
 

  
   

 
 

 
  

  
  

 
  

  
 
 

 

   
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 

   
 
  

 
 

 
 

 
 

 

  
  

  

  
 

  

 
 

Q4 2004 Earnings Conference Call 

Q 4  2 0 0 4  
E A R N I N G S  C O N F E R E N C E  C A L L  

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

Ed Clark President & CEO 
Dan Marinangeli EVP & CFO 
Bob Dorrance Chairman & CEO, TD Securities 
Bill Hatanaka EVP, Wealth Management 
Bharat Masarani EVP, Risk Management 
Andrea Rosen President, TD Canada Trust 

P R E S E N T A T I O N  

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Slide 1
Welcome to the TD Bank Financial Group's fourth quarter 2004 investor presentation. My name is  Dan
Marinangeli, and I'm the CFO of the bank. This meeting is being webcast in audio and video, as well as a
telephone conference call. With us today is Ed Clark, the Bank's CEO, who will give an overview of the 
year-end and the quarter. Following Ed's remarks, I will cover our operating performance in more depth.
After my presentation, we will entertain questions from those present, as well as prequalified analysts and
investors on the phones. 

Also present today to answer your questions is Bob Dorrance, Chairman and CEO of TD Securities; 
Andrea Rosen, President of TD Canada Trust; Bill Hatanaka, EVP of Wealth Management; and Bharat 
Masrani, EVP of Risk Management. 

Slide 2
I would like to note that this presentation may contain forward-looking statements, and we draw your 
attention to the slide concerning forward-looking statements at the beginning of our formal presentation. 
Ed? 

Ed Clark - TD Bank Financial Group - President & CEO

Thanks, Dan. Good afternoon everyone. Thank you for joining us to discuss the fourth quarter results
and the year-end results. I'm going to concentrate my remarks on the year as a whole, limiting my
comments on the fourth quarter results to their implications with respect to our jumping-off point for next
year.

While I know I am noted for emphasizing issues rather than reciting our accomplishments – and I want to
assure everyone I haven’t had a personality transformation and will continue to worry more about our
weaknesses than our strengths – I have to say it’s been quite a year:

→ adjusted earnings for the year up 26% from last year – Dan is going to elaborate on the
adjusting items in his presentation;

→ economic profit up from a loss last year to $1.1 billion this year;

→ each of our three segments with double-digit earnings growth: TD Canada Trust – 16%,
Wealth Management – 45%; and TD Securities – 11%;

→ the non-core portfolio virtually eliminated, one year early;
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→ $655 million of sectorals and $67 million of generals released;

→ net tangible common equity up from 6.9% to 9.0%, freeing up $1.6 billion in common
equity to reinvest and diversify earnings;

→ dividends up 17%; 

→ 7.6 million shares repurchased; and

→ a successful agreement to acquire 51% of Banknorth.

Now, it’s clearly great that we have been operating in an environment that is more benign to downward
risk, but I also think it’s fair to say our management team took advantage of this environment to deliver
excellent results for our shareholders.

I did have some disappointments in the year:

→ Our total shareholder return of 14.8%, while excellent, lagged our peer average partly 
because our performance last year at 53% was so good it left us with a high starting 
base. If you take the two years together, our average total shareholder return was 
32.5%, higher than the peer average. 

→ Our second disappointment was with our P/E ratio, which still doesn’t reflect a premium 
to our peers, despite our lower risk profile and excellent growth prospects. There has 
been a very benign credit environment and it is tough to be rewarded in such an 
environment for a low risk strategy. In the end, the market is going to reflect our 
performance and prospects so we, as a management team, have a simple job: clearly 
demonstrate that we can produce better quality earnings with a lower risk profile than our 
peers and that we can grow these earnings. When that occurs, then our   shareholders 
will be further rewarded. 

Turning now to the business segments.

Starting with personal and commercial bank, I know our strategy may seem simple and many people find
it boring and because of that I think the accomplishments of our personal and commercial business are
overlooked. But the truth of the matter is that we said we would have the retail bank deliver 30% growth
over a three-year period and we’ve done it in two years. This year, as I mentioned, we had 16% growth
over 2003. Net income in the fourth quarter of 2004 was a record and is the eighth consecutive quarter   of
double-digit earnings growth for the retail bank, no small feat in this highly competitive, slow growth,
domestic environment.

Total revenue grew 6.2% over last year, 4.0% excluding acquisitions while achieving a revenue-expense
gap of 2.0% before acquisitions.  Our credit losses were down 19%, partially explained by the difference
in the rate of growth of our unsecured lending versus those of our peers – a truly mixed blessing.      

Our performance reflects solid growth in our core retail business and great performance in insurance. 
This year’s revenue is also driven by our acquisition of the Laurentian Bank branches and the property 
and casualty operations of Liberty Mutual, both of which were integrated successfully this year. As 
importantly, TD Canada Trust continues to show good control over day-to-day expenses, extracting 
savings from integration synergies, disciplined pricing and margin management, as well as an aggressive 
investment program in initiatives that will permanently lower costs and improve service in the long-run. 

Our major disappointment this year has been our failure to turn around our decline in secured lending
market share. This disappointment is tempered by the fact that our volume growth in this area was very
strong – up 10.3% − and we have stabilized margins and had excellent overall revenue growth. But we
will not be satisfied until we stem the erosion.
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Next year our focus will continue to be:

→ grow our under-penetrated businesses; 

→ make life simpler, easier and faster for our staff to better serve our customers;

→ grow our core relationships; and 

→ outperform our competition in revenue and profit. 

Wealth management also had a great year, but one characterized by a better first half than second half
as discount brokerage volumes fell off.  This shouldn’t obscure the great progress we have made in: 

→ revamping our advice model;

→ growing our mutual fund area – we were #2 in net long-term sales two years in a row;
and

→ lowering our break-even position in TD Waterhouse.

As we head into 2005, clearly TD Waterhouse is dependent on trading volumes, and if the early 
November numbers are any indication of the year, volume is again trending up.  Additionally, we expect 
to start reaping revenue and expense benefits from our significant investments in building out the 
integrated infrastructure. Throughout the course of next year this business will continue to focus   on 
attracting new customers and growing assets, particularly in the advice-based businesses.     

And now to wholesale banking. Wholesale banking had an excellent year, surpassing last year’s 
earnings on lower capital and with reduced risk. As we previously indicated, the wholesale business is 
traditionally stronger in the first half of the year than in the second and 2004 proved no exception. 
Although this quarter TD Securities managed to match its fourth quarter 2003 earnings performance, I 
would characterize this quarter’s performance as weaker than the comparable period last year. 
Seasonality combined with weaker capital markets and continued sluggish demand for corporate loans 
produced revenue declines across the board this past quarter. On the positive side, lower revenue was 
offset by a reduction in expenses, but I would not consider this quarter’s efficiency ratio as a run rate as 
we move into next year. 

I would like to address, as it pertains to us, what appears to be a general concern for banks next year and
that is the concern that bank earnings this year benefited from large recoveries and that this level of 
recoveries will not be repeatable next year.   

For us the earnings we reported in our wholesale bank this year were not boosted by recoveries because 
all recoveries we experienced this year flowed through our non-core portfolio via the sectoral allowance 
and sectoral releases. Therefore, our wholesale segment is not facing the prospect of lower recoveries 
being the cause for higher PCL expense in the near term. 

Second, given our lower risk strategy and the high quality of our loan portfolio, our wholesale bank has
not experienced an impaired loan formation for two years.  Given this run rate in impaired loan formations 
and our purchase of credit protection, at this point we are not anticipating any significant increases in
PCLs in the wholesale bank in 2005. We do know, however, that PCLs will not remain at the current level
forever.

On a total bank basis we have benefited from recoveries but this benefit was all via sectoral releases,
except for a very small personal and commercial recovery.  As you know, we did not characterize sectoral
releases as underlying earnings. As I noted earlier, another benefit of the sharp improvement in credit is
that it helped us reduce our non-core portfolio faster than we originally anticipated. While our risk  is 
reduced, it also does mean that the non-core portfolio's contribution to total bank earnings will be less 
next year.
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All this being said, wholesale banking saw a profit of $600 million and a return of 25% this year – a great
performance but one that will be difficult to duplicate again next year and is not the right base to use for
projections. As I’ve said before, the success of the wholesale bank is measured on return on invested
capital. This business is successfully operating within the risk parameters that are commensurate with
the capital it has been allocated and is producing great economic profit – a tribute to the leadership team.

Going forward our focus remains on growing and deepening corporate client relationships and expanding 
our global capital markets product offerings. Our objective for this business is to deliver a 15-22% return 
on invested capital. As their strategies deliver increased volumes and the markets return to more 
normal levels, we would anticipate their level of capital to increase, providing more opportunity for net 
income growth. 

Turning to the Banknorth acquisition our view of the acquisition remains the same:

→ it’s the right management team;

→ it’s the right company;

→ it’s in the right location; and

→ it’s the right structure.

We are still awaiting final clearance from the SEC and until we have that it is difficult to set a firm
timetable. We are confident the transaction will go through. Bill Ryan and I have devoted a lot of time to
discussing the transaction with our shareholders and, if you look at where the share price of Banknorth is
today, it would appear that the market has made its decision regarding the transaction. We look   forward
to closing the transaction in February 2005. 

Finally, I would like to take this opportunity to thank everyone in the organization for their contribution
during the past year. We’ve made enormous strides and we are heading in the right direction. We
couldn’t have come this far without the commitment and hard work of our employees. On behalf of the
board and the management team, I would like to thank everyone for their hard work and tireless efforts.
You’re all doing a terrific job.

Now, Dan will go over the details of the financial results.

Slide 3
Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Slide 4
Looking at the overview of the fourth quarter results, we have reported earnings per share of 90 cents per
share. That's up from 73 cents same quarter last year or 23 percent. Earnings per share before the
amortization of intangibles at $1.04 is up from 90 cents last year, or 16 percent. Each of the three 
reporting segments had good results this quarter, especially the personal and commercial bank -- as Ed
mentioned, $390 million, up 19 percent year-over-year. That's a record quarter, and that's eight quarters
in a row with double-digit earnings growth.

Wealth management at $67 million was down 36 percent from last year, and down slightly from the $80
million reported in the third quarter.  Wholesale banking was flat to last year and down slightly from the 
third quarter. I won't go through the full-year results -- Ed's discussed those -- except to say that after two
years of sectoral accounting, the sectoral reserve has been totally reversed now and used up. We will no 
longer be accounting for the non-core credit losses in the sectoral reserves. Over the period of its life, the
sectoral reserve was reversed about $655 million of the original $1.450 billion set up. Capital ratios again 
continued to strengthen -- one at 12.6%, up from 10.5% last year; and the tangible common equity ratio at
9.0%, up more than 2 full percentage points from last year.
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Slide 5
Looking at the earnings reconciliation for the quarter, we struggle with the concept of adjusting earnings
for our analysts and investors. We have to decide or we try to decide which adjustments to make to our
reported earnings that give you the best idea of underlying core operating earnings. We continue to 
believe that we should adjust for things such as the amortization of intangibles, sectoral reversals, and 
the impact of accounting guideline 13. And we did adjust, as well, for a large legal provision in the second
quarter of this year relating to a variety of items. In the past, we have adjusted for other items. We have
adjusted for items which were large or unusual. I think this quarter, we feel there are two items that we're
not listing here, we are disclosing, relating today to, again, a contingent legal provision in the amount of
$54 million pretax, $38 million after tax or 6 cents per share, and NII on tax refunds, which is becoming
quite an ongoing item for us.  That was $18 million after tax and 3 cents per share. We are not suggesting
that you make those adjustments here on this page. If you make the adjustments that we have on this
page, which relate to those items that we talked about, you would get 91 cents per share. That is versus
71 cents on a comparable basis same quarter last year, which would be up 28 percent. Those special
items that we're listing here, the sectoral release and the impact of accounting guideline 13, are both
recorded in the corporate part of the bank's results.

Slide 6
If you take that concept of earnings adjustment to the full year, same basis -- that is, you exclude the
sectoral reversals, general reserve releases, AcG-13 and the large legal provision taken in the second
quarter and the larger write-offs to goodwill and other joint ventures in 2003, you get, I think, a reasonable
view of what the underlying earnings would be. In this case, our earnings per share are up 26 percent, net
income to common up 27 percent, revenue up 8 percent, expenses up 3 percent. So this would be, I 
think, a good representation of what the underlying core operating earnings, 2004 versus 2003, would
look like. But again, our objective here is to give you the data. You can decide which items to adjust for, if
any, and make your conclusions based on the disclosures that we make.

Slide 7
So then moving onto the personal and commercial bank – it was again a very good quarter.

Slide 8
Total revenue was up 8.3 percent year-over-year. This would have been about 5 percent, if you exclude
the impact of the two purchased businesses of Liberty Insurance and the Laurentian Bank branches. This
is the best growth in revenue since the fourth quarter of '01, so we're seeing an acceleration of revenue in
this business. Part of the reason is that, for the first time in about two years, we have actually seen a
slight increase in the margins related to our retail banking book, up 2 basis points, 3.03 percent to 3.05
percent. The reasons relate to the rates going up, short-term rates increasing, a slight lessening of the
competition and other mix items, as well as an operating improvement relating to the breakage costs on
mortgage refinancings that had a very small impact on margins. We believe that the margins should be 
fairly stable from this point on, for a while. We think we may have bottomed out in total margin decline.
We'll have to wait and see. 

Total revenue on a year-over-year basis for the full year – '04 versus '03, up 6 percent, excluding the
purchased businesses, up 4 percent. There was one item, a slightly unusual item in the revenue this 
quarter. We had a catch-up for Visa travel points; it was a catch-up booking this quarter that totaled $21
million, and that was an offset to total revenue and an offset to the line in the other income schedule
called card services. 

Slide 9

Looking at the breakdown of the actual margin itself, again, up 2 basis points, up on the deposit side and
down very slightly on the loan side. Again, for the full year, margins this year were 3.07 percent versus 
3.28 percent last year, a decline of 21 basis points, following a decline in 2003 of 14 basis points. So it
would be quite good for the prospects of future revenue growth if the margins in the retail bank were 
indeed to have bottomed out.
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Slide 10
Provision for credit losses, quite stable to the last quarter, down slightly. You see the vast majority of the
credit losses this quarter represent personal credit losses. This is likely the low point of a cycle, credit
cycle. We are not suggesting that these very low PCL numbers would continue forever -- $373 million for
the year, down from $460 million last year. It would be, I think, somewhat unusual if that $373 million
were to continue indefinitely. We did see personal delinquencies continue to decline, and decline about a
third over this year period.

Slide 11
Expenses and the efficiency ratio -- we did experience a slight fourth quarter expense spike this year. It 
relates to a number of items -- severance, higher expenses in Meloche Monnex. We invested more in our 
ABM network this quarter, about $17 million compared to last year, and a slightly higher incentive comp 
number. Those four items together represent about $45 million of higher expenses versus last year, so 
actually more than explained the increase last quarter. And those items would explain the full amount. 

Looking at total expenses, they’re up 8.1 percent from the same quarter last year. If you exclude the
purchased businesses, that's 4.1 percent. And on a total basis year-over-year, expenses are up 5 percent
to $3.65 billion. 

Slide 12
And finally, these items result in a net income number of $390 million, up 19 percent. The return on
invested capital at 21.1 percent is the highest ever we have achieved in the P&C bank, and if you look at
net income year-over-year, for the full year, up 16 percent to $1.487 billion, and economic profit up 27 
percent to $810 million from $639 million.

Slide 13
Looking at some of our market share data, first looking at personal loans, both real estate secured and
other, we continue to see a reduction in total market share for these loans. Total share is down 46 basis
points year-over-year, if you exclude the impact of the Laurentian Bank branches. Most of this is caused
by the unsecured lending market share. We have talked about our unsecured lending business and how it
has lost market share over time and our goal to regain market share. 

The good news story here is that real estate secured lending is up 10.3 percent year-over-year, and does
display a very strong revenue growth within that business line, despite the obvious slight loss of market
share. 

Slide 14
Moving onto personal deposits, you can see that total volumes of core deposits at this point in time is up
9.9 percent, almost 10 percent year-over-year. That is excluding the impact of Laurentian Bank, which did
not have much of an impact. Core deposit market share is a little misleading here. It's down 57 basis 
points, excluding the impact of Laurentian, but about one-third of that relates to a rundown of TD
Waterhouse Canadian dollar deposits, so really only about two-thirds of that market share decline relates
to the retail bank in Canada.

On the term front, although there has not been much in the way of volume growth over the year, we are
flat on market share, just down slightly, in fact -- 3 basis points year-over-year. 

Slide 15
On the business side, we are seeing very good growth still in business deposits, up 10.6 percent year
over-year. But the small-business loan market share has dropped by 35 basis points year-over-year. On
the business -- total volume on business loans and BAs, not much growth there at all, continuing down
year-over-year. On a quarter-over-quarter basis, though, it has been stable. That is the second quarter in
a row where commercial and small-business loans have been stable. The commercial loan market share
has declined by 18 basis points year-over-year. 

Slide 16
So, moving on to our wealth business.
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Slide 17
You can see a trend here in total revenues, which really reflects the success of TD Waterhouse, in terms
of trades per day. The trades per day in TD Waterhouse declined again this quarter, about 5 percent from
last quarter. Commissions are offset, though, by an increase in NII. We have been quite successful at
increasing the actual margins that we receive on deposits and margin loans within TD Waterhouse, so
there has been an offset to the decline in trades per day. There is also a fairly significant foreign
exchange impact in these figures, as well, which has tended to exacerbate the decline of revenue in the
TD Waterhouse business based in New York. 

Expenses also look high this quarter, at $502 million. You can see that that really is not down from the
last quarter, same number as last quarter, although revenues were down about 3 percent. We have been
investing in the infrastructure and systems in Canada, in particular.  We have a systems build, higher 
planning in IA payouts and hires, higher severance in Canada and a rebranding exercise that continues in
Canada. 

Total revenue for the year is $2.606 billion; that is up 13 percent. So I think sometimes we lose sight of
the full-year impact here. This has been a very good year for top line in the wealth businesses at 13
percent, and expenses have grown by 6 percent over this period, as well, so displaying quite positive
operating leverage over the full-year period. 

Slide 18
Looking at the net income numbers $67 million this year, $40 million of which is represented by TD
Waterhouse. Again, the figures are down from both last quarter and last year. Over the year versus the
fourth quarter last year, TD Waterhouse trades are down a full 25 percent. The rest of wealth is more or
less flat, in terms of revenue. So it's $40 million for TD Waterhouse and $27 million for the rest of wealth.

Net income for the year, up 45 percent, as Ed mentioned, to $368 million, a very satisfactory result, given
the environment. And we reported a positive economic profit for the first time, I think, since we have been
reporting the economic profit figures. So again, a great result. 

Slide 19
The operating statistics for TD Waterhouse are as follows. As I mentioned before, we have dropped
trades, or trades per day have declined by 5 percent to 83,000 trades per day. That's down 25 percent
from the 111,000 trades per day reported last year, same quarter. Margin loans up from last year, but 
down slightly from last quarter. Marketing expense same as last year, down from last quarter. The
operating margin is, again, not very strong this quarter, reflecting the lower top line numbers. Customer
assets are fairly stable from last quarter, and up slightly from last year.

Slide 20
Very good story in our mutual fund market share results. Our total share year-over-year is up 10 basis
points, but our long-term share is up a very substantial 47 basis points on a year-over-year basis. As Ed
mentioned, for two years in a row, we have been the second-largest or second-highest net sales of long
term funds in the industry, and our volume growth Q4 over Q4 of last year is almost 12 percent. So this 
has resulted in very strong earnings in the retail mutual fund business, reflected in the rest of wealth
management businesses that we talked about on the previous page.

Slide 21
Moving onto wholesale.

Slide 22
In wholesale we had a declining revenue trend continue this quarter. It has been a tough quarter for
trading businesses. We have been able to offset that reduction in top line through the reduction of
expenses. Expenses are down mostly through lower incentive compensation expenses, as you would
expect, and lower severances from the previous year. On a year-over-year basis, though, the results in
the wholesale bank are quite strong -- our revenue up 8 percent to $2.215 billion and expenses only up 1
percent to $1.289 billion. It's been a very good year. This quarter, though, we had very weak trading-
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related income. It is related mostly to fixed income underwriting and the institutional equities business, 
although most of our trading-related businesses did not have a strong quarter. 

Slide 23
The core lending portfolio -- we changed the disclosure somewhat here. We have now given you the total
exposure, total net exposure. That is the drawn, the undrawn, including LCs and LGs. You can see that
the rundown in the portfolio continues, total exposure at $20.9 billion. Part of that relates to foreign 
exchange, obviously. US dollar loans are going to be less in Canadian dollars than they were in previous
periods. But there has been a general lack of demand for corporate lending in Canada, where most of our
business is. The quality of the portfolio remains exceptionally high. As Ed said, no impaired loans for two
full years. The credit loss number that we disclosed in this segment relates to credit protection, and it is 
running at the $12 million per quarter, a level that we saw last quarter, as well. The credit protection has
gone down slightly to $4.4 billion against this portfolio, but that represents almost entirely the stronger
Canadian dollar versus the US.

Slide 24
Finally, then, looking at the net income and return on invested capital for the wholesale bank, 20.9
percent ROIC. That is a good return, but down from very strong returns earlier in the year. And net
income at $126 million, although the same as last year, unfortunately is a continuing trend from an
exceptionally strong first half of the year. But net income for the full year at $607 million up 11 percent
from the $549 million last year, and economic profit of $278 million up a large 70 percent from last year.
So again, very good, very satisfactory, total year results. 

Slide 25
Looking at some risk metrics, the first one, value at risk -- you can see that the usage of our VaR
continues to decline now. It is declining for two reasons. One is that we have actually taken less risk in
the wholesale bank, but the other reason is that we have had very benign markets; they have been low
volatility markets. And that can change at any time. So if you happen to see VaR usage tick up in the 
future, it may likely be because of the change in the underlying volatility of the markets. But, again, it has
declined over the period.

Slide 26
Looking at the distribution of daily capital markets related revenues for the fourth quarter, you can see
that there were about three or four days where we had losses, and there were a few days where we had
fairly significant gains. There were four days, in fact, where we had gains of over $10 million. I will caution
on the use of this chart. It's not really a very useful chart when you are looking at the VaR usage. There 
are a lot of things that go into these gains and losses, some of which do not relate to taking risks. For 
instance, we did have a large gain this quarter that related to a reorganization of one of our customers. It
was a very good transaction for the bank, but it did not represent a risk position that the bank took. So, 
again, you can't always get a very complete view of the kind of risks we're taking by looking at this is 
histogram.

Slide 27
And, wrapping up the discussion by looking at the corporate segment -- decomposition of the major items 
in our corporate business line. 

Slide 28
As we said, the non-core lending portfolio had the large reversal of the sectoral reserves. That
represented $101 million post tax, so the rest of the non-core portfolio made $23 million. We had the
interest on income tax refund that we talked about, $18 million post tax. 

We have an item here called other, and you might wonder why I'm putting other on here when it has a
zero balance. That is a net of many items. It also includes the legal reserve that we mentioned earlier in
the presentation of an after-tax amount of $38 million cost. We also have in this section earnings on
excess capital. As the bank generates more capital, it does not need that capital in its business units, so it
resides in corporate. It earns a return, and that return is recorded in that line. We also have fairly large
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unallocated tax benefits that reside at the corporate center and are not allocated to business units, and a
number of other smaller items which all net out to zero.

Unallocated expenses at $9 million. And the impact of AcG-13 -- which, again, I will remind you is the
marked-to-market loss on the credit protection that we bought on the core portfolio -- turned into $11
million post tax, $18 million pretax. 

Slide 29
Non-core lending portfolio -- this may be last time I show this slide -- $1.2 billion. I think that is not
material. $0.9 billion is non-investment grade; $0.3 billion is investment-grade. This is becoming less and
less of an issue. 

Slide 30
And the usage of actual specific loan losses during the period -- you can see that we started off using
very large amounts of the sectoral reserve on a quarterly basis. And over time, that amount dwindled, and
in fact, for the last three quarters it has been a negative balance. And even the negative usage of the 
sectoral this quarter was very small. If we have reversals of specific loan loss provisions that came from
the sectoral in previous periods, we will be very careful to disclose that to you, as it really represents a
reversal of sectorals, recharacterized as specific loan losses. There is the long list of sectoral reversals,
totaling just about half of the full sectorals that we set up in the third and fourth quarters of '02.

And that concludes the formal presentation. We would be happy to take questions at this point.

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

Ed Clark - TD Bank Financial Group - President & CEO

We'll start with the floor. Are there any questions from the people here? Ian, start off?

Ian deVerteuil, BMO Nesbitt Burns  

The first question is for Andrea. We are sort of four to five months into you doing away with the EDLP on
the five-year mortgages. Did that help at all in terms of spread? And did it have any impact on share?
How do you think this is working, now that you have done away with it? 

Andrea Rosen - TD Canada Trust - President  

It had a slight impact on share -- on margin, slight improvement in margin. No impact that we can discern
on share. And I would say the biggest impact has probably been on mix, because our branches are now
selling more variable-rate mortgages, compared to what they were before. And we think that is partly a
function of the sort of corporate de-emphasis from the best-rate mortgage. 

Ed Clark - TD Bank Financial Group - President & CEO

Michael?

Michael Goldberg, Desjardins Securities  

I have a question about dividend policy. If you could just refresh for us, in terms of  payout objective and
also, in light of the step down that your tangible common, as a percent of risk-weighted assets, is going to
take post the Banknorth transaction, what impact that would have on dividend policy, as well.
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Ed Clark - TD Bank Financial Group - President & CEO

Just to remind you, our dividend policy is to have our dividend payout  ratio somewhere between 35 and
45 percent. What we have always said is that dividends should be driven by income rather than the 
amount of surplus capital. And so I think you can assume that, as our income grows, our dividends will
grow in line with our income growth. And, while there will be a step down in the case of Banknorth, we are
confident that the capital ratios that we will have at the end of the acquisition leave us in good shape. But 
if we need capital to do further acquisitions, we will raise it rather than squeeze dividends. Dividends will
be driven by earnings.

Michael Goldberg, Desjardins Securities  

Can I just follow up on that? Because Dan did go through an exercise of adjusting earnings, so  it
becomes a little bit unclear, when you say that be dividend is based off of earnings, what earnings you
are actually talking about.

Ed Clark - TD Bank Financial Group - President & CEO

It's a good point. Let me talk about the adjustments. As Dan said, this is an area that we struggled with,
because it is hard to know what the right thing to do is. It's clear to us that when you look at our results 
you do want to back out intangibles. And we promised the market that we would back out the sectorals.
And in our case, the sectorals include all recoveries from impaired loans, whether the provision was
originally set up by the sectoral or set up previously through PCLs. And, as we said, we believe that
backing out the AcG-13 is correct, because we have acquired a set of credit protection, and we think that
if the credit markets turn and go positive, or the credit spreads widen out, we are going to start getting 
gains in AcG-13, and we would say back those out, don't put those in ongoing earnings.

So we think those things are pretty clear. We think the write-down of the goodwill was pretty clear, when
we wrote down the goodwill. We think that the Enron provision was probably pretty clear. It has a nature
of like setting up a sectoral. 

I think our problem gets that when you get beyond that, and we have mentioned lots of items here,
whether it's the Visa travel points, whether it's the ABM cost that we said to set up the outsourcing 
agreement that we took at the end of this quarter, the litigation numbers -- I think our view is that it's better
left for the investment community to decide which of those items they want to take as recurring and which
ones they want to take as nonrecurring. Dan mentioned the interest refunds that we get on our tax 
provision. We always call this the recurring/nonrecurring item, because it reflects the fact -- it really
reflects how we do our tax filing that we tend to have a -- we set it up in a way that we know that we will
get periodic interest on, because of the way we choose to file, which is very conservatively.

In terms of, then, the dividend policy, I think that's where you get into judgment. And so, we are clearly
running -- when we set the dividend, we go to the Board and we say, what do we think are clearly
sustainable earnings, and what are we comfortable increasing the dividend? Because, obviously, you
wouldn't want to increase the dividend and find you get significantly ahead of yourself in terms of the 
earnings potential. So it does give you an indication of what, obviously, is in our head as to what we see
as the underlying momentum in our earnings. But it's not a perfect mathematical formula that we are 
doing, it's a judgment call. 

Michael Goldberg, Desjardins Securities  

But just to keep it simple, should I be looking at the primary picture that you look at, as if I take  the
dividend in 2004 of $1.36, that number on the $3.75 adjusted that you show or on the $4.11, excluding
amortization of the intangibles that is reported? 
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Ed Clark - TD Bank Financial Group - President & CEO

I'm not sure what the numbers look like. Today, we are running a 36 cent a quarter --

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

I think the best way to look at it, Michael, is at the point of declaring the dividend. I think, to go back  and
look at what might be a restated earnings number and an historical dividend amount -- I'm not sure how 
useful that would be. But if you look at our current earnings this quarter, in the range of $0.90 to $0.91,
$0.92 -- whatever you want to come up with. And we are paying a 36 cent dividend. So that sounds like
about 40 percent, and right in the middle of the range. So I don't think we're doing anything that is
surprising or unusual.

Ed Clark - TD Bank Financial Group - President & CEO

Jim?

Jim Bantis – CSFB

Two questions. Very good year in 2004, operationally and financially. As we turn the page,  looking at 
2005, could you talk about your EPS growth objectives and your ROE targets, taking into consideration 
the Banknorth deal? 

And then my second question, to Bob, would be, in the context of a first half/second half scenario, are you
seeing the signs early on, with respect to perhaps volatility returning and pipelines improving for a better 
second half, in terms of '05 on the wholesale side?

Ed Clark - TD Bank Financial Group - President & CEO

As to your first question, I'll take it literally, because I think -- and we're not trying to be  difficult with you,
but I think we are trying to get out of the earnings forecasting game. And the reason we want to get out of
that game is that we are not convinced that we have any better knowledge than you have about some of
the underlying drivers of our business. So if you take the wealth management area, clearly, the main
driver will continue to be, for a while, what trades per day is. And you are as good at guessing that 
number in the next year as we are. What we try to do is provide you with a sense of what happens with -
how driven we are by that number. Equally, in the case of Bob's businesses, it is very much driven by 
what happens in capital market activity.

So I'll take your question literally, that you're sort of saying, well, what kind of target number, what we
would like to see happen. And we would like to see -- we're going to put out our annual report, and when
you see our annual report we are going to be saying for the bank overall, we would like to be in the 7 to
10 percent earnings per share growth number. We think that is a reasonable number to target as an
institution, and we said for some time that for the TDCT, a kind of 10 percent growth number is the kind of
number we'd like to see. I used to say we do that, as I said, over three years. Andrea and her team
managed to do it in two years, but I would think 10 percent would still be the kind of target number that we
would like to try to see in that business. And certainly, in the case of Bill's business, we tend to look and 
say, what kind of asset growth number do we like to see? And we would like to see a 10 percent plus 
asset growth number because, in the long run, that is how you are building your franchise.
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I think what we're saying with respect to this quarter is that TDCT, I think, had a very good quarter. I think
it was a quarter, which was a good quarter, despite the fact that we took a number of very high expenses
this quarter that wouldn't necessarily be recurring. I think I am clearly saying that in the wealth
management the numbers belie what we think is the running rate, but we have got fundamentally a
running rate that is better than the numbers. On the other hand, we're saying that in the case of TD
Securities, the opposite is the case -- the number looks good but, if you look at the revenue number,
which we think is a pure indication of how the business is running, it was not such a great quarter. And we
are noting that we did get some income this year off the non-core bank and that that, by definition, is 
starting to go rapidly away. So those are the considerations that we would come to, in looking forward.

Bob Dorrance - TD Securities - Chairman & CEO  

And the second part of the question, Jim -- certainly, most secondary markets have improved in terms of
volume traded, no matter what market we have been involved in. And the new issue business has picked
up, as well; the pipelines have improved. It's off of a very low base, with respect to where we got to in the
month of October, which was, I think, very poor. But certainly, initial signs -- and it's very early in the year
-- is that things have picked up post the election in the States.

Jim Bantis – CSFB

With respect to just a specific line item, the trading revenues dropping to about $200 million versus, even
if you take about an eight-quarter average, roughly about $300 million. To what extent -- obviously,
August and September were weak periods in terms of volatility in volumes versus, as Dan had mentioned
in several comments, in the context of pulling risk out of the wholesale bank. Has the volatility in the 
volumes come back? Should we get back to historical levels with respect to trading? 

Bob Dorrance - TD Securities - Chairman & CEO  

Let me see if I can take me -- we are not getting into the forecasting business. No, we haven't  taken
risks. 

Ed Clark - TD Bank Financial Group - President & CEO

But you are in that business.

Bob Dorrance - TD Securities - Chairman & CEO  

We are. I think, if we had similar markets, if those markets existed two quarters from now  that existed two
quarters previously, I think we would have the same level of capital and risk in the game. So, if we play it 
right, we would make the same level of income. There is one business that we don't have, which is
captured in the equity-related trading, and that is the convertible arbitrage business that used to reside in
TD Securities, and then went off and became a hedge fund. So that, you can see in that line, started to 
wind down in the first half of the year. 

We are rebuilding some part of that business, but we're not expecting to replicate that business. On the
other hand, we're investing in new businesses, and we are hopeful to find areas to grow the trading-
related line overall. 

Ed Clark - TD Bank Financial Group - President & CEO

Quentin?
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Quentin Broad – CIBC World Markets – Analyst  

Just in terms of the corporate segment, which you have said is winding down -- but in terms of
understanding, Dan, your comment that the excess capital goes in there, so you have gone earnings
coming off of that -- which, I guess, is the offset amongst a number of items to the $38 million litigation
reserve. So, if we were to back that out, your income tax refund is recurring / nonrecurring. So is there
any number -- because that won't purely go away to zero, if we believe that excess capital will stay there,
although does that all get sucked away with Banknorth? 

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

It gets used at that point.

Quentin Broad – CIBC World Markets – Analyst  

So, once that happens, then this will become a net zero?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Well, the earnings on excess capital will get quite close to zero.

Quentin Broad – CIBC World Markets – Analyst  

And then, secondly, just in terms of the wealth side, obviously the first half of the year was very  good; the
back half has been under stress. You think, Ed, you've got some better than presented upside. So if we 
can understand where, particularly Bill, you're going to focus, given there are some things that you just 
can't deliver on, according to Ed, which is you can't encourage the trades per day up. So what other
things are you going to do to make the business work better if that doesn't specifically happen, or trades
per day move up but not aggressively?

Bill Hatanaka  - TD Bank Financial Group - EVP of Wealth Management  

We're very confident that our mutual fund business, after a year or two of fine-tuning, is ready to  become
a significant profit contributor to the bottom line in wealth management. We also think that the build-out of
the infrastructure that will allow us to continue to move forward on the advice-based businesses is right
on time. So we believe that, on a staged basis, that various advice-based businesses that we run within
wealth management will increasingly become either profitable or more profitable, and we are right on
time.

Quentin Broad – CIBC World Markets – Analyst  

And what specifically -- when you say build-out, is this numbers of IAs? What are you talking about when
you say build-out?

Bill Hatanaka  - TD Bank Financial Group - EVP of Wealth Management  
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When we talk about the infrastructure, it's the product, service and solution continuum. It's the technology 
infrastructure around advisor workstations. It's the training in practice management. It's the premises. It's 
kind of the overall infrastructure that you need to basically conduct a consultative practice. 

Quentin Broad – CIBC World Markets – Analyst  

So that means those costs -- I'm trying to understand what -- is this revenue driven, or that will be  a
cease -- you just stop spending and allow revenues to start dropping? 

Bill Hatanaka  - TD Bank Financial Group - EVP of Wealth Management  

I believe that the revenue side of the business will continue to move forward, as our client-facing advisors 
continue to increase on a very straightforward basis, and our expenses have basically -- are including a 
significant ramping-up of the overall IT infrastructure spend, rebranding initiative and some variable 
compensation from the higher revenue, as well. 

Ed Clark - TD Bank Financial Group - President & CEO

Andre-Philippe?

Andre-Philippe Hardy – Merrill Lynch – Analyst  

Dan, the tax rate was quite low in the quarter. Can you talk about why, and what to  expect going forward,
please? 

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Sure. The fourth quarter tends to be -- in the past has been a low tax quarter. There is a component at
times of trueing up or catching up and squaring the tax expense. There was some of that this quarter. But
having said that, I think generally, you should look at the average tax rate for the year as the run rate for 
the year. So we were below the run rate this quarter. I think, if you were to go to 23 or 24 -- whatever the
average was for the year -- percent, then that would be a better expectation for next year.

Ed Clark - TD Bank Financial Group - President & CEO

Michael?

Michael Goldberg, Desjardins Securities  

I still have a few questions. First of all, what is the latest litigation provision all about?

Ed Clark - TD Bank Financial Group - President & CEO

It's really a hodgepodge of different things. I think it would reflect that -- I think, if you talk to everybody  in
the financial services business, that when we look across all our businesses, so it's not just one business,
we find that there is more activism on this front, and the kind of settlements that you're coming to are
higher than what historically would have been the case, or you're settling in cases where you might not
have settled because it's just not worth the hassle of going through and defending yourself. And so, 
again, as part of trueing up at the end of the year, we went across the board and said, look, this is clearly
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a more difficult atmosphere to be operating in; we had better make sure that we have got adequate
reserves. So there isn't a single item; there is a series of items in different businesses. 

Michael Goldberg, Desjardins Securities  

And secondly, can you tell me what you're seeing for business loan growth in  Canada and the United
States, both in terms of volume and pricing? 

Ed Clark - TD Bank Financial Group - President & CEO

Bob or Bharat, do you want to talk a bit about that?

Bob Dorrance - TD Securities - Chairman & CEO  

Loan growth has changed in nature, and so loan activity, especially in the States, has been very  active,
except what you're seeing is that the institutional market is capturing quite a bit of the market share. So 
it's not staying on bank books. So, when we see our core loan portfolio runoff, we've had a reasonably
active year originating loans in our New York office. But they've tended to be term loan B's, and we've
placed them with the institutional marketplace. Our holds are dramatically lower.

In Canada, the loan demand has been more sporadic, and has been M&A-related. So, as you see M&A
activity pick up, you're seeing a pickup in the demand for loans. I would say that -- and Bharat might want
to comment on rate and structure, but as a general comment, I think there has been -- rates have -- 
margins have been coming down, especially in the US. Margins are better on M&A-associated lending
than on just traditional lending. And structure is also becoming more of issue, in terms of standards are
loosening in the States. 

Bharat Masrani - TD Bank Financial Group - EVP of Risk Management  

You covered it all, Bob, I think.

Michael Goldberg, Desjardins Securities  

And I have one other question. In the slide that Dan presented on net interest margin, I am just
wondering, in a high-rate environment, what do you figure the margin on money in would be?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

In a higher rate environment?

Michael Goldberg, Desjardins Securities  

Yes. In other words, where on regular deposits you pay nothing, and you earn very low margin on  those
deposits, also. 
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Ed Clark - TD Bank Financial Group - President & CEO

We could take that question under advisement, because I am not sure that we have actually --  maybe
Andrea -- 

Andrea Rosen - TD Canada Trust - President  

Well, I think the trend line -- did we do a trend line for money in on the slide?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

We did, but I think Mike is asking about money --

Ed Clark - TD Bank Financial Group - President & CEO

Going forward.

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Pardon me -- money in or money out?

Andrea Rosen - TD Canada Trust - President  

Money in.

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Money in?

Ed Clark - TD Bank Financial Group - President & CEO

Oh, money in?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

I thought you said money out.

Ed Clark - TD Bank Financial Group - President & CEO

I thought you said money out, too, so that's why I was struggling with --

Andrea Rosen - TD Canada Trust - President  

We would have to go back to historic levels. That's really what you're asking, what were  money-in
margins, when rates were higher than they were today? 
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Michael Goldberg, Desjardins Securities  

Yes.

Andrea Rosen - TD Canada Trust - President  

That is as good an indicator as anything else we could predict -- we could turn to. But the answer is
higher. And we have consistently said interest rate increases, on balance, helps our business. But it takes
some time for that to flow through because of our hedging profile. Tractor rates still are running off at
higher rates than the new rate of the tractors  going back on. So that is higher, but not all at once. 

Ed Clark - TD Bank Financial Group - President & CEO

And I think the other factor that we don't know is what the competition will do. How much will they give
these higher margins back to the consumer? And so, I think that has been quite an interesting event to
watch over the last few months, to see how people are -- where are they repositioning themselves?

Maybe we could go to the phones. Are there questions on the phones?

Operator  

Jamie Keating, RBC Capital Markets.

Jamie Keating  - RBC Capital Markets  

I can address this question to Andrea. I am curious about the P&C insurance contribution, if  you might
help us just understand how helpful that has been overall in '04 versus 2003, and perhaps also elaborate
on what you're hoping to see from some of these other businesses that you're planning on performing 
better in -- for example, I guess, small-business and so on? 

Andrea Rosen - TD Canada Trust - President  

Well, the answer is the insurance businesses have been very helpful in driving our growth in '04 versus
'03. You see in the supplemental information the amount of revenues, the incremental revenue that has
come from insurance, and that is largely Meloche.

But you are asking a broader question about the whole super growth category, and I guess what I would
say is, it is Meloche Monnex now, but Meloche Monnex won't continue to grow at this rate indefinitely. We
still anticipate good growth next year, just not at this rate. And the reality is you don't want all pistons to be
running at the same time, at the same pace. So I would say next on deck is probably small-business and 
creditor insurance. There have been some launch of new creditor insurance products that will start to 
drop to the bottom line next year and the year after, and small-business in particular, I think, is poised to
show very good growth next year, for a whole variety of reasons. And I think, following   that, following up
the rear will be good growth in our commercial banking numbers. And that's a longer sales cycle, as all of
you know, the wholesale business. But there are a lot of things in place to drive that, a lot of relationship
building activities that are going on right now, and have over the past year. So I would say that a sort of 
the lineup. Ed, do you want to --?
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Ed Clark - TD Bank Financial Group - President & CEO

No. I think that's great.

Jamie Keating  - RBC Capital Markets  

That is helpful. Could I also just ask Dan, while I have got you, just an update  on the VIE and how we're
doing there? 

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

We were very active in the last quarter, Jamie, at restructuring the bank's VIEs. We were able to
restructure virtually all of them, save one or two small ones. So we anticipate that assets going on the
balance sheet of the bank next quarter will be in the range of around extra $600 million, so not a material
amount.

Jamie Keating  - RBC Capital Markets  

Excellent. So we should adjust that. Okay, that's great. So you're not taking advantage of any of this
leniency at the regulator?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Don't need to.

Operator  

Shannon Cowherd, Smith Barney.

Shannon Cowherd  - Smith Barney  

I am just following up on the question Jim asked earlier. You said you were hoping for, overall, 7 to 10
percent EPS growth. Off what base? Is that the $3.75 base? And did you provide any targets for ROE
and Tier I capital? 

Ed Clark - TD Bank Financial Group - President & CEO

Well, I guess it's the same answer I gave to Michael. I think it depends on -- I am  not sure that year-over
year it is going to matter much, depending on whatever adjustments you want to make. But if you take the
91 cent number that we have been using, then I think we're saying 7 to 10 percent off that 91 cent 
number would be a good basis of what we would like to be able to do. I didn't say we will be able to do it.
I said what we would like to be able to do.

In terms of ROE targets, we don't tend to, to be honest with you, to look very much at the ROE number,
because that, with all due respect, is in accounting number. And if you are amortizing your intangibles, 
you can improve that number just every year, as you amortize away your base. So we tend to drive the
whole bank on ROIC, which adds back in all the goodwill that we spent, and we try to earn economic 
profits in each of our business segments. So I know we are a little out of step with everyone else, but we
think that that is the correct way to look at your businesses. 
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Shannon Cowherd  - Smith Barney  

And then Tier I? No?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

The Tier I goal -- most of the other banks have a goal that is quite under where they currently  are. What
we try to do, really, is focus our capital based on the tangible common equity ratio, and something in the 
range, in the high 5 percent range or 6 percent range, perhaps, would be viewed as a good minimum 
level of capital. But we don't have a target, per se, in terms of capital ratio. I am not sure what use that
target would serve. 

Shannon Cowherd  - Smith Barney  

And then, one last question. On your consolidated statement of income there is a line item, other. It's
jumped majorly from '03 to '04; it's like $1.2 billion right now. Can you just kind of shed some color on
what is in that number?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

I think I got the question right. I think you are looking at page three in the supplemental, other/other, line
21?

Shannon Cowherd  - Smith Barney  

I don't know if it's in the supp pack. I'm actually just looking in the press release.

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

I think that is what you are looking at. There are a number of items that go into that line. For  instance, in
2004, the accounting guideline 13 losses go into that line. So that was over the last four quarters. I don't 
have the exact amount, but I'm guessing it's in the range of $50 to $60 million pretax. 

Also, I mentioned that we took a special reserve this quarter relating to the Visa travel points. And I
mentioned that it tended to reduce the card services revenue on line 14 of that page. I said that the
amount that we took this quarter was $21 million. All of that, of course, is absolutely correct. But we did
have, as well, on top of that, a reclassification this quarter which took $13 million out of other/other and 
reclassified it into line 14, which was previous small catch-ups in the Visa travel accrual. 

So, having said all of that, the amounts in other/other really do jump around over time. They often result
from special or unusual items, so I think short of taking an analysis of all those special items over a large
number of quarters, I would say that there is nothing significant or systematic in those numbers, other 
than the accounting guideline 13, which is a new expense or a new contra or loss to revenue that was
booked this year.

Ed Clark - TD Bank Financial Group - President & CEO

Other questions on the phone?
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Operator  

Sumit Sujal , CSFB.

Sumit Sujal - CSFB

On Banknorth, there was a quote from the AIC today that you might be holding your    capital in
anticipation of taking your stake up to two-thirds. Is this under consideration? 

Ed Clark - TD Bank Financial Group - President & CEO

No, I don't think we have ever said that we're holding capital back. I think we have been quite clear on
what we thought the net tangible common ratio would be at the close of the deal. And what we have also
said is that, when we get there, what our capital strategy with respect to Banknorth will be will reflect
whether or not we anticipate doing further acquisitions, or the timeframe in which we anticipate doing
further acquisitions. If that timeframe looks like it's going to be a long time, then obviously we will then
look at whether or not we would buy Banknorth shares and exercise our rights. If it turned out that we
thought there was going to be an acquisition pending fairly soon, then we might well choose to use the
capital to help fund that acquisition. So we will decide when we get there which strategy we follow.

Sumit Sujal - CSFB

As of now, raising your stake in Banknorth to two-thirds is not under consideration? Am I right?

Ed Clark - TD Bank Financial Group - President & CEO

It is neither not under consideration nor under consideration. We will get the deal closed. And as I say, at
the time we get the deal closed, then we will look and we have two options -- one is to use our capital to 
make acquisitions or, two, to use our capital to raise our ownership position in Banknorth. And we will
decide that when we get there and what the circumstances are. 

Operator  

Steve Cawley, TD Newcrest.

Steve Cawley - TD Newcrest  

Andrea, I've got a question for you. We have got a large P&C player who is coming public shortly. And it
seems as if the intent is to raise capital in order to assist in consolidating the industry. Would Meloche
Monnex benefit at all, and how would they benefit from an acquisition, and what kind of acquisition would
that be?

Ed Clark - TD Bank Financial Group - President & CEO

The question is, would Meloche Monnex benefit from an acquisition? I guess the simple answer is 
Meloche Monnex has benefited from several acquisitions. We did the Canada Life Assurance; we have 
just done the Liberty Mutual. So, if we can find acquisitions that create shareholder value and are 
consistent with our business model -- you have to understand that Meloche has an organic business 
model that is superior, and so it constantly takes market share in this market, and slow growth markets 
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and fast growth markets. And so it probably needs to make acquisitions less, but if it can make 
acquisitions that reinforce that business model and earn good money for the shareholders, then we would 
obviously pursue them. 

Steve Cawley - TD Newcrest  

Can you give us a sense of what the ROIC of that business is?

Ed Clark - TD Bank Financial Group - President & CEO

Meloche Monnex would tend to operate around the 18 to 20 percent rate of return.

Steve Cawley - TD Newcrest  

It's time to take it public, I think, Ed.

The second question I've got is for Bob. Bob, a lot of the conference call yesterday was talked about the
shape of the yield curve, and the negative impact that the flattening of the yield curve was having on the
US operations of Bank of Montreal. Can you talk about the shape of the yield curve and its impact on the
investment bank this quarter? 

Bob Dorrance - TD Securities - Chairman & CEO  

Yes. I think, to the extent that movement in the yield curve resulted in reduced activity in trading volumes,
in anticipation of where rates might go or what might happen in the yield curve, we would have been more
impacted just by the general activity level. I think it's fair to say that the drop-off in the interest in credit
trading-related revenue in the quarter was a function of reduced activity in the fixed-income markets, and
also the significant tightening in spreads that has occurred throughout the year. So we had a very tight 
level of credit spreads in the quarter, with not a lot of activity, not a lot of volatility. And it was not 
conducive to a trading quarter.

Steve Cawley  - TD Newcrest  

Maybe one last one. The $1.84, $1.85 -- you said at the beginning of the call that 2005 looked like it was
going to be equally benign, in terms of the credit environment. So does that mean -- it means to me that
the dollar isn't really having a lot of impact on our core borrowing accounts. Is that true? 

Ed Clark - TD Bank Financial Group - President & CEO

Maybe I'll just clarify. I think our comments about credit were with  respect to the wholesale bank, where
what we were saying was that recoveries have not been as much of a factor with us. And then, when you
look at the quality of the portfolio, while we think eventually there has got to be some PCLs, we hardly see
a dramatic shift in the number of PCLs in 2005. 

I think we have a different view on the commercial side, where we have underscored – at almost every
analyst meeting, I think I have been almost perfectly incorrect in timing the turnaround in commercial,
because I keep promising it next quarter. So we have been surprised for two years here at how benign
the environment is on the commercial side. I would say, when we look at our files, we can't see real 
problems. But your gut would tell you that you can't have this kind of run-up in the exchange rate without
many of our clients feeling enormous business pressure. In general, they seemed to have positioned 
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themselves well, in terms of their balance sheet. But I think you would have to assume that somewhere
here, this will start to show up in losses. 

Maybe we will go back to the floor. Quentin, did you --?

Quentin Broad – CIBC World Markets – Analyst  

On the insurance, Ed, just so I can make sure, the insurance revenue net of claims -- is  that both
premiums earned as well as investment income, so everything that is insurance revenue, and then you
just take out provisions for claims? 

Andrea Rosen - TD Canada Trust - President  

No.

Quentin Broad – CIBC World Markets – Analyst  

So what does that line represent?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

That is basically insurance premiums collected less claims paid. 

Quentin Broad – CIBC World Markets – Analyst  

So where would we find the investment income --?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

NII.

Andrea Rosen - TD Canada Trust - President  

NII.

Quentin Broad – CIBC World Markets – Analyst  

And no capital gains coming through out of that line?

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

No.

Ed Clark - TD Bank Financial Group - President & CEO

Michael?
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Michael Goldberg  – Desjardins Securities  

It seems to me that there may be some parallels between Banknorth and the acquisition of Canada
Trust. And what I am wondering is, and you probably don't have the answer to this at your fingertips, but if
you looked at personal and commercial before Canada Trust, what do you figure that the ROIC would
have been? What was the immediate step-down after the acquisition of Canada Trust? And what do you
expect that the step-down in ROIC will be in P&C after Banknorth? 

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

We have thought of that, Michael.

Ed Clark - TD Bank Financial Group - President & CEO

Surprise, surprise. Every once in a while, we have thought of something.

Dan Marinangeli - TD Bank Financial Group - EVP & CFO

Yes, we do think. Before we bought Canada Trust, the ROIC -- and again, we didn't call it ROIC --  but a
comparable ratio would have been very high in TD Bank, because we had not purchased much in the 
way of retail properties. It would have been in the 30 percent range. When we bought Canada Trust, you
will recall that we paid about 20 times earnings, so that implies that you are putting, at the margin, ROIC 
on at about 5 percent, the inverse of the earnings multiple. So we took a bank that was about 60 percent
of the combined -- i.e., TD bank was about 60 percent of the combined entity at 30 percent, and we then
added 40 percent of the combined entity at 5 percent. You can work out what it does, but it has one heck
of an impact on ROIC. I remember Quentin asking early in the process, what is the return? I think you
may have called it something else -- what is the total return of TD Canada Trust? And I think, early on, it
was around 16 percent. So I forget whether that was right at the purchase inception, Quentin, or whether
it was a couple of quarters later. But it would be in that range. So it took the ROIC down by a very
significant amount, because it was such a large proportion of the total business, once we bought Canada
Trust, and we paid such a high multiple for the earnings. 

Now, in the case of Banknorth, I think we have modeled what the impact on ROIC of the bank will be. We
have not modeled what it would be on TD Canada Trust, because we are not going to combine it with TD
Canada Trust. But it has a fairly significant impact on ROIC at the bank level, and I believe, from memory,
it's about 3 or 3.5 percent. 

Ed Clark - TD Bank Financial Group - President & CEO

If there aren’t any other questions, I think we will call it a day. Thank you very much.
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