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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 7 , 2 0 2 2 

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 (“2021 MD&A”) in
the Bank’s 2021 Annual Report under the headings “Economic Summary and Outlook” and “The Bank’s Response to COVID 19”, under the
headings “Key Priorities for 2022” and “Operating Environment and Outlook” for the Canadian Retail, U.S. Retail, and Wholesale Banking
segments, and under the heading “Focus for 2022” for the Corporate segment, and in other statements regarding the Bank’s objectives and
priorities for 2022 and beyond and strategies to achieve them, the regulatory environment in which the Bank operates, the Bank’s anticipated
financial performance, and the potential economic, financial and other impacts of the Coronavirus Disease 2019 (COVID 19). 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 the economic, financial, and other impacts of pandemics, including the COVID 19 pandemic; general business and economic
conditions in the regions in which the Bank operates; geopolitical risk; the ability of the Bank to execute on long term strategies and shorter
term key strategic priorities, including the successful completion of acquisitions and dispositions, business retention plans, and strategic
plans; technology and cyber security risk (including cyber attacks or data security breaches) 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 and the bank recapitalization “bail in” regime; 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 currency and interest rates (including the
possibility of negative interest rates); 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 2021 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 “Pending Acquisition” or “Significant and
Subsequent Events and Pending Acquisitions” 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 2021 MD&A under
the headings “Economic Summary and Outlook” and “The Bank’s Response to COVID 19”, under the headings “Key Priorities for 2022” and
“Operating Environment and Outlook” for the Canadian Retail, U.S. Retail, and Wholesale Banking segments, and under the heading “Focus
for 2022” 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.

http://www.td.com/
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F I R E S I D E C H A T 

Meny Grauman – Scotia Capital – Analyst 

It's my pleasure now to welcome to the stage Bharat Masrani, the President and CEO of TD Financial Group. 
Welcome, Bharat. 

Bharat Masrani – TD – Group President and CEO 

Nice to see you, Meny. 

Meny Grauman – Scotia Capital – Analyst 

Nice to you see you again in person. 

Bharat Masrani – TD – Group President and CEO 

It was great. Great to see all of you in person as well. It's been a while. Good to see people really exist. 

Meny Grauman – Scotia Capital – Analyst 

I was questioning it for a while, but it seems that we're all here. 

Bharat Masrani – TD – Group President and CEO 

Yes, I know. Same here. 

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

Meny Grauman – Scotia Capital - Analyst 

So, Bharat, lots to talk about – you've had a busy number of months from an M&A perspective, and I thought
I would start there with talking about First Horizon and Cowen. Maybe first on First Horizon just to get into it,
and if you could just remind investors in the room here the rationale behind the deal and how it fits into your
broader U.S. strategy.

Bharat Masrani – TD – Group President and CEO 

Yeah. Good place to start. I'd start with I'm even more excited today about First Horizon than I was when
we made the announcement. I mean, obviously, I knew Bryan Jordan for many, many years. But the last
few months I've been able to meet with more management folks, be in their markets, meet their wider
employee base as well and really feel good about the culture and how they go-to-market, the strategy
they run.

And obviously, you've seen – as a public company, you've seen their numbers. So I feel good about how
they're performing and frankly how – when it comes together with TD, how powerful this can be.
Just to go back to your question, for many years, I've been saying that scale in our U.S. business matters.
And it's important to be a scale player - a sufficient scale player. The southeast and the south of the U.S.
was particularly important to us strategically. It made sense – contiguous market, population growth that
is expected to be 50% higher than the national average. This huge move pre and through the pandemic,
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folks going to the state of Tennessee and moving south, that's an important contribution to what's going 
on in that market. 

And First Horizon was a perfect fit for that strategic rationale that I've been talking about for many years
before we announced the deal. On top of that, of course, I knew Bryan Jordan. I've known him for more
than 10 years. We served on the Federal Advisory Council when I was in the U.S. many years ago. This
is an advisory council to the Board of Governors in Washington, and we have kept in touch and so I was
very impressed, as a fellow executive, as to what values he brings to the bank, the teams he would put
together, the strategies he runs, his own risk appetite as to how he wants the bank to be positioned.
So that was our strategic rationale. So, I said to all our investors, listen, we run a great bank. We've got a
terrific U.S. franchise, and we're not going to do a deal just for the sake of doing a deal. It would have to
make strategic sense, and this did.

On top of that, it made financial sense. This is the highest return on invested capital deal we've done in
the banking space in the U.S. all these years. And so that made a lot of sense to us. As well risk, was it
within our risk appetite? And the answer is absolutely yes. And are we culturally aligned? How do they
look at the customer-centric model? What do they do in the communities in which they operate? How do
they view customers' interest versus the bank's interest or whatever else that might be out there? And
again, very aligned with how TD operates.

So, not often can you go out there and say, well, you got four big picture boxes you want to tick. And this
was perfect from that perspective – strategically compelling, financially attractive, within our risk appetite
and culturally aligned.

Meny Grauman – Scotia Capital – Analyst 

And when I speak to investors about this deal, one concern is integration risk. And they point to the history
of First Horizon, how it came to be in terms of quite a number of acquisitions and sort of wondering about
the implications of that. So I thought I would ask you to address that concern that some people have.

Bharat Masrani – TD – Group President and CEO 

Well, it's a legitimate way of looking at it, but also keep in mind that because of their acquisition, First
Horizon actually was trading – the stock price was trading below their peers by a couple of turns and that
was to address that risk, specific risk.

And we spent a lot of time and not only do I – like I said, I know Bryan and how he operates. And by the
way, this is not a new phenomenon in U.S. banking that banks come together through consolidation. But I
knew exactly how Bryan had done it. And then we spent a lot of time, after we started our negotiations, in
due diligence as to how can we get comfortable on integrating these banks, not only from a technology
perspective, which we're a proven player, but from a culture perspective. And we've had a good record in
the U.S. to bring banks together under what we call our "Wow" culture. It matters to us and feels very
comfortable that this was something that we can certainly manage and frankly actually benefit from it.

The other part, particularly they're more commercially oriented than TD Bank, America's Most Convenient
Bank. And this applies to any business in the US, retention of talent becomes key. Particularly in their
case because they're already bringing two banks together.

So, we've identified that issue upfront. I thought it was a good structure, a unique structure to put the
convertible preferred shares in, out of which $150 million was used for retention purposes. And then the
part that probably has not been talked about as much is normally when you acquire a bank, particularly in
the United States, it's an all-cash deal, which is what this is. Then whatever retention they have in their
own bank, like in deferred comp and all that, gets paid out in cash.



 

 

TD Bank Group – Scotiabank Financials Summit Presentation – September 7, 2022 Page 5 of 12 
 

 
 

  

 
 
 

  

 

 

 
  

 

 

 
  

 

 

 
 
 

  

 

  

 
 
 

  

 
 

  

 
 
 

  

 
 

  

 
 
 

  

 

 

 

We made it very clear that that was unacceptable to us. That whatever deferred comp they had, which
was sizable because they had come together, so they were looking at the same risk when they came
together, needed to be converted to TD instruments. And that was the final deal that got done.

So we're very comfortable with how we've approached this. They did their technology conversion I think three
or four days before our announcement came out, so we wanted to make sure that we were comfortable with
that. And so, I think we have a proven track record of bringing these banks together, and some of the unique
features that I just talked about addresses some of the risks you mentioned.

Meny Grauman – Scotia Capital – Analyst 

And in terms of that retention, obviously, the deal hasn't closed yet. But as you look at sort of the churn in the
commercial bankers at First Horizon, is there anything happening there that is notable right now?

Bharat Masrani – TD – Group President and CEO 

I'm very happy as to how things have gone. And I don't know all the people down there, but the impression I 
have is that we haven't lost anybody we didn't want to lose. So it's a good thing. 

Meny Grauman – Scotia Capital – Analyst 

The other question that I get a lot about First Horizon is just from the perspective of TD's wealth platform in
the U.S. and positioning. And the question is, how does First Horizon move that wealth strategy forward in
any way? And so, also thought I would ask you that question from a wealth perspective, what does First
Horizon do or not do?

Bharat Masrani – TD – Group President and CEO 

Well, it's got a nascent wealth business. It's not huge. But what this does and whether scale matters is one
of the big nuts to crack when you're building a business in the United States in wealth or any other business,
to ensure that you actually have the customer. So, we start with a good position that once this deal closes,
we're going to have more than 10 million Americans banking with TD.

And Leo, our leader in the US, I think many of you know him, ran our global wealth business and did a terrific
job over the past 10 years or so in building that out. And he is fully aware and very passionate about it and
very dedicated in building out a first-class wealth business.

So even this year, notwithstanding the pandemic and then some of the uncertainties out there, the number of
advisors we're putting in our stores, we are looking more at the mass affluent wealth player. We are not
looking at what we do in Canada as a full-service wealth player. No. We're looking at what makes sense for
our clients. And of course, we also have a fantastic strategic relationship with Schwab that helps us as well.

So overall, First Horizon in itself is not a wealth acquisition, but it does provide us the scale. It does give us
access to more customers. It does put us in markets which are particularly attractive for the mass affluent
type of offerings.

And now, we certainly have the products and are now building out the distribution like we did in Canada. We
were one of the few ones that did not go out and buy a sales force or anything like that. It was organically
built. So, I think we're working on that. And of course, where I sit, I'd like it to be faster, but it is impressive
just how the teams are coming along.
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Meny Grauman – Scotia Capital – Analyst 

I wanted to switch gears to Cowen. Obviously, a much smaller deal, but interesting nonetheless. And I guess
the same kind of question, why Cowen? Why now, especially with First Horizon still being in the process of –
I don't know if you'd call digested or the deal still needs to close? So why now?

Bharat Masrani – TD – Group President and CEO 

Well, one thing. We've always been very mindful in any acquisition. And I mean, let's be transparent, we
learned the hard way, that there is no point buying something that is really made available for sale because
generally it's dressed up for sale and not much is left after you become proud owners.

In our case, we've been good acquirers. I think legacy Commerce Bank was a terrific acquisition that was not
dressed up for sale because circumstances made it available in the market. South Financial also fits that
description, and frankly First Horizon as well because they were going through their own integration, bringing
those banks together. So, it was not actually dressed up for sale.

Same applies to Cowen. They were not looking – they are a terrific company, did very well. But we had
identified Cowen. Riaz and his team were looking at Cowen for a while. It fills out a particular capability we
think is important for us to have few years down the road, thinking of, in the US, equity capital markets and
the investment banking business. So the core business is there. And with TD's strength and balance sheet
and rating and funding advantages, that kind of supercharges that growth.

And the part that sometimes is not well known is that First Horizon is a terrific middle market business, and
Cowen is uniquely positioned on the middle market side as well. So that's an added benefit we see. And then
lastly in Cowen, we felt very comfortable with the management team and the individuals. Very TD-like from a
culture perspective.

So again, I go back to it's not often you sort of do a deal where strategically it makes sense, financially
attractive, 14% ROIC deal. Risk appetite, very comfortable. In fact, it did generate all these revenues without
a balance sheet. And so, we feel good about that. And culturally, we felt very comfortable.

So, it does a lot for our TD Securities business. It's very complementary to what we've said we want to do.
Your point, doing two deals, they're separate deals. And we're not looking at disturbing either one of them,
that's a different segment. We're a large bank and we think we can manage that.

Meny Grauman – Scotia Capital – Analyst 

Related to Cowen, it seems like there's a general orthodoxy among bankers that says that buying investment
dealers, especially foreign banks buying Wall Street investment dealers, it's just a very risky proposition. It
might work in the short term, but in the long term, how do you retain the talent? And so, I thought I would
pose that to you and wonder out loud maybe, does the experience with Newcrest, is that some part of the
answer? Does that give you confidence in your ability to do this? Obviously south of the border in this case,
but is that part of the calculus for you?

Bharat Masrani – TD – Group President and CEO 

Well, in fact, the premise you set up doesn't only apply to investment banking. I think people say that any
foreign bank going to the U.S. in any financial services ultimately fails and goes back home, takes a write
down or whatever. I think we have proven that at TD, we are different. We've been there for many years 
and quite successful with our U.S. strategy.

I think one thing we've always done is whenever we've acquired – and this is historic, this is not over the
past few years – we very much value the management team we acquire. But when you think about it, any
of these acquisitions, we're paying a good premium. They don't come for free. And most of the value
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that's been created is through that management team. So why go there and destroy it? And I don't 
understand. Many buyers do that, but at least at TD, we don't. 

If you look at our management team in the U.S. on the retail side at TD Bank, America's Most Convenient
Bank, most of the talent, the top talent there, the most senior management is acquired talent from the
banks we bought – Commerce Bank, South Financial, Banknorth – and that's the way we've set it up. And
you talk about Newcrest. Well, Bob Dorrance came from Newcrest. Robbie Pryde came from Newcrest.
You look at the whole part of TD Securities and Bob ran it and still is very much involved as Chairman of
TD Securities.

Same applies to my predecessor, Ed Clark. We acquired Canada Trust and we said, well, let's not go
destroy it. We paid I don't know how many times book, but it was quite expensive, but turned out to be
great and we were able to retain the talent.

So, I think we've got a history, tradition and a track record of maintaining the people we acquire because
they find TD's culture welcoming. They have a bigger platform in which to operate. And in fact, with First
Horizon, Leo just made an internal announcement of a new structure where some of the First Horizon
executives would have a bigger role in the combined entity. And I expect Riaz to do that in the next –
shortly to announce a structure that will make sure that folks at Cowen have a meaningful and a large role
within TD Securities.

So, I think those things matter. And TD is a welcoming culture. They're going to create value with the 
advantages we bring. Godspeed. We're quite happy to accommodate that. 

Meny Grauman – Scotia Capital – Analyst 

I wanted to turn to capital. When you announced Cowen, you made a few interesting comments that are
capital related. You talked about putting on a hedge for the First Horizon deal for the interest rate risk of the
First Horizon deal. You sold down part of your Schwab stake to fund Cowen, in fact. And you talked about, at
closing, the CET1 ratio would be comfortably above 11% pro forma First Horizon.

So first on – and this came up a little bit on the call but just in terms of the rate hedge related to First Horizon.
Just to clarify, you didn't go out into the market to buy swaps. You re-designated swaps you already had. Can
you explain why you did this and what you had to – I guess the question I'm getting is from a lot of investors
what you had to give up in order to put this hedge on? It seems like it was costless, but it's hard for people to
understand that concept. So maybe you could explain a little more.

Bharat Masrani – TD – Group President and CEO 

Yeah. So, firstly, why the hedge when we did it and why not earlier or why not later or whatever the case
might be? When we announced the deal, we said that if rates move, the fair value of fixed rate loans are
going to be impacted and it's a fixed price deal, and hence, goodwill will go up and there'll be a negative
to the capital. But that additional goodwill gets accreted back into income because these are loans that
are held to maturity. It's not a trading book. And as they get repaid, it comes back. So there's a natural
hedge.

Secondly, in a rising rate environment, all of TD is rate sensitive and very positively plays from a rising
rate environment. So that provides us an additional hedge. But we also said that, listen, look at the
volatility that's out there. You have these rates moving, and the largest bond market known to humankind
can move at 12, 15 basis points in a day. And you can see the volatility on your capital levels there as to
what happens, so we said, all right, given the volatility we're now seeing compared to when we did the
deal, this time to mitigate this risk, and that's how we looked at it. And I think what our teams did – Kelvin
Tran, our CFO; Barbara Hooper who runs our treasury and balance sheet practice – came together and I
think came out with a very creative idea as to how we're going to do this because we could have gone
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into the market and bought a bunch of bonds out there and hedged it in that way. But think of the friction
cost there, the cost of doing that, funding costs, etcetera, etcetera, and ballooning your balance sheet.

So I think what we did made a lot of sense. So, simplistically, how does this work? If rates keep on going
up, the fair value of those fixed rate loans would go down and the amount of goodwill goes up. But the
swaps now, because they're attached to that, provides you the offset against that goodwill.

And you say, all right, so you took that, re-designated that, and what happens to the bonds that were
hedged in the first place? So they're held to maturity firstly, those bonds, and we found the match
because we've got a large investment book in the US. If you look at our U.S. balance sheet, the amount
of funding and deposits we have relative to loans, we have that flexibility because we have that
investment book. Out of which, we can take these existing swaps, re-designate it, and then whatever is
the negative carry on that that happens over time, that gets offset by the additional income you're getting
on the loans.

So, I mean, it is a very neat idea. And it is an accounting hedge and that's how accounting works. And
what it did was actually put a pin on what's the worst capital position that we'll find ourselves in and that's
the way to manage this acquisition.

So that's what we have done in a simplistic way. But I'd encourage you to reach out to Kelvin – he has 13
different questions coming in different ways and he's here tomorrow, I think he's coming in. Ask him and
he'll give you the T accounts as to how the cash flows move here or there. But trust me, this works well.

Meny Grauman – Scotia Capital – Analyst 

Okay. Got it. You say trust, but verify. So... 

Bharat Masrani – TD – Group President and CEO 

Trust, but verify. But the interesting thing is we're a public company. We've got a lot of oversight on what we 
announce. So, it's already verified, Meny. 

Meny Grauman – Scotia Capital – Analyst 

Perfect. Just moving over to what you did in the Schwab stake. I think a lot of investors took comfort in that
in the sense that they said, okay, you sold down your stake to 12.5%. Below 10%, some privileges start to
be lost or privileges start to be lost. So, we're comforted in the fact that between 12.5% and let's say 10%,
10.1%, there's a lot of capital there that if whatever happens, if things go sideways, there's a precedent now
set that TD can use that as a source of capital effectively. The question is, is there anything mistaken in
that thinking that you have – there's no difference between 12.5% and 10.1% when it comes to your Schwab
stake? Is that how you're thinking about it?

Bharat Masrani – TD – Group President and CEO 

I think overall, Schwab, which is consistent with what I've said, what we've said, is an important stake for
us. It's a strategic investment. We have a long-term, very large deposit agreement. Schwab used to be
legacy TD Ameritrade platforms and now they're Schwab platforms for our U.S. business.

I think there'll be more opportunities as we move forward. As you can expect at Schwab, they're very busy
with integrating TD Ameritrade and that is also fully understandable. But I think over time, there is
potential for even further strategic relationship here. Very happy with our investment in it. Like you said,
we get governance rights. I'm on their board, so is another TD designee on the Schwab board. It's a
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terrific company. I mean just a terrific business model. Look at their growth metrics, what they do. They've
got more than 7 trillion, with a T, dollars in client assets on their platform so just a terrific business model.
So we're very happy with it. Nothing has changed. Yes, we took our stake down here a bit. I think we
went down to 12%.

Meny, I just want to clarify that. But we have no plans. I don't have any plans right now saying, well, let's
go sell more of it to do this or that. It is strategic and that has not changed through this transaction. It was
happy to see that Schwab, the company themselves, bought back $1 billion of the amount we sold. So a
great, terrific relationship between the two companies.

Meny Grauman – Scotia Capital – Analyst 

I wanted to talk about margins. Obviously, an important focus for this quarter and a very good news story
for TD, in particular and I don't want to minimize that, especially in the U.S. where you saw over 40 basis
points of sequential margin expansion.

But one thing that I do want to revisit is just the Canadian margin expansion of 7 basis points. Was that
the lower end of the group? And if you would have asked me to kind of forecast ahead of time what that
would look like, I would have thought it would have been a lot bigger, given what we saw across the peer
group given the strength of TD's deposit base and just the overall rate sensitivity.

So, it came up on the call, but I thought I'd revisit and just talk – ask you to maybe help us better understand
what impacted the margin this quarter and more importantly, what the outlook is going forward.

Bharat Masrani – TD – Group President and CEO 

I think in the Canadian side and of course, if you look at TD at scale as to how big a business we have and
then you go through the balance sheet, the loan categories, the deposit categories and – it's far more
complicated than to take one number at the policy rate and say, okay, can I, from that, take a couple of
calculations and get to a margin? So a lot of moving parts there.

Secondly, in comparison to the U.S., so just to give you some data points there. First, in the U.S., the rate
cycle started to move earlier than Canada. So there's more benefit there that is now being rolled into a
quarter fully rather than partly and Canada is lagging, but is catching up quickly.

Thirdly, U.S., if you look at our balance sheet, we have a lot more deposits than loans. And now, we're
seeing loan growth come back because, notwithstanding the higher rates and all that, but fundamentally
on the ground, if you look at the jobs numbers, what companies, commercial clients are doing, etcetera,
there's good loan growth that is coming in.

So how do we fund that in the U.S.? Well, we'll take our excess deposits that are placed in low-yielding
investments because we want to make sure we're managing capital and risk appropriately and optimally.
We would liquidate those and use those funds for loans so that you get a double-barrel effect on your
margin.

In Canada, we are short funding. We have more loans than we have deposits, so you see the reverse of
that playing out, particularly given our size. So that kind of explains the difference between the two.

I think your point on, okay, can you tell us what the outlook here is? Again, too many moving parts, and
sometimes forecasting is a mug's game. But as long as – if you take the premise that we're in a rising rate
environment given the type of business we have, the outcomes that our strategy generates, particularly
we're very strong and continue to be even in this market, in a rising rate market. If you look at our
chequing accounts and savings accounts in Canada and the U.S., impressive growth, continues to be,
notwithstanding the high-rate environment. So if you expect rates are still going to be increasing here
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from where we are now, that should be a good tailwind for the bank and so that should continue for a 
while. 

Meny Grauman – Scotia Capital – Analyst 

Got it. Want to ask about credit. Your Q3 ACL ratio dipped down 2 basis points to 85 basis points. Some
investors I speak to see that the dip is a little bit of a sign of concern. But from your perspective, how should
investors be looking at your reserve positioning and how do you view where your position is right now from
a risk perspective?

Bharat Masrani – TD – Group President and CEO 

I'd say let's start with the last part of your question first. We are not sensing any weakness in any of our
credit metrics. That includes our unsecured exposures with credit cards. We're not seeing delinquencies
and feel – I mean, it's a great environment. If you are a risk manager, what do you look at from the
metrics at least in our book, and I can talk about our book.

But how are we managing? How are we managing allowances, which is where the reserves are where
you're coming from. So, we took the view at TD and Ajai Bambawale, who's our Chief Risk Officer, terrific
at this, and think many of you have spoken to him as well. When things were looking better, actually, we
were not interested in releasing too many of the allowances that we had built up through the pandemic.
We still have, from a pre-pandemic sort of ratio – when we talk about absolute dollars of allowances, we
still have CAD 1.6 billion of additional allowances compared to what pre-pandemic levels are. I think that
the ratio moves because we're also generating new loans and so the denominator, it goes up, so the ratio
moves a bit.

Thirdly, what we did was when the models were not suggesting such a downdraft – now we look at these
various scenarios, recessionary scenarios, etcetera – we didn't use that opportunity to release. We kept it
as an overlay and now through this quarter, we use part of that overlay because it became reality. That
becomes more of a downside scenario that we're sort of applying to how we're managing the book.
So a long way to say we feel very comfortable. As to the reserve levels we have, we've been consistent in
that, right through the cycle. The metrics we're looking at are very healthy. But most importantly, and I
know this was a discussion point from many of our analysts, that we've been through-the-cycle lenders.
We don't say – so, all right, this quarter looks good so let's change our risk parameters to sort of throttle
up lending in a particular area. No, I think at TD, we've been consistent through-the-cycle lenders and that
bodes well when you get into choppy markets.

Meny Grauman – Scotia Capital – Analyst 

On credit, tying it back to Cowen, there's definitely questions I get about whether the Cowen client is
really the right risk for TD, that mid-market. You have biotech. You have potentially riskier areas of the
economy. When you were talking about Cowen, you're talking about the asset side that TD brings, the
loan book. When you look at Cowen from a credit perspective and the potential there, how does that fit
together? Are these concerns misplaced from your perspective?

Bharat Masrani – TD – Group President and CEO 

Well, first you start with Cowen doesn't actually have any balance sheet to speak of. They're not big
lenders so all these revenues they generate is purely from advisory and trading and then bringing value
added services to those issuers.  

In TD, we – once the combination closes and we bring the companies together, of course, are we going
to use that balance sheet? Absolutely. That's what TD's strength is. We're good at it. And we'll be very
mindful of what's the risk-reward and that's been our record. I mean, there's lots of discussion right now
on leveraged loans, big articles, and so what's going to happen there? Well, we've always said, every
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bank defines leveraged loans with a different definition. In our world, we think of the riskier part of the
portfolio where a loan is rated B and the leverage is more than 5.5 times that if you historically look at,
that's where the correlations kind of break and so that's where the losses happen and for us, it's a
nominal part of our book. I think we've shown through the cycle that, listen, I've been a Chief Risk Officer
myself. Lousy lending is unforgiving and don't need to start now.

Meny Grauman – Scotia Capital – Analyst 

We have a few more minutes left. I thought I would just touch on the U.S. white label cards business. During
the quarter, you talked about establishing a relationship with Restoration Hardware, Blue Nile. Your white
label card business creates a lot of accounting noise, so a lot of headaches for analysts, but not too many
people would shed tears for us. But...

Bharat Masrani – TD – Group President and CEO 

Yeah. You get paid a lot of money when you figure this out. 

Meny Grauman – Scotia Capital – Analyst 

But it's also not a real cross-sell driver. So the question is, what's so attractive about this business? And
the second part of the question is – when the First Horizon deal closes, as your U.S. franchise gets that
much bigger and sucks up more of those excess deposits, is this going to be as critical or as attractive a
business, let's say, as it is right now?

Bharat Masrani – TD – Group President and CEO 

Firstly, just to clarify, Restoration Hardware, those – the smaller deals, they don't make accounting noise.
We have a separate business we call Retail Card Services, where you have the smaller players a part of
that. So that doesn't create the accounting noise. Accounting noise happens where we also have a
strategic major relationship, and that is Nordstrom and Target, where we have very large relationships.
This provides us – it gives us geographic diversification right across the country. So, when we have other
aspirations to go into new markets in our auto business – we're a national player, auto financing business,
indirect auto. So this provides us more understanding of different sides of America. We don't have any
loan book of any size or– nothing meaningful in the state of Arizona or even California. This gives us
access to those markets so that's an advantage.

Secondly, risk-adjusted returns are fantastic. At least the way we look at it, that's how this business
works. Particularly when you have the advantage of TD, which is really low-cost funding. Look at the cost
of deposits at TD versus any of our peers. We find that attractive.

Thirdly, we have a strategic relationship with these partners. There's terrific brand affiliation. We don't do
these deals with anybody out there. It's important to us as – what it means to our brand, what it means to
their brand, so it fits in very well.

Now, when you say that – so if the U.S. magically somehow gets into the Canadian type of profile where
we don't have enough funding and more loans, it might be a different story. But that'd be a good problem
to have, Meny. We won't be worrying about the strategic card portfolio. We might have other forms of
discussion but given where we are now, it makes a lot of sense. These are great relationships, and I see
them continuing for the foreseeable future.
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Meny Grauman – Scotia Capital – Analyst 

I think that's a good way to end. We should only have good problems. 

Bharat Masrani – TD – Group President and CEO 

Terrific. 

Meny Grauman – Scotia Capital – Analyst 

Thank you so much... 

Bharat Masrani – TD – Group President and CEO 

Thanks, Meny. It feels great to see you. All the best, all right. 

Meny Grauman – Scotia Capital – Analyst 

Thanks, Bharat. 
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