
 

1 

T D  B A N K  G R O U P  

2 0 1 2  N A T I O N A L  B A N K  F I N A N C I A L  S E R V I C E S  C O N F E R E N C E  

M A R C H  2 8 ,  2 0 1 2  
D I S C L A I M E R  

THE INFORMATION CONTAINED IN THIS TRANSCRIPT IS A TEXTUAL REPRESENTATION OF THE TORONTO-DOMINION 
BANK’S (“TD”) PRESENTATION AT THE NATIONAL BANK FINANCIAL SERVICES CONFERENCE AND WHILE EFFORTS ARE 
MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR 
INACCURACIES IN THE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALL. IN NO WAY DOES TD ASSUME 
ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED 
ON TD’S WEB SITE OR IN THIS TRANSCRIPT. USERS ARE ADVISED TO REVIEW THE WEBCAST (AVAILABLE AT 
TD.COM/INVESTOR) ITSELF AND TD’S REGULATORY FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. 
 

F O R W A R D - L O O K I N G  I N F O R M A T I O N  

From time to time, the Bank makes written and/or oral forward-looking statements, including in this presentation, in other filings with 
Canadian regulators or the U.S. Securities and Exchange Commission, and in other communications. In addition, representatives of 
the Bank may make forward-looking statements orally to Analysts, investors, the media and others. All such statements are made 
pursuant to the “safe harbour” provisions of, and are intended to be forward-looking statements under, applicable Canadian and 
U.S. securities legislation, including the U.S. Private Securities Litigation Reform Act of 1995. Forward- looking statements include, 
but are not limited to, statements made in this presentation, the Bank’s 2011 Management’s Discussion and Analysis (“MD&A”) 
under the headings “Economic Summary and Outlook” and, for each business segment, “Business Outlook and Focus for 2012” and 
in other statements regarding the Bank’s objectives and priorities for 2012 and beyond and strategies to achieve them, and the 
Bank’s anticipated financial performance. Forward-looking statements are typically identified by words such as “will”, “should”, 
“believe”, “expect”, “anticipate”, “intend”, “estimate”, “plan”, “may”, and “could”. 
 
By their very nature, these statements require the Bank to make assumptions and are subject to inherent risks and uncertainties, 
general and specific. Especially in light of the uncertainty related to the financial, economic and regulatory environments, such risks 
and uncertainties – many of which are beyond the Bank’s control and the effects of which can be difficult to predict – may cause 
actual results to differ materially from the expectations expressed in the forward-looking statements. Risk factors that could cause 
such differences include: credit, market (including equity, commodity, foreign exchange, and interest rate), liquidity, operational 
(including technology), reputational, insurance, strategic, regulatory, legal, environmental, and other risks, all of which are discussed 
in the 2011 MD&A. Additional risk factors include the impact of recent U.S. legislative developments, as discussed under “Significant 
Events in 2011” in the “Financial Results Overview” section of the 2011 MD&A; changes to and new interpretations of capital and 
liquidity guidelines and reporting instructions; increased funding costs for credit due to market illiquidity and competition for funding; 
and the failure of third parties to comply with their obligations to the Bank or its affiliates relating to the care and control of 
information. We caution that the preceding list is not exhaustive of all possible risk factors and other factors could also adversely 
affect the Bank’s results. For more detailed information, please see the “Risk Factors and Management” section of the 2011 MD&A. 
All such factors should be considered carefully, as well as other uncertainties and potential events, and the inherent uncertainty of 
forward-looking statements, when making decisions with respect to the Bank and we caution readers not to place undue reliance on 
the Bank’s forward-looking statements. 
 
Material economic assumptions underlying the forward-looking statements contained in this presentation are set out in the 2011 
MD&A under the headings “Economic Summary and Outlook” and, for each business segment, “Business Outlook and Focus for 
2012”, as updated in subsequently filed quarterly Reports to Shareholders. 
 
Any forward-looking statements contained in this presentation represent the views of management only as of the date hereof and 
are presented for the purpose of assisting the Bank’s shareholders and Analysts in understanding the Bank’s financial position, 
objectives and priorities and anticipated financial performance as at and for the periods ended on the dates presented, and may not 
be appropriate for other purposes. The Bank does not undertake to update any forward-looking statements, whether written or oral, 
that may be made from time to time by or on its behalf, except as required under applicable securities legislation.
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 Peter Routledge  - National Bank Financial Group - Analyst  

 
 So with that out of the way, I would like to introduce you to our first speaker, Tim Hockey. Tim, thanks for joining. 
 
Tim's primary responsibility is leadership of TD'S Canadian banking segment, more commonly known as TD Canada Trust. Tim is also responsible for 
leading TDs to North American business, TD Auto Finance, and the Bank's credit card business. He's been with TD for over 28 years. 
 
Tim also serves on the Board of Directors for the Sick Kids Foundation, the largest non-governmental granting agency in children's health in Canada, 
and is Chair of the Hospital for Sick Children's Research and Learning Tower campaign. 
 
So, Tim, thanks for joining us. 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Thanks for having me. 
 
 
 Q U E S T I O N  A N D  A N S W E R  

 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 So, just to kick off, what are your key messages for investors today? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Well, I think most people know the TD story. Obviously, I'll primarily cover the -- my own responsibility. But we've had a great year in 2011, and we've 
had a great kickoff to 2012 in our first quarter. 
 
The story of the businesses that I run is fairly simple. We try to compete on service and convenience, and we are winning on both fronts, I would say. 
We had an interesting year from an activity point of view on M&A, with -- over the last, call it 15 months, with the acquisition of MBNA Canada now, and 
just busy integrating and digesting that, as well as Chrysler Financial and -- to create our North American business. 
 
So it's been a great year, and it's been an interesting year at the same time. So, happy to answer any questions you have. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Okay. So, if I think back to where TD was about ten years ago, and to where it is today, we'd find quite a transformation. So, the next question that 
comes to mind is, how will TD transform itself, or, will TD transform itself as profoundly over the next ten years, and how might that play out? 



 
 

 
 
 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Yes. Well, if you go back to 2002, and then contrast that from where we are today, we were much more capital markets intensive. We were domestic 
only, really. And so, the decision and the guide-path we've been on is to become a true North American player. And so we've now established that as 
our -- both our goal, and actually achieved that, to the point where we're now arguably number six, number seven in the North American space. 
 
If you said, fast forward another ten years, will we be as changed from that position? I don't believe so. There is an enormous opportunity in front of us in 
North America at large. We see that as being a great opportunity for us. So if you -- I don't think, if I was back at this conference looking back, I don't 
think we would have had as dramatic a change, and we would have solidified that position as a large player in North America. That would be my guess. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Yes. Where is TD most ambitious about building its business? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Again, North America. No question. And we believe that the US is an opportunity for us. We continue to look at other opportunities globally, but we're 
big believers in leadership and focus, and we find that if we get the leadership in place, and we get the combined focus on any particular area, we're 
better off marshaling our efforts and really taking those markets. 
 
I think, again, simple strategies, well executed over a long period of time, we think is where the value is created, versus a more diverse approach and 
trying to lay bets here, and here, and here. We try to concentrate our energies on the winners. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 So, you mentioned the US. I don't want to get into names or specifics, but broadly, there's two ways to go about building our US business. You can 
continue to do de novo, complemented by the odd bolt-on acquisition, or probably over the next couple of years, there will be some transformational 
acquisition opportunities. 
 
How do you look at them? And how you deliberate, in terms of whether to make a bigger, perhaps more risky acquisition? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Yes. Given the dominance we now have in the chosen market cap, East Coast, so we have -- I think everybody knows, we have 1,300 stores now, from 
Maine all the way down to Florida. The only state along the coast that essentially we don't have a presence in is Georgia. And so, that has been -- and 
that's essentially a third of the market in the US. And I'm often reminded at how powerful each one of those individual states -- the GDP of any one of 
those states would be equivalent to a European country. 
 
So, these are all massive growth opportunities that we're only just starting to penetrate. And if I -- I think the stats -- I mean, New York City has more 
deposits just in New York City than all of Canada. So you really get the sense of the opportunity, just to deeper penetrate the markets that we are 
already in. 
 
So, now that we've got that foothold, and our footprint is where we wanted it to be, the question is, what comes along that would help you on that front? 
Would you consider jumping over to the other coast, for example? We've had those conversations multiple times. Opportunities do come up. But that 



 
 

 
 
 

would be very much akin to a decision like we had when we first entered the United States. You're literally going with no synergies, the opposite side of, 
again, a very different approach. 
 
So, we look at an acquisition very differently than we would have done four, five years ago. We no longer feel like we have to establish a strategic 
foothold, or even solidify and cement that foothold. We feel quite comfortable with our position now. Now, it's through a different lens. Financial 
attractiveness, we obviously have the synergies available to us that we wouldn't have, on a number of acquisitions. And so, we can afford to be, quite 
frankly, a little bit more -- much reserved, cautious, and choosy about the opportunities to take from here. And so that's the approach we would take, 
going forward. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Okay. The other -- TD, by its very model, generates excess capital. I think it's fair to say, if you look at what TD earns in relation to risk-weighted assets, 
it's pretty high -- it's the highest in Canada. An outgrowth, A, of your weighting towards retail banking and commercial banking, and B, you have a big, 
profitable efficient franchise that generates a lot of earnings. 
 
So, with that excess capital, if you look back over the last ten years, TD's reinvested in building its platform in the United States, and has maintained a 
lower target payout rate, dividend payout range, and has bought back less shares than peers. 
 
How will the Board think about that, going forward? Will there be more of a intentional shift to return more capital to shareholders, or are you still of the 
view that our priority is growth through investment? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 And we do discuss it, and obviously, the Board has multiple conversations in terms of what our approach is. Let me start with the premise that we are, 
and continue to be, a growth company. And so, our payout range of [35 to 45], we are smack dab in the middle of that, and we remain commanded to 
that range. 
 
If at any time we believe our growth will slow down, that would warrant a change in that. That would be a discussion that the Board would have. But we 
start with that premise that says, we will grow our dividends commensurate with our growth and our earnings rate, and that's what we've done through 
the mass -- whatever number of years, and that's still our trajectory going forward. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 And your priority is to reinvest in your business (multiple speakers) -- 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Absolutely. You asked the question earlier, about whether -- well, how do we feel, de novo organic versus acquisition. You have to remember, at the 
same time as doing acquisitions, whether it be Chrysler or MBNA or South Financial Group, we've also been growing on a de novo basis. Branches in 
the US, 35 to 35 new stores, in Canada, 20 to 25 new stores. I think the stat is, one out of every three new branches opened up in Canada over the last 
five years were TD. And here in Quebec, we see very much an opportunity. We've gone from just over 80 branches to -- you know, 100, I think we're at 
110, something like that, in Montreal in particular, because we see this as just an enormous opportunity for us to grow. 
 
And again, I've never felt capital constrained, because each one of those operations does very well. In fact, our new branches opened here in Quebec 
tend to grow faster than new branches opened up in suburbs of Toronto. 
 
So, we have multiple growth strategies, and it's probably fueled by that dividend. 



 
 

 
 
 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Since we're on Quebec, we'll switch to your business, retail banking, or Canadian banking. And stick with the Quebec strategy. The conventional 
wisdom is, you have two players with roughly 70% of deposits in the province. And that that is a material barrier to entry for other players, 
notwithstanding the actions TD has made. And there are other banks that have articulated a Quebec growth strategy, to try and take share from the 
incumbents. 
 
What will make TD succeed where maybe some of -- some other players have failed? How do you go and steal a share from an incumbency that has 
70% of the market? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Well, when we first embarked on a higher growth strategy in Quebec a number of years ago, we examined all of those premises. In fact, was there 
some sort of natural barrier, given the incumbents here? 
 
And what we found is, is that our offering -- and our offering is dead simple, as I said. We win on service and convenience. So literally, our stores are 
open, our branches here in Canada are open over 50% more hours than the competition, on average. 50%. Not 1-5, 5-0. That hours advantage, that 
convenience advantage, is actually higher in Quebec than it is in the rest of the country. The indigenous players here, the incumbents, actually provide 
less convenience to Quebec residents than you could get in Ontario. So our advantage is even greater. That's the first thing. 
 
Service levels, same thing. Our service provision across the country is where we compete. We find the same thing here is an advantage. And it turns out 
that the average consumer in Quebec is saying pretty much the same as the average consumer of financial services in the rest of the country, or in 
North America, for that matter. They love better service and better convenience. 
 
So that's our basic premise. It works. And as I said, we find, if we put a branch down at a new corner, a couple years later, it will come back, and we've 
got our -- at least our natural share of that particular market. 
 
And so, when we look back over the last number of years at the branches that we have opened, and we compare them to our new branch openings in 
other parts of the country, they actually have a higher trajectory. So we see that as being ratification of our strategy that says, you plunk a branch down 
here, and you've got great opportunities for growth. So that would be sort of just open new branches, and your presence gets larger, and you grow 
commensurate with that. That's one strategy. 
 
The second is, that we've established much more of a -- what we call a key Quebec approach, that we've combined all of the various different 
businesses, whether it be our TD Securities business, our wealth management business, our branch system, our commercial bank, and we've taken all 
those teams and said, now, your job is to win Quebec. What does it take to work collectively to make sure we are winning those new client relationships, 
winning local markets, pooling our sponsorship and our marketing dollars together, because we are still a relatively small player. And the numbers, 
again, over the last five years, would say that -- that it is working, it is winning. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Okay. A lot of talk -- and we have a speaker today about this, on the state of the Canadian household, and how today's current levels of debt might play 
out, say, over the next three to five years. I'd like to get your thoughts on that. But maybe, I'd just talk about the most vulnerable households in TD's 
lending portfolio, say, households that have a total debt service ratio in excess of 35%. How material is that exposure within your book of business? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 



 
 

 
 
 

 Yes. Well, the first answer is, it's not material, and like every other financial institution in the world over the last few years, stress testing has become 
quite a -- it's almost a cottage industry in financial services. So we stress our portfolio multiple different ways. 
 
If I back up to your primary question, which is, what's the overall state of the consumer in Canada, and where are we worried and where are we not, the 
way we look at it is, for a number of years now, we've become increasingly concerned about the ever-increasing levels of consumer debt in Canada. 
And it's less from a point of view of when we stress our scenario -- our portfolio, we are worried about our own book, because the nature of where the 
growth is coming from, notably real estate secured lending, and the portfolio insurance that we have, the consumer-bought insurance that we have, 
would say that even in a very severe stress test scenario, and I'm talking 30% plus declines in home prices, 14% unemployment rate, and a 4% spike in 
interest rates, in that sort of scenario, combined over a couple of years, TD continues to do very well, including that segment that is upper -- higher debt 
service ratio. And that's not just in real estate secured lending. That's in our credit card book, and our other unsecured lending as well. 
 
So, we look at that and say, well, that would be a pretty tough situation. It looked a lot like what happened in the US, but frankly, we continue to make 
money. We don't burn into our capital reserves at all, in that scenario. 
 
So that makes us -- it's not a fun situation, of course, but it makes us much more sanguine about the overall risk. 
 
Our approach is much more on a -- call it public policy, social policy. It's not good for the country to go through that particular scenario, and we believe 
what's good for the country is good for TD, and vice versa. 
 
So, the last couple of years, we've been saying, how do we work with the industry association, the CBA, with government, with the Finance Minister, with 
our regulator, and say, what's the right way to curtail consumer debt growth here in Canada? So what's happened? 
 
Very much, the Finance Minister has been quite prudent in, over the last three or four years, introducing additional steps to curb, notably, real estate 
secured lending. You've seen the growth in unsecured debt basically stop, credit card and unsecured lines of credit has essentially stopped growing. 
The growth continues to be in real estate secured lending. 
 
We were advocating, up until recently, for a couple of more changes for CMHC and the Finance Minister to make, notably, move to 25 year 
amortizations. And commensurate with that, establish a floor qualifying rate for all consumers that would be higher than what they can get currently. So, 
obviously, everybody knows the lowest rates you can get on the market now for a 4, 5 year mortgage is 2.99%. If everybody qualified for, call it 5%, 
5.5%, then the most at risk consumer, first time homebuyer, would be protected on the upside from -- if their payments were to jump when interest rates 
inevitably rise. Those were the two that we were advocating for. 
 
What's happened, literally, as recently as last week, is that OSFI has come out with its guidelines for comment. We have about a month, as an industry, 
to review those guidelines. And as we -- our early path assessment is that they are actually -- they will have much the same effect in terms of dampening 
real estate secured lending as most guidelines. So we're saying, okay, that's good. That will take the air out of the balloon a little bit. Let's watch to see 
what happens. Let's get clarity on what those rules mean. They'll look to imply them, and then they'll have an effect over a period of time, and then you 
will see what, if any, additional measures are. 
 
So, if you asked me two weeks ago how I felt about the ever-increasing consumer debt loads, I would have been more anxious than I am today, 
because I've now seen what OSFI is willing to do, and we're trying to work out the ramifications. I believe that will have a further dampening effect on 
growth in that particular segment, so that's good for the country. 
 
Now the commensurate effect is, that that will also mean, from a revenue growth rate, the revenue growth in banking, I believe, over the next few years 
in Canada will continue to be slow. So now I've got to manage that from a day job point of view as well. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 So, you just slow down an issue spend, or is there other -- maybe a larger rationalization program potentially in your future? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 



 
 

 
 
 

 The way we look at it is, we've had the advantage, back to your earlier question, of being a growth company both in the US and as well, as in Canada. 
Our target rate for earnings growth has always been about 7% to 10%, but in Canada, in particular, over the last decade, we've been able to achieve 
14%, something like that. And the way we've done that is by having revenue growth rates a couple of points higher than the industry, and expense 
growth rates, as a result of that, a couple of points higher. 
 
So that's done two things. It's generated higher earnings overall, but it's also built up quite an investment portfolio of projects that we have on the go 
inside TD that -- I'm not sure that my competitors have quite as large a portfolio, because of that sort of long-term compound annual growth rate and 
expenses. 
 
So I see that both as an opportunity to -- you know, as those projects get implemented, they continue to drive revenue growth, but they're also an 
opportunity for us to slim back that investment portfolio to take advantage of some cost savings that I'm not sure the competitors have quite the same 
opportunity. So that would be one way we would approach it. 
 
But we also believe that a lower for longer interest rate environment and a slower revenue growth environment isn't a one year phenomenon. It [does 
not] feel like this is a number of years out. And we are approaching this as if this is a multi-year phenomenon, which then forces you to say, okay, what 
would you do differently in your delivery mechanisms? Are there, as you say, larger rationalization opportunities? And so, we're exploring all of those. 
 
But our strategy has not in any way changed. We went on service and convenience, and our financial model is, all of our businesses know that you can 
only grow your expenses inside your growth rate in revenues. So we've had the benefit of huge growth rates in revenues, but as those growth rates 
come down, so does your expense growth rate. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Okay. Another part of your business that's new is the MBNA credit card business. I think now you're the number two credit card provider in Canada? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Number two, number one -- we'll see when the numbers come out. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Yes, okay, fair enough. (laughter) So how much revenue cushion does that give? Because -- I mean, that is a much higher spread product. Does that 
give you some more flexibility, and what's your broader question, what's your overall strategy for credit cards? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Yes. So, the short answer is, it does certainly give us some revenue cushion, and you'll see our year over year numbers for this year obviously will be -- 
obviously, augmented as a result of the MBNA acquisition. So we're a couple months in, and what are we finding so far? 
 
To tell that story, I should probably back up to why we love this deal. And it's because, if you go all the way back to, again, ten years ago, when TD 
bought Canada Trust, at the time, if you remember duality in Canada, which is, the issuing of both MasterCard and VISA was illegal, and so TD was 
forced to sell off the Canada Trust MasterCard portfolio. 
 
So rather than having the 20% plus of this sort of basic bank account business and the mortgage business, we had about a 6% share of the credit card 
business. Well, we were number five player, when we were arguably number one and number two in everything else on personal financial services. 
 



 
 

 
 
 

So, over that last decade, organically, we've been looking to cross-sell our existing customer base, and we've moved our share from, say, 6% to 9%. 
What that has meant is that the MBNA model of acquiring X-branches is not something that we've had to become good at. We were very good at cross-
selling our existing customers through our branch channel. 
 
MBNA has a completely different set of skills, and they have a portfolio akin to ours. So when the opportunity to buy MBNA came up, we see it as an 
incredible strategic fit, lots of skills that they have that we can learn from, completely finely tuned distribution model that, frankly, we've never had to 
develop, affinity relationships that are very, very aligned with our TD Meloche Money Affinity Insurance business, so a whole bunch of synergies there. 
 
And when we look at the portfolio itself, there are certain portions of the portfolio, notably the teaser rate business that we're not comfortable with, so 
that's why we'll run that portfolio down a little bit. But the economics of that business, we very much like, and now that we've acquired it and closed on 
the deal, we're quite thrilled about what we have and the performance to date. 
 
So, we got it for very cheap, a little over 1% premium, so we like the strategy. We certainly like the price we paid, and we very much like the platform for 
growth. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Do you have opportunities to take that platform to the US? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 We think so. That's why we created a North American credit card business. That's relatively recent. We just did that commensurate with the purchase of 
MBNA, because our -- the banks that we had acquired in the US didn't have a credit card manufacturing business. It was notably a distribution retail 
storefront, and they had prior relationships with card providers, manufacturers, if you will, that they sold and got a fee for. Never penetrated very much 
the store system there. 
 
So, it doesn't make a whole lot of sense to create a brand new credit card company and have one in Canada and one in the US. We've created one 
North American business, and the way we think of it is, the team here that manages and creates, if you will, the strategies and the cards themselves for 
Canada, also does that on behalf of [Barrett's] team, and his team is responsible for distribution and sales. We have a -- we just have an enormous 
opportunity to penetrate our US stores with credit cards. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 The other big North American business is TD Auto Finance. Maybe -- you closed the acquisition last year, began the restart, really, of the Chrysler 
platform. Maybe give an update on where that business stands, how many dealers do you have, how many are now transacting fairly regularly with the 
Bank? 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Yes, so we're now almost a year anniversary in. If you remember, at the time, we said -- again, made a lot of strategic sense for us, because we had 
become quite comfortable with auto lending here in Canada, both in the prime end and non-prime space, and grown quite significantly since our 
purchase of VFC back in '05, '06. 
 
In buying Chrysler Financial in the US, we bought a -- what was a captive platform that was, frankly, dormant. It didn't have the funding, the deposits to 
lend. And so, we went from a standing start of essentially zero in March of last year originations, to now doing around -- say, call it [700 a month, million 
in a month], in originations. 
 



 
 

 
 
 

We also said at that time that we aspired to have maybe 5,000 dealers at maturity. And we're now at 7,700 and counting. 
 
So, what we found is that we're able to ramp up quickly, but clearly, we're able to deploy the low cost deposits we have so much excess of in the US, 
and that it's a proposition and an offering that is -- that dealers like. 
 
What we've also found, however, though, is that we're not the only smart bank out there, I think, in the US. They've all realized that, wow, auto lending is 
a growth opportunity. The auto sales, of course, are rebounding off their huge crash levels. And so, they're entering the market. And in the prime space 
in particular, margins are narrowed pretty dramatically. 
 
So, we currently, from a risk appetite point of view, as we continue to convert what was a captive into an independent player, and a bank owned and 
bank regulated independent player, that there's a whole bunch of remediation efforts that we just need to do, and so, we've said, we're going to be pretty 
pristine in going into prime only. 
 
And so, we're waiting, literally, as I said, it's almost a year for those first cohorts to essentially mature, and we're saying, have we validated our risk 
models? Because we will not look to expand our [buy box] of credit in that space, especially in markets outside our footprint, because we're a national 
auto lender, but we're not a national bank. So we'll have dealers in California and Texas, etc. 
 
So because we don't have the benefit of the learning inside our bank, we want to mature those cohorts and say, are we getting the risk and the write-off 
rates that we expected when we originally put them on? So that sort of learning is all coming through between now and sort of the summer months, and 
then we'll say, all right, how comfortable do you feel about becoming a more full spectrum lender? You know, inside our risk appetite. 
 
But we see it's a great opportunity for growth over the next few years. But it's a -- it's going to be a process to fix it up. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Okay. Just a -- maybe just one final question, and it's on -- 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 (multiple speakers) one in the back. Somebody's got their hand up. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Oh, yes, let's go out to the audience. I beg your pardon. 

 

Unidentified Participant  

 
 Thank you. My question concerns the synergy between the Chrysler, the credit card business, and your branches. Could you comment? You touched 
upon it a bit before. And the second question is, I understand about 45% or 50% of TD revenue comes from the United States. How have you provided 
oversight for the acquisitions in the United States? Because (multiple speakers) Toronto. 

 

 Tim Hockey  - Toronto Dominion Bank - Group Head, Canadian Banking Auto Finance and Credit Cards,TD Bank Group, President & CEO,TD 
Canada Trust  

 
 Sure. So, from a synergies between the stores, the way we think of it is, the credit card business is -- to expand in the US, it's very much dependent on 
our store strategy. So we are not looking to issue credit cards -- we don't have the capabilities to issue a credit card to a customer in Arizona. We could -



 
 

 
 
 

- we don't have the risk appetite, nor, as I said earlier, ex-learning and being comfortable with what MBNA does by direct distribution in Canada, we're 
quite a ways away to saying we're comfortable doing that in the US. So our distribution strategy is very much through our stores. 
 
But to give you the upside here that we see, just as an example, I was sharing, in Canada, branch based distribution of banks generally, and TD in 
particular, I think is very good. And because of that strategy that I said, which was to cross-sell our credit card, our existing customers a credit card 
through our TD Canada Trust branches, we sell, on average, 30 credit cards per month per branch in Canada. 
 
In the US, even though we've got a lineup of cards, TD brand, it's a good value proposition, the cross-sell, if you will, culture, is still relatively dormant. 
And so, the number last year was one. So -- pause there for a second. Thirty in Canada, one in the in the US. This year, that number is double -- two. 
 
So I see that as nothing but enormous upside over a year, but it takes a long time. By quarter -- you have to put all of the systems in place. The reward 
and recognition, the cross-selling culture, the incentives at the salesperson level. 
 
So, we have 1,300 stores from Maine to Florida. We only have 1,150 in Canada. If we can get even close to that type of cross-sell penetration of the 
customer base in the US -- and I don't actually aspire in the short term to get to 30. But if we got to 5, 10, 15, that's incredible upside and synergies for 
the credit card business. 
 
The auto business, less so, because the auto business, our North American business, is pretty much an indirect offering. It's through the dealer. It's 
when you buy a car, and you sit in the F&I manager's, and you say, I need financing. So that's very much an indirect play. There is some synergies in 
our footprint with our wholesale floor plan lending, and our retail loan offering. But that is only on the East Coast. 
 
Your second question, around governance of these acquisitions and revenues, we have a US Board, we have a Canadian Board. And the regulators on 
both sides of the border very much see their responsibilities around governance. And in fact, you'll find the earnings of our US operations, notably the 
Chrysler Finance acquisition is mostly in the US, the US regulator has oversight. I operationally manage it, but you find from a segment, when we report 
out segments, the earnings segment are reported (technical difficulty) -- earnings in that segment are reported (technical difficulty). The earnings in that 
segment are actually reported in the US bank's earnings. 
 
So, but -- we've got -- I don't think we lack for governance, short answer. 

 

 Peter Routledge  - National Bank Financial Group - Analyst  

 
 Is there any more questions? Okay, well, with that, I'll thank you for joining us, and wish you all the best for the year. Take care. Thanks, Tim. 
 
 
 

 
 


