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Good afternoon – if everyone would take their seats, we'll get started.  

Our speaker this afternoon is Ed Clark, President and CEO of TD Financial Group. Mr. Clark was 
appointed to this position in December 2002.  Prior, Ed held senior positions in the federal 
government from 1974 to 1984, and then from 1984 to 1991 was with Merrill Lynch, Canada, and 
Morgan Financial.  

In 1991, Ed joined CT Financial and in 1994, was appointed President and CEO of CT, and that's 
when he got experience with respect to First Federal out of Rochester. Upon the merger of TD 
Canada Trust in February 2000, Ed became Chairman and CEO of TD Canada Trust.  

Ed . . . 

Ed Clark – President & CEO, TD Bank Financial Group 
 
Slides 1 and 2 
Thanks Kevin. I’m delighted to be here.  

Slide 3 
Basically, in running the bank, I have a pretty simple strategy.  I think most of you know the 
strategy is to concentrate within businesses and between allocating capital, between businesses 
on the places where we can get the highest risk adjusted rate of return.  So for every dollar of risk 
that we take, can we get the highest rate of return and can we find the growth spots in each of 
those businesses so that we can grow those high return businesses.  

It's not, as I think some people would think of it, it's not necessarily that we won't take risk or 
volatility, but we do insist on confining that volatility to each of the business segments in which we 
operate.  

And so, what I've said to you on a number of occasions is we will not let the wholesale business 
steal the high P/E value that's assigned to our personal commercial business that's relatively 
repetitive in its earnings pattern. We insist that the wholesale business operate within the capital 
that it has, and take risks that are commensurate with the capital that we've assigned that 
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business, which in our case is $2.5 billion, rather than to borrow the capital of the entire bank and 
thereby, in fact, steal some of the P/E attributed to the retail business.  

Equally in the case of TD Waterhouse, obviously another very much more – even more than 
wholesale – volatile business. What we fundamentally insist is that business has to break even, 
even in the worst part of the cycle and so then we, in a sense, leave it to the investment 
community to decide how to in fact value that business on a standalone basis.  
 
I think the other characteristic that we have is, you know, under-promise, over-perform, make 
sure that the investment community knows what's going wrong in our organization.  I figure you'll 
figure out what's going right on your own. You don't need my help to do that. My job is more to 
make sure you understand the things that aren't working so that you can, in fact, make a 
reasonable decision.  

This graph shows that we do earn significantly more for every dollar of risk that we take than our 
competitors. When we roll in Banknorth into that, it will come down. Banknorth doesn't earn what 
we earn on per dollar risk-weighted asset, but it does earn more than our four other bank 
competitors.  

Slide 4 
Obviously all this doesn't mean much if we don't translate it into earnings and that's the important 
thing in the long run. Can we steadily grow our earnings? We have been trying to take out some 
of the extraordinary items, and particularly in the last number of quarters.  I think all of the banks 
are benefiting, and in our case, not just from sector releases, but also recoveries of past loan 
losses. We don't think those are sustainable. We don't believe that the credit cycle has been 
abolished, and so when we look at underlying earnings, we take those out.  

And basically, we’ve moved from 2003 in the first half, from about 70 cents of earnings to the 
second half, about 80 cents in earnings, and I'd say we see ourselves running about 90 cents in 
earnings in 2004.  

Slide 5 
So those are the kinds of numbers that we look at and we use that number to determine 
dividends. And basically, in terms of dividends, we're running at 35% to 45% payout ratio, but on 
average 40%.  As you can see, when you multiply 40% times what we see the sustainable 
earnings, you see the dividends move up there. Our position on earnings is pretty straightforward.  

On dividends -- which is earnings drive dividends -- if we have excess capital that we can't 
redeploy, we will in fact give that back to the shareholders through buybacks rather than 
permanently increasing the dividend payout ratio.  

Slide 6 
The key is that we have three fundamental businesses, and the good news is that all of them are 
growing and so all of them have contributed to that earnings performance.  Year-over-year, year-
to-date, the personal & commercial bank is up 15.5%, wealth management is up 95%, and 
wholesale is up just under 14%. In terms of fundamental strategies, it's not very complicated.  

Our personal & commercial bank, and I'll get into this, has two just core strategies.  It’s got to now 
build a better bank, having built the bank, which was the integration of TD and Canada Trust.  

And secondly, it has to take advantage of the fact that it has less than its normal market share in 
a number of key businesses and it ought to be able to super grow those businesses so it 
produces better than average profit growth relative to our competition.  
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In the case of the wealth management area, it’s to fundamentally exploit the franchise that we 
have in TDCT, but fill in there our gap on the wealth management advisory side. And in the case 
of the U.S., it is basically take advantage that we are in the sweet spot of discount brokerage and 
we ought to take advantage of being in that sweet spot to outgrow our competition.  

And finally, on the wholesale side, again, we have a very simple strategy.  We're running a full 
domestic dealer and we have an under-exploited asset. We believe that over time we can grow 
that slightly faster than our competition, and we will now have re-shifted our capital markets group 
globally to make it a more niche player. Let me take you through each of these strategies.  

Slide 7 
As I indicated, in the case of the personal & commercial bank, they really had excellent, excellent 
profit performance. But their first job is now to -- having integrated TD and Canada Trust -- is to 
go back over that integration, work our way through, and really achieve what I want to achieve, 
which is that we have a clearly distinctive better bank.  
 
And that means that it produces on a consistent basis a better customer experience. I would say 
we are not wholly satisfied that we are there yet, and that's the task that we have to do over the 
next three or four years -- is to get the kind of end-to-end processing, that we produce that kind of 
error-free comfortable experience.  

We also, I think, have been challenged on the market share side. We lost a bit of market share 
during the merger, as you would expect, but we have been gradually reducing the rate at which 
we've lost market share in some of the commodity products, particularly in the mortgage area and 
the term businesses. I would hope that in the next couple of years that we would stabilize that 
market share and then as we complete the building of a better bank, we should be able to 
achieve slight market share increases in this area.  

I don't think we should be unrealistic, having done this game before. At Canada Trust, we were 
able to take 20 or 25 basis points of market share from the banks per year.  I think that's the kind 
of order magnitude you're looking, even in the good -- in the best case -- scenario. I think as part 
of the core business, what we really want to do is make sure we're holding our market share in 
this gradually, through having better attraction, better retention, and have slight increases in our 
market share as we execute that plan.  

Clearly though, a second element of that is managing your expenses.  Now I'm one who does not 
believe there is, in fact, a contradiction between managing expenses and producing a better 
bank. Indeed, I believe that all those things that you have to do to manage expenses are the 
things you have to do to run a better bank, and they're all around process engineering. That is the 
fundamental thing you have to do to produce a better bank.  

Slide 8 
Could we go to the next slide? The other thing of course that we're dealing with that puts 
additional pressure on us is that margins are coming down in this business. I've spoken about this 
before. I think the industry allowed economic profit to creep into the commodity products -- 
basically the mortgage business and some of the basic simple savings products. I don't think 
that's a sustainable model.  There are enough new entrants on the periphery all the time that will 
come into this field and squeeze out that economic profit.  

So as an industry, we have to take our cost structure down so that we can earn the kind of 
returns that we've historically earned while living with these narrower margins. That's certainly 
what we've been doing at TD Bank, bringing that efficiency ratio down.  
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In the graph, the gap difference is fundamentally different because we have two acquisitions that 
we're rolling through with the restructuring charge.  So if you actually want to know what our true 
ongoing efficiency ratio is we're down -- it's 57.5%. So we've made significant progress despite 
the fact that obviously the revenue line has been impacted by the declining margins.  

Slide 9 
On the growth side then, the key is to take the businesses where we have less than our natural 
market share and leverage off the strength of our franchise to grow those businesses faster than 
normal. But this isn't, you know, rocket science. This isn't breakthrough technology.  

This is basically, in the case of credit cards going back -- we were prohibited from marketing the 
credit card to the Canada Trust population -- going back in and marketing.  That's why we've had 
such rapid growth in our credit card area.  

In the case of small business, Canada Trust wasn't as significant a player as the banks were in 
small business, so we've been able to grow our market share in small business.  

Commercial will be a little longer cycle. It's a longer sales cycle, but again TD would only have 
about a 10% market share in the commercial sector on the major loan side and we believe that, 
with our market presence, we can grow that while staying within our risk limits.  
 
In the case of insurance, we had a setback in terms of our penetration rates in insurance as we 
moved from Canada Trust technology over to TD technology. We reinstalled the Canada Trust 
technology to move us back to best-in-class penetration rates and we've been introducing a 
series of single need products that we think can allow us to grow our life insurance side faster 
than average.  

And of course we've had a tremendous success with Meloche Monnex, as have many insurance 
companies right now, but Meloche Monnex has always taken market share from our competition 
and continues to do so. It's a very high rate of return business because it has a better business 
model and more efficient business model than our competition.  

Slide 10 
At the end of the day, have we translated this into better income performance? The answer is 
yes. Our revenue has grown faster, even adjusting for the acquisitions, and so our revenue, 
despite the fact -- and I'll come to this -- despite the fact that we've had no growth in our 
unsecured lending volumes. This is another gap that we have in the bank, that we do not have 
the right credit technology that will give me confidence that we want to rapidly grow that area.  

So that's been a very important source of growth for people -- for our competition -- that we 
haven't had. We have had basically zero growth in that area. That's also impacted our margins.  It 
tends to have us suffer more margin compression because what's going on here today, the 
margin compression would be occurring on the money inside, not on the money outside, but it's 
being paid for by margin expansion on the money outside as people grow their unsecured lending 
file.  

The good news of that slower growth from the unsecured lending is that we have quite different 
PCL performance. And so I would say that's a real number in the sense it just reflects our 
strategy versus what the other four banks are doing because they are growing that file faster and 
there's a consequent PCL growth that flows with them.  So the net bottom line is that, in fact, 
we've been able to significantly outgrow our competition. We did it last year and we're doing it this 
year in terms of net income growth.  
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Slide 11 
Now I'll turn to wealth management. Basically, as I indicated, we have a fundamentally very 
simple strategy in the case of wealth management, both in Canada and the United States. Can 
we better exploit the franchises that we've inherited in these areas?  

Slide 12 
Let me first turn to TD Waterhouse. TD Waterhouse is obviously a volatile business, heavily 
driven by trades per day. We're trying to get away a bit over time from the dependency on trades 
per day, but if you want the predictor of income in TD Waterhouse, it's fundamentally trades per 
day. It's still fundamentally what's driving that business. We have used marketing dollars as a bit 
of a cushion so that when we make more money we spend more money on marketing, and when 
we make less we cut marketing down. So, in fact, the volatility of the net income number isn't 
quite as severe as the pre-marketing net income number.  

Slide 13 
In terms of the U.S., what's the sweet spot I spoke of? Fundamentally the sweet spot is that the 
active trader market that is really now dominated by Ameritrade. That market has been a great 
market. They obviously have a great franchise but probably over the next 20 years doesn't have 
the growth of -- what we think – of the average investors, and they're coming basically from the 
retail brokerage system that does not find it economically viable to service customers with 
$200,000-300,000 in assets. They are too small an asset base for the full service brokers to 
retain those customers. And so many cases they actually are literally firing those customers or 
the independent advisors in those networks are taking their franchises out of those customers.  

We capture that flow in two ways.  One is, in our own franchise, we capture it because we look 
more what those customers are looking like. We have branches, we have a mutual fund platform, 
we have call centers, we have very personalized service and so we tend to capture those. So if 
you take a look at our account-in transfers, they’re heavily from the full service brokers.  
 
But we also, along with Fidelity and Schwab, are the backrooms for the independent financial 
advisors. And we're growing that force about twice the speed of Schwab so that, in fact, we're 
getting more and more of that because the independent financial buyers are worried about 
Schwab's strategy of getting into the advice game.  

And so they're starting to hedge their bets a bit with Schwab. So we end up getting what we call 
the full service refugees in the two different ways, either from the independent financial advisors 
indirectly or directly when they come to us.  

In the case of our domestic operations, obviously TD Waterhouse Canada has been a huge 
source of profit to our domestic operation.  

Slide 14 
The other lynchpin of our profit is our mutual fund business that has gone very well over the last 
couple of years. We have excellent performance in our mutual funds. We've been able to take 
that performance and extend our franchise beyond our proprietary networks to start selling 
outside our proprietary network, and we've gained market share in long-term funds, which is what 
we measure.  We don't tend to look at market share in total mutual funds because the money 
market number just swings back and forth as customers go from GICs into mutual funds and 
money market then back again. So we've done very well in terms of our mutual fund business.  

Slide 15 
But the key to us -- the key weakness that we have in our franchise, which is what we view as an 
opportunity, is the fact that we are understaffed on the advisory side and we haven't historically 
had the right platform on the advisory side. So we're putting a lot of resources into building the 
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advice side because we know that we have the capability of pushing across or encouraging 
customers to go from our branches into the advice side. Indeed, those customers, if we don't 
have that advice side, will go to our competition. We have an incentive structure and we have, 
frankly, a culture that allows us to move the customer to the best place for them. But what we 
don't have, and haven't had historically, is enough advisors and the right platform and the right 
product set to receive those customers.  

And so what I've indicated to the marketplace is that we've been spending the dollars.  We've 
revamped the model of our retail brokerage system, and changed the compensation model. 
We've introduced --we're introducing different products.  We're introducing a better technology 
platform.  We're introducing sales training, and we're going to gradually build up that platform to 
build the advice side.  

At the same time, we're building up our financial planners. They are basically mutual fund 
salespeople. They target the $150,000 asset customer and they're very closely aligned into the 
branches. That force is growing about 75 people a year and we seem to be very successful at 
doing that. That's the kind of number that we seem to get and those are all on track to meet their 
profit targets as a cohort.  

Overall financial planners -- we'd be losing money on them because it takes about a year-and-a-
half to two years for a financial planner to break even. So by growing it at about 75 a year we're 
absorbing losses, but in the long run we'll have a profitable sales force.  

Slide 16 
In the wholesale area, again we have a very simple strategy, as I indicated. How do we build and 
reinforce the domestic wholesale bank? This is a tough marketplace. There is certainly an 
adequate supply of wholesale banks in Canada, so it's a very tough marketplace. So how do we 
carve out a position for us in that marketplace? And secondly, what to do with our global capital 
markets where we would have a significant presence around the world in varying niche areas. Let 
me talk about each of these.  

Slide 17 
In terms of the --really the overriding factor that governs our view, as I indicated earlier, is that we 
want a wholesale bank that does not ever lose money.  It operates within risk parameters that are 
commensurate with the $2.5 billion of capital that we've allocated that business rather than to 
think of themselves as operating within risk parameters for the capital for the total bank. I think 
that's a fundamental differentiator.  
 
The second differentiator is that we believe in economic profit. And so we have said to the people 
that are running the wholesale bank, you are going to be measured on economic profit and your 
job is to generate economic profit for the bank, the shareholders.  We compensate the top 
management team in the wholesale bank as if they work for the bank as opposed to the idea that 
they work for the dealer. Their interests are aligned with us as shareholders in that institution 
rather than seeing themselves as happen to be working in a wholesale bank that's owned by the 
TD Bank.  

That produces quite a fundamental different reaction within the bank and that's why we've been 
able to constantly withdraw capital.  Because once you're incented to worry about economic 
profit, then you worry about the allocation of capital and you give capital back to the bank if you 
can't productively use it.  
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Slide 18 
The key to that, to the domestic franchise, is having built the capabilities and with the acquisition 
of Newcrest, we think we have quite a solid domestic franchise. I think there are two challenges 
that we face in the wholesale side. One is can we build out the wealth management retail 
brokerage side? So I think we're disadvantaged in terms of some products in the marketplace 
because we don't have the placing power on the retail side – very strong institutional equity 
presence, but weaker presence on the retail brokerage side.  

And second, frankly, is that this is a very long sales cycle to shift people. There are historical 
franchises in Canada and since the TD is down the path of building that franchise rather than 
buying that franchise, transferring those loyalties in a relatively constrained market with tough 
competitors takes a long time to do.  

Slide 19 
On the capital market side, we are significant players in the credit derivative market.  We are 
players in the interest rate, the equity derivative, and the equity options markets, and we have 
really quite transformed these businesses over the last few years, shifting their franchises from 
being directed towards issuers to being directed towards investors. That represented quite a shift 
in what the business model that that skill set was doing. I think we're very pleased with how we 
managed to do that. This remains a significant profit center for us.  

Clearly the critical issue, I think going forward, is that you want to make sure that if you're in these 
businesses that you have very conservative profit attribution accounting rules in place so that 
you're not front-ending profits in these businesses.  You're waiting until you release those profits 
when you've actually genuinely been released from the risk.  

And secondly, you have to make sure that your risk infrastructure grows as rapidly as the product 
innovation cycle in these sectors. And so you'll see in our wholesale bank that we've had quite 
high growth rate in expenses. I think that's inherent. I think the price if you want to be in these 
businesses is that you have to put the money in the risk infrastructure or you're fooling yourself 
over the long run whether you're going to make money.  

Slide 20 
The great news is -- that these three businesses combined, because of the growth that we've had 
in those businesses and because of this focus on economic profit and using capital carefully and 
being very careful about your risk --is that we've obviously had some pretty spectacular increases 
in our capital position. This has allowed us the opportunity to make the decision, as you are 
aware, about whether or not we wanted to simply give this money back to the shareholders or 
whether we wanted to use it as a way to diversify our earnings and go into the United States and 
build ourselves an option for growth. We clearly made that decision. We believe that we found a 
way to go into the United States in an economic way that can provide for future growth and good 
economics for the TD Bank shareholder going forward.  

Slide 21 
Critical to that decision was finding the right platform. We believe that Banknorth is the right 
platform. Number one on our list is do you have a management team that can execute your 
strategy?  Again, I have a very simple operating style. I view my job as trying to figure out where 
you want to go and try to figure out who can take you there in terms of management and, frankly, 
being tough, that if they can't take you there, getting someone who can take you there. I don't 
think managing is, actually, that complicated as long as you state clearly what you want to do.  
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Slide 22 
So going in the United States, I don't believe that within the TD Bank today we have the capability 
of running a personal & commercial bank in the United States. And so I wasn't prepared to go in 
there unless I could find a management team that we were prepared to hire.  Thus rather than 
thinking of this as an acquisition, we thought of it as a hire and looked at Bill Ryan and his 
management team and said that's a team that we would hire any day of the year.  

Secondly we wanted to make sure that it was in the right location and by that we meant had a 
place where we had opportunities for further growth. We do not want to be trapped where we just 
did one acquisition and couldn't go anywhere. That was very important for us.  

And third we wanted to make sure that we had it in sufficient scale, that we weren't inheriting 
someone else's strategic dilemma.  That we had a size that could continue to do the acquisitions, 
absorb the acquisitions that we would like to do going forward and frankly, again, that would be of 
scale to attract top management. Because again --I don't want to sound like a broken record but . 
. . at the end of the day since strategy is perfectly obvious in the banking business -- it's all about 
execution -- it turns out to be all about differentiation and whether you have management teams 
that actually do what they say they're going to do.  

We also then complemented this with a structure that we think is an excellent structure that 
allows us to use our capital in the right way, which is to focus the capital on growth and not use 
up all the capital just to make the acquisition. That allows us to keep a currency outstanding. That 
has two advantages.  

One, it gives that management team, when they're looking at acquisitions, the choice of offering 
either shares or cash. And frankly, has a marker so that I can see whether or not management is 
performing because I keep the retention of all the outside analysts, watching that management 
team and their interests in that stock. And so we like the structure as it is. It's obviously an 
unusual structure, but we think the structure is very good for the TD shareholders.  

Slide 23 
So in the end, what do we have in the TD Bank? Well, we have three basic good businesses that 
operate under the same paradigm, which is managing to increase your profit on a risk-adjusted 
basis. Secondly, where you're all the time scanning your businesses and saying where are my 
leverage opportunities to produce further growth and then taking that capital and trying to find the 
growth avenues for the future.  

The reason why TD Meloche Monnex is doing well today is because what we did in TD Meloche 
Monnex five years ago. And the reason we're going in the United States today is to provide for 
future growth when the under-penetration strategies that we're executing in Canada start to run 
out.  So we start to, in fact, to revert to the mean in terms of growth rates in Canada, we would 
have another avenue for growth. And so that's why I think, in the end, we will have three growing 
businesses going to four.  

Thank you very much. 

Kevin Choquette, Analyst and Managing Director, Scotia Capital 

Questions? 
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Question from the Audience  

Excuse me. Ed, I have a quick question on TD Waterhouse. It appears to be the lowest return on 
capital business that you do have currently.  You talked about the niche in the market that you're 
focused on, not the low end, but the kind of higher end for discount brokers. Can you comment 
with some metrics? Are you gaining share against Schwab and Fidelity, which would be the major 
players there, or are they winning the day, as they seem to be? 

Ed Clark – President & CEO, TD Bank Financial Group 
 
Good question. Can I comment first on the rate of return of invested capital? That's a little unfair 
to TD Waterhouse. We like to report to you, our shareholders, what our rate of return of invested 
capital is all in. So what we do in that calculation is say, what did we actually spend on that asset 
and then what is the return this year on all the money, including all the goodwill, everything on 
there. The one thing you have to be careful on with TD Waterhouse is that when we bought 
Waterhouse, we then sold off our interest in Trimark and the trading, and that turned out to be a 
whack of nice economic profit in that single year.  

We didn't reduce the goodwill, which might have been an alternative way of looking at it because 
we almost acquired TD Waterhouse for free in effect. And so it's a little unfair. They get quite 
irritated when we say -- all in, if you sum the economic profit from TD Waterhouse from the day of 
acquisition, the numbers are a phenomenally high acquisition.  

It was also obviously significantly raised when we brought the minority back in because we paid a 
lot for the minority to take them out. I think that's been a strategy that will reap benefits that won't 
necessarily show up in TD Waterhouse, but is showing up in the rest of our wealth management 
because they're getting the benefits. We did that particularly with respect to the Canadian 
operations, which we wanted to get back inside so that we could use them as a platform to build 
out our retail brokerage network. And so we gave them access to the technology that we had 
there. So I think it's a little unfair.  

And so one way -- the other number that we don't but we're happy to give out to people who want 
it --is we look at operating return on invested capital because what you want to know is that the 
margin, what your rate of return that you're earning for each incremental dollar you're putting in. 
And that would be a very good number in the case of TD Waterhouse.  

In terms of how we're doing, I wouldn't say that we're doing particularly well relative to Fidelity. I 
think Fidelity is doing quite well, it’s very strong franchise, and they'd be doing well in the IFA 
business and in the direct business.  

We clearly have been doing well relative to Schwab and so we always, on a monthly basis, take 
market share from Schwab. So we keep track of that, both in the IFA business and the direct 
business. We probably, as a general statement, you'd say we take market share from the retail 
full service brokers generally – the Merrill Lynch’s or whoever you want to pick -- we will always 
have significant flows into us from those businesses.  

And I'd say because we haven't had an active trader platform -- we're going to be launching that 
this fall -we have been losing market share in the active trader markets to Ameritrade and we've 
been losing market share in the low-end accounts to Scott-Trade. 
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Question from the Audience  

Yes. Could you give us your take on the mortgage markets and the risk inherent in those, overall, 
in the United States and specifically with regards to Banknorth?

Ed Clark – President & CEO, TD Bank Financial Group 
 
Banknorth isn't a major player. I think it has about 17% of its assets in the mortgage business so 
it's not a major player in the mortgage business. They made a conscious decision in the whole 
spectrum of mortgage market in the Boston area to stay away from that area and shut it down two 
years ago because they were nervous about the credit exposure.  I wouldn't claim to be an expert 
on the U.S. mortgage business. So, it's not a significant factor.  

I'd say the key thing to understand -- I mean, the risk in Banknorth, undoubtedly -- Banknorth is a 
commercial and small business bank, a task or retail deposit bank, if you wanted a quick 
characterization of it.  It would also be a significant player in the commercial real estate market. 
When we did our due diligence on them, we stress tested that portfolio against the 1991 downturn 
to satisfy ourselves that we weren't sort of leaping from having been in the telecom utility sector 
worldwide, to now in the U.S. commercial real estate sector. And obviously, if we had another '91 
hit, Banknorth would get hit by that, but it wouldn't be catastrophic to them. 

Question from the Audience  

Ed, what would you view your - the long-term growth rates in your various businesses and where 
do you see the greatest growth opportunity from a core perspective? 

Ed Clark – President & CEO, TD Bank Financial Group 
 
Well, if we start with --in Canada, TDCT --what we've said is, inherently, that's a 6-7%. It's a GNP 
or slightly greater than GNP growth business. We have only said to the marketplace that we 
ought to be producing 10%. And I can say this now because I'm not running this.  So, Andrea 
Rosen ought to be producing 10% plus growth rates in that business because she has this mix of 
6-7% and then above 10% from credit cards, small business and commercial insurance.  

And we've been, as you know, well exceeding that 10%. We got a little ahead of ourselves, but I 
think we'll still look for that kind of 10% growth here for the next couple of years.  Not because 
we're smarter than anyone else, just we have - we're seeing an opportunity and if we just the 
obvious, we ought to super grow that.  

I think you, you know, you then, on wealth management, I think you can think of that business as 
being 10-12% growth business. It should be that again, because we are in catch-up mode.  

And so, as long as our wealth management business – the mutual fund, discount brokerage and 
high net worth businesses – don't under-grow the market, I think they ought to be in the double-
digit range.  But we ought to do slightly better than that as we roll out our advisory platform.  

But that business is not a super profit business. I mean, everyone that's in it knows that. A lot of 
the profit tends to be retained by the people that are on the front line. So there are limits on how 
much that's going to actually make a difference.  
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We certainly think that TD Waterhouse in the U.S. is a 10% plus growth - whether it's 10% or 
15%, but that's the sort of -- it's in that territory. It's - has a sort of steady state over the cycle.  

And I would not see TD Securities growing more than that sort of 5-6% a year. If it does 5-6% a 
year and every year shows us about a 20% rate of return and nice economic profit, I'll be a very 
happy shareholder.  
 
Question from the Audience  

 What percentage of the bank's capital is invested in private equities and hedge funds? 

Ed Clark – President & CEO, TD Bank Financial Group 
 
In hedge funds, it would be miniscule in the sense of where we are. Our merchant bank has a 
few of these portfolios - legacy portfolios -- where we invested in other people's merchant banks -
- so I can't tell you that there won't be some hedge funds in amongst all those. But it would be, 
you know, 1% of our capital or maybe 2%.  I don’t know.  I'll try to come back and get you a more 
precise number.  

But we're very cautious in terms of our hedge funds. I'm a bit of a -- I recognize that hedge funds 
are the new thing and I think our institutional equity desk clearly has actually done quite well in 
servicing those customers, but we're quite careful on the credit side of what we will do to extend 
credit.  

So we, among the Canadian banks, we would certainly be in the less aggressive side in the 
hedge fund business.  Some people inside my organization would say that's a bad thing and 
some would think it was a good thing. But, you know, I've been cautious on that sector. 

Question from the Audience  

 And on the private equity side? 

Ed Clark – President & CEO, TD Bank Financial Group 
 
On the private equity, the person who runs the merchant bank and the private equity --I've given 
the number for both sides – he, Rob MacLellan, runs that whole area. So our propriety funds, we 
don't make such a big difference between the two. 

Kevin Choquette, Analyst and Managing Director, Scotia Capital 

Well, on that note, I'd like to thank Ed for his presentation. Thank you. 
 
 


