate, they will, and if we see the revenue environment accommodates, then we will get on with those 
as well. 

So, I think there are levers here to manage it but wouldn't want to give a specific number as to what's going 
to happen. It will depend on what the environment is. And right now, it's quite unpredictable. There is a view 
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that in Canada, the situation may stabilize from an economy perspective. We might actually engineer a soft 
landing. Maybe rates have topped out. But who knows? There was a talk 6 months ago, they turned out to 
be a lot different. So, what — Meny, you get paid for forecasting. You tell me exactly what's going to happen, 
and I'll give you... 

 

Meny Grauman – Scotia Capital – Analyst 

I'm always right, so just you know.  

Sticking to the U.S., I want to talk about wealth. Investors that I speak to, a lot of them highlight they want 
TD to do more in wealth in the U.S. They see an opportunity. I think that was one of the pushbacks on the 
FHN deal in terms of not moving the wealth needle as much as people wanted. 

I guess the question is what is the U.S. wealth strategy as you see it? And what role does M&A play in that 
strategy? 

 

Bharat Masrani – TD – Group President and CEO  

Firstly, it's hard to speculate on M&A and a lot happens there, opportunities, fit. We made it very clear that 
we will only look at acquisitions if they were strategically compelling, financially attractive, has to be within 
our risk appetite and as importantly, culturally aligned, and those are hard to find. 

But more importantly, right now, if you look at our U.S. franchise, 10 million Americans banking with us, 
close to 25% of them, are what we would categorize as mass affluent. And that's a big number. What are 
we doing about it? Well, in the last one year, we've hired more than 300 advisers to be within our store 
network, from Maine to Florida. More than 7,500 customers per month are getting referred from the retail 
side to the wealth side. We are building out new capabilities for products, what services they'll need —those 
customers need. And that's really exciting. And when you think, this is, in a way — we've talked about this 
for a few years. But finally, we're seeing the momentum in building out that part of our business in a similar 
fashion to what we saw in Canada many years ago. 

I feel really excited about that. Wealth is a core sort of strategic pillar for us in every market because we 
have a fantastic brand, best markets, and it's a good opportunity for us. I feel really excited about the wealth 
business on both sides of the border, by the way. This opportunity exists for us in Canada as well. 
Notwithstanding our size, there's lots more we can do. 

 

Meny Grauman – Scotia Capital – Analyst 

And then on a related point, I get this question a lot, and that's really — people look at your minority 
ownership in Schwab, 12.4% stake — And the question is what's the benefit from a strategic point of view? 
How do you view this stake in Schwab? 

 

Bharat Masrani – TD – Group President and CEO  

Firstly, it's a great investment for the bank. I think the industrial logic of putting TD Ameritrade and Schwab 
together, I mean, even with the benefit of hindsight, it's turned out to be a fantastic deal.  

Schwab, a premier franchise, close to $8 trillion in client assets. Actually, I was thinking about it, I knew 
you'd ask me this question. I don't know what's the total client assets in Canada. But Schwab is a huge 
amount. So, it's very impressive. And it's a great business, notwithstanding the turmoil in the markets there, 
if you see how Schwab performs, it's terrific to see that. And we are the single largest shareholder. I'm on 
the Board there as there is one more TD nominee there. We have a long-term deposit agreement. So very 
happy is the relationship. We have the deposit agreement, we made a few changes because of market 
conditions that made sense. That's what good partners do. So very happy with the investment, very happy 
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with the strategic rationale as to what it does for the bank and the contribution it is making to TD and the 
deposit arrangements we have with Schwab. 

 

Meny Grauman – Scotia Capital – Analyst 

Are there any benefits to that arrangement that we don't see, I mean, in terms of sort of lessons or things 
that you can transplant to the wealth business in Canada, for example? Is there anything from that 
perspective that you could highlight? 

 

Bharat Masrani – TD – Group President and CEO  

Well, no, so our thinkorswim platform is with Schwab — we're building this active trader platform, so we'll 
see how we can adapt that further for the Canadian clientele.  We keep on having discussions where it 
makes sense for companies in order to leverage each other's capabilities. So, we'll see how that goes. But 
right now, the deposit agreement, I mean, it's a humongous agreement and beneficial to both parties. 

 

Meny Grauman – Scotia Capital – Analyst 

I want to talk about capital. Obviously, a very good news story for TD. You're in an enviable position. The 
question that I want to approach it at is just from an ROE perspective. You have a new medium-term ROE 
target of 16% plus. And so, the question is, carrying all that excess capital in the current regulatory 
environment that's only ratcheting up the capital requirements for banks, how confident are you that you 
can hit that 16% plus target in the medium-term given everything you're carrying now from an excess capital 
perspective, and even if you look farther out, given where capital ratios are going? 

 

Bharat Masrani – TD – Group President and CEO  

Well, I'm glad you said we are in an enviable position because I think 2 quarters ago, you said, what's wrong 
with TD? They don't have enough capital. 

 

Meny Grauman – Scotia Capital – Analyst 

Things change. 

 

Bharat Masrani – TD – Group President and CEO  

Things change quite quickly. It's a good thing we're not in the forecasting business, right? 
 

Meny Grauman – Scotia Capital – Analyst 

You're lucky. 

 

Bharat Masrani – TD – Group President and CEO  

We are in the banking business. Listen, there is no doubt, having the capital flexibility that we have is a 
huge advantage in the marketplace, the flexibility it provides us to grow our business and what it does in 
an uncertain economic environment as you know, we've talked about it previously. 
 
And at TD, we are relatively conservative. And so how we manage our balance sheet, we like to make sure 
we have more than enough capital for any eventuality, and that's been a core strength of the bank, and 
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liquidity, I might add. It's as important. And that's been a hallmark of TD. I'm happy, given all these 
uncertainties, to be in the position we are in. 
 
With respect to returns, I have no doubt, over the medium term, we can deliver 16%. Our core businesses 

— if you look at the scale businesses we have — threw off terrific ROEs through the cycle. Like I said, you 
mentioned earlier, our Canadian Investor Day, where we outlined the opportunities we have, and these are 
already large businesses. But if you look at how many Canadians bank with TD and across opportunities, 
when they have a chequing account, do they have a credit card with TD or do they have a mortgage with 
TD? And if you take today's capabilities that we've built over the past little while, with data, with AI, how we 
are able to retain certain business that previously would have been at risk, I feel very excited as to what we 
can do. And I have no doubt in my mind that over the medium term, we will deliver those returns. 
 
And from a capital perspective, when appropriate, we are not shy to return capital to our shareholders as 
well. I mean, we did a 30 million share buyback which is now complete. And a couple of weeks ago, we 
announced the 90 million share buyback program as well, which was approved by the stock exchange as 
well as OSFI. So, we're starting that now. 
 
And so that is part of our thinking. We've talked about capital deployment framework at TD has been 
consistent over the years. We'll always make sure we have enough capital to support our core strategies, 
we'll use capital to build out any capabilities where we think we are not at par or would give us a competitive 
advantage, including acquisitions. 
 
We'll always be conservatively capitalized given the uncertain environment we have. We want to make sure 
there are any opportunities available that we can take advantage. And if we look at that and say, well, it 
looks like for the next little while, that none of those is going to require some significant amounts, then we 
will buy back shares as well. And that's how we've been doing it. So, I think it's a terrific position for the 
bank to be in, and it's a good thing, given where we are in the cycle. 
 

Meny Grauman – Scotia Capital – Analyst  

So that's — just to clarify, I wanted to ask about the philosophy behind the buyback that you noted was 
expanded to 90 million shares. It's an acknowledgment that the inorganic deployment opportunities are 
somewhat limited at this stage, right? Not to say that, that won't change, but that's a correct characterization 
of the philosophy behind the buyback right now and why you've expanded it. 
 

Bharat Masrani – TD – Group President and CEO  

Well, on the one hand, there is some rationale to what you say that over the very short term, you say well 
this makes sense for the bank. But let's not forget, given the type of business we have, we throw off between 
20 to 30 basis points of common equity Tier 1 capital every quarter. This buyback, if you're just standing 
still and nothing happens, we'll use up, I don't know, 140 - 150 basis points. But you see the offset that you 
have. 

So yes, I guess, from a theoretical perspective, you say, well, you're using the buyback because you can 
accommodate it. But it should not be viewed as that if there is an opportunity, that the bank is going to be 
capital short because there is an offset here as to how much excess capital we generate every quarter. 

 

Meny Grauman – Scotia Capital – Analyst 

Fair enough. We've been alluding to Canada a little bit here. I want to address it more head-on. Your 
Investor Day that took place not so long ago, I think the punch line really was that you're highlighting the 
opportunity for growth in your home market and still a very significant amount of growth. So, if you think 
that there's something I'm missing there, but I think that was really the key. But the question really is how 
do you manage that growth in this kind of environment? And specifically, I think even if you look at the 
mortgage market, for example, I think you have some divergence now between banks in terms of some 
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banks are willing to pull back on volume growth and protect the margin a little more aggressively. It seems 
like TD is more willing to be more aggressive from a volume perspective. 

I'm wondering, from your perspective, is that a proper characterization of kind of some of the market 
dynamics here? Are you being purposely more aggressive when it comes to volume growth in Canada as 
we see some other peers pull back? And does it mean that you're more interested in volume growth versus 
margin? How do you view that balance and the correct balance between volume and margin from your 
perspective? 

 

Bharat Masrani – TD – Group President and CEO  

You're half right. We certainly want volume. We certainly want great mortgages. We certainly want market 
share, but not at the expense of margin. That's where I would defer in the way you characterized it. 

We have a very disciplined approach as to how we price mortgages. If you look at what is happening in the 
market, one can do the testing on how each bank is performing from a price perspective. It's a highly 
competitive market. And we have an approach that has worked remarkably well.  

What is really working for us is not leading with price, but all the investments and the approaches that we've 
talked about for 2 years now. Michael Rhodes has been talking about what we're doing in investing in 
technology, what we're doing in investing in data. How are we leveraging our previous acquisition of Layer 
6? That was an acquisition 6 years ago when nobody was really talking about AI. But we said, this is the 

way it's going to be working out. And how do we make sure — for example, we're using those models and 
those technologies to substantially increase the retention rate when mortgages come for renewal. And all 
that shows up. 

And so, each of our organic strategies in our home — in any market, frankly — has been driven by an 
investment in sales folks, investment in technology, in data and how do we bring this all together to gain 
share. And that's what is going on. That's our view as to why our volumes appear to be growing when for 
some others it may not be. But it is certainly not at the expense of margin, and that's not the way we run 
the business. 

You will see generally because of the macro dynamic in the economy, where your loan pricing is largely 
remaining as is, what's also impacting margin is that your deposit growth is not as resilient as what it was 
before from a macro perspective, not at TD, generally speaking. 

Why is that? We had many, many years of essentially QE going on in the economy. Now you've got QT 
going on. So, there's cash coming out of the system, and that's putting pressure on deposits. So there, 
you're seeing compression for some institutions that compete heavily, for example, in the term market. We 
don't. 

If you look at the core strength of TD, we are largely a core deposit franchise. But you see a lot of 
competition. That doesn't mean we are absent from them. Given our size, we're never going to lose any 
customer just because we don't want to compete aggressively to keep our customer. But generally 
speaking, it's not an area where TD is hugely active. But I see that dynamic playing out because it's just a 
macro phenomenon that one cannot overcome. And I think that explains more as to what's going on in 
overall margins in the industry than trying to say, one bank is doing this and another one is doing that. 
There's a bit of that. But I don't think it's accurate saying TD is chasing volume at the expense of price. 

 

Meny Grauman – Scotia Capital – Analyst 

And where does credit fit into all this in your view in terms of — we're talking about higher for longer. How 
big a risk is the rate environment here? And before you got on stage, Dave McKay was talking about 
probably an outlook that saw less of an issue here because of lower rates. So where do you fit, where do 
you stand on this issue in terms of the rate outlook and how big a risk this is for the Canadian consumer 
and then, by extension, for your book of business in Canada? 
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Bharat Masrani – TD – Group President and CEO  

To have rates go up by 500 basis points in a year, we might engineer a soft landing, that doesn't mean that 
it's painless. Given the scale, at least I can talk about TD, of course, there will be pockets where there may 
be issues. But do I see us being a negative outlier given our history? It would shock me that that's what 
would happen. We've been very consistent underwriters through a cycle. 

I don't see an idiosyncratic issue for TD. But I do see a market softening, and we've been signaling now for 
a while that credit normalization has to occur. It has not fully occurred yet because credit continues to be, 
notwithstanding the increased rates, pretty benign. If you look at the allowances like with TD, we built up 
huge allowances through the pandemic and did not release them all, thinking that this cannot go on forever. 
And thankfully, I'm happy we did that because it's better to be in that position than the other way around. 

I see a softness there. The rates having gone so much. I think, even if it's a soft landing, there will be areas 
that will suffer more than others. But I generally agree with the notion. I don't see a disaster in the economy 
given the resiliency in the job market. There's just a shortage of people. And that is a key point. If 
employment continues to be strong, then we can overcome a lot of other challenges on the credit side. 

 

Meny Grauman – Scotia Capital – Analyst 

Going back to margins. We're seeing a clear divergence between Canada and the U.S. We saw it in your 
results in Q3. And the question comes up, how do we understand that divergence? What's driving that from 
your perspective? And what does it say about maybe the relative operating challenges between Canada 
and the U.S.? 

 

Bharat Masrani – TD – Group President and CEO  

It's a great question because I think that sometimes folks compare the two markets at absolute levels and 
what happens quarter-over-quarter, year-over-year, and say, well, why is this happening? The big 
difference in the markets is that, in Canada, when rate cycle moves, it's a very efficient system where rates 
are going up, then betas, what is passed on to customers, happens pretty quickly. So, as you saw in Canada 
the last quarter, the margins were relatively flat. But year-over-year, they're up 15 basis points. 

Now in the U.S., conversely, when rates start to go up, customer rates don't go up as quickly. But ultimately, 
they catch up very quickly if the rates continue to go up. And that's what we saw. So, in our U.S. franchise, 
quarter-over-quarter, margin was down 25 basis points. But year-over-year, margin is up 38 basis points. 
Contrast to Canada, quarter-over-quarter, relatively flat, year-over-year, up 15 basis points. There is still a 
bit of that to play out. It's just the market dynamic. That's how the markets behave. And that's why you see 
that phenomena where rates will continue to be more volatile as we've come to a higher environment in the 
U.S., whereas Canada is going more consistently. 

I mean, that explains the difference in the way we see it. I think over the next one quarter, there should be 

relative stability, and there'll be some bouncing around. But after that, a lot will depend on — do the central 
banks keep on increasing more? People think not, but they've been wrong before, the on/off rates, 
depending on market conditions, when we run tractors because we have a large core book, which reprices 
on a regular basis. And then customer behaviours, so how people are coping with inflation, how they're 
coping with higher rent, mortgage rates. All that is going to play, and it's hard to predict over the long term. 
At least over the next 90 days or so, we see more stability in how this plays out in both markets. 

 

Meny Grauman – Scotia Capital – Analyst 

And focusing on Canada again. One aspect of the housing story that I think is getting a lot more attention 
is just the imbalance between supply and demand in Canada. I think, it came up a little bit at the Investor 
Day that you hosted.  
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And so, this understanding that we are short supply, and so there's a few questions to ask, but is this 
something that can help support your mortgage business going forward? Should we view it as a good thing? 
But maybe more interestingly, from a policy perspective, what role do banks play in terms of being able to 
get that supply up? And what do you need to see happen, what do you need to see happen from 
government in order to help be part of that increase in supply? 

 

Bharat Masrani – TD – Group President and CEO  

First, let's do the math, right? We got so much construction capacity. And let's say, we become very efficient. 
We can increase that capacity. But can we double it? Unlikely.  

So how does that play? Well, we look at population growth, largely driven by immigration. If that continues 
the way it is, and if you look at our construction capacity, you're going to have a consistent shortfall in 
housing. Depending on the month, depending on how efficient construction industry is, that shortfall is going 
to be anywhere between 150,000 homes to 500,000 homes. 

This secular problem cannot be overcome unless we fundamentally change something. And what can we 
change? Well, from a federal government perspective, can we attract immigrants that are going to increase 
our construction capacity because there's certain skills required for that. 

Can we change some of the provincial and municipal approval processes because, I'm sure, you've heard 
stories as to how long it takes once you buy a piece of land versus when can you put the sewers in and 
when you can put the roads on it as to how inefficient the Canadian system is. 

But nowhere in that argument can you see that it's because of lack of financing, that we have a supply 
problem. It is because of the structural issues that are unique to our country. I think, can the banks play a 
role? Of course, we do. And we continue to do that, but the secular problem we have will not get sorted 
out, unless one of those variables changes. Preferably a few of those variables have to change. I mean, I 
think part of your question is, well, should the government decrease immigration? Will that help? Well, it 
may, but immigration, if you're going to continue with the lifestyle that all of us are used to and leverage 
what is available in Canada, I think we need population growth. Countries that don't have it, regret it, 
including some super powers these days because you need population growth to sustain a particular 
lifestyle. 

It's a difficult question, but I think there are ways where public policy needs to change in order for this 
balance to be somewhat better than where we are today. Until then, this problem will continue, and they'll 
keep on putting pressure on the system. And there's no easy answer here. I respectfully submit, it's not a 
financing problem. There are more structural problems that need to be sorted out. 

 

Meny Grauman – Scotia Capital – Analyst 

With that, Bharat, we're out of time. I want to thank you very much for participating in the conference. Always 
great speaking to you and getting your insights. Thank you so much. 

 

Bharat Masrani – TD – Group President and CEO  

Well, thanks very much, Meny. Thank you. 

 


