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THE INFORMATION CONTAINED IN THIS TRANSCRIPT IS A TEXTUAL REPRESENTATION OF THE TORONTO-DOMINION 
BANK’S (“TD”) PRESENTATION AT THE CITI 2013 US 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 document, 
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 document, the Management’s Discussion 
and Analysis in the Bank’s 2012 Annual Report (“2012 MD&A”) under the headings “Economic Summary and 
Outlook”, for each business segment “Business Outlook and Focus for 2013” and in other statements regarding 
the Bank’s objectives and priorities for 2013 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, 
political, and regulatory environments, such risks and uncertainties – many of which are beyond the Bank’s 
control and the effects of which can be difficult to predict – may cause actual results to differ materially from the 
expectations expressed in the forward-looking statements. Risk factors that could cause such differences 
include: credit, market (including equity, commodity, foreign exchange, and interest rate), liquidity, operational 
(including technology), reputational, insurance, strategic, regulatory, legal, environmental, capital adequacy, 
and other risks, all of which are discussed in the 2012 MD&A. Examples of such risk factors include the impact 
of recent U.S. legislative developments, as discussed under “Significant Events in 2012” in the “Financial 
Results Overview” section of the  2012 MD&A; changes to and new interpretations of capital and liquidity 
guidelines and reporting instructions; changes to the Bank’s credit ratings; increased funding costs for credit 
due to market illiquidity and competition for funding; the failure of third parties to comply with their obligations to 
the Bank or its affiliates relating to the care and control of information and disruptions in the Bank’s information 
technology, internet, network access or other voice or data communications systems or services; and the 
overall difficult litigation environment, including in the United States. 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 2012 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 document are set 
out in the 2012 MD&A under the headings “Economic Summary and Outlook”, and for each business segment, 
“Business Outlook and Focus for 2013”, each as updated in subsequently filed quarterly Reports to 
Shareholders. 

Any forward-looking statements contained in this document represent the views of management only as of the 
date hereof and are presented for the purpose of assisting the Bank’s shareholders and analysts in 
understanding the Bank’s financial position, objectives and priorities and anticipated financial performance as 
at and for the periods ended on the dates presented, and may not be appropriate for other purposes. The Bank 
does not undertake to update any forward-looking statements, whether written or oral, that may be made from 
time to time by or on its behalf, except as required under applicable securities legislation. 
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P R E S E N T A T I O N  

Stefan Nedialkov – Citi Research – Analyst  

…Our fourth and last session of the Canadian banks track, Toronto Dominion. 

TD is one of our two buy-rated stocks. We currently cover the Big Five Canadian banks, so we have two 
buys out of five names. Our buy rating and target price of $95 are based on three points: number one, 
upside from corporate lending, particularly in Canada; number two, the capital generation in the US 
business from moving away from the standardized approach towards AIRB; and number three, 
sufficiently high risk weights of Canadian retail loans, which should mitigate an increase in regulatory 
scrutiny, potentially driven by the ongoing Basel III risk weights review. 

And with this, I'd like to introduce Bharat Masrani, who is the CEO of Toronto Dominion USA, otherwise 
known as America's Most Convenient Bank. Bharat has more than 26 years of banking experience, 
building up his career from a commercial lending trainee in 1987. Bharat is a member of the TD Bank 
Board of Directors. Prior to his role at TD Bank, he served as Vice-Chair and Chief Risk Officer of TD 
Bank Group, a position he held from May 2003. 

Bharat has also served as CEO of TD Waterhouse Investor Services in Europe, SVP of Corporate 
Finance and Co-Head in Europe, VP and Country Head for India, and VP and Head for Corporate 
Banking in Canada. Bharat serves as a Board member on the Financial Services Round Table and is a 
member of the Federal Advisory Council. He and his wife, Shabnam, make their home in Philadelphia 
and have two grown children. 

Disclaimer -- I've been asked to read this. Sorry for the next boring 60 seconds. Disclaimer - at this time, 
I'd like to caution our listeners that this presentation contains forward-looking statements. There are risks 
that actual results could differ materially from what is discussed, and that certain material factors or 
assumptions were applied in making these forward-looking statements. Any forward-looking statements 
contained in this presentation represent the views of management 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. Forward-looking statements may not be appropriate 
for other purposes. 

So, Bharat, welcome. You'll give us the five-minute presentation, then we'll do a bit of fireside chat, and 
then Q&A. 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Thank you.  

Thank you very much, Stefan, and thanks, everyone, for taking the time to join us. I've heard there is a 
snowstorm in the offing, so a lot of people have had to leave early.  

It's great to be here in Boston, a key market for TD. Hopefully you did get to see some of our stores, and 
as you know, home to the iconic TD Garden as well, so great to be in this city. 

Let me start with a brief overview of TD Bank Group's strategy and our major business lines, and then I 
look forward to taking your questions.  

TD is a North American retail-focused bank with four key business segments – Canadian Personal and 
Commercial Banking, Wealth Management and Insurance, US Personal and Commercial Banking, and 
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Wholesale. Today, the vast majority of our earnings are generated by the first three segments, which 
collectively we consider our retail operations. I'll talk more about that in a moment. It is this lower risk 
retail focus that's a key differentiator for us. 

As you can see from the map, our retail franchise extends coast-to-coast across Canada and down the 
Eastern seaboard of the United States, where we now have more than 1,300 stores. What's particularly 
noteworthy about this is that the same map in 2004 would have shown no US retail banking presence, so 
quite dramatic growth. Please turn to the next slide. 

This slide summarizes the strategy driving this transformation. It's really quite simple. We are relentlessly 
focused on building ‘The Better Bank’, and our strategy has four key elements: first, a geographic 
positioning across North America; second, our retail focus, which delivers a better return for the level of 
risk undertaken; third, we build franchise businesses with repeatable and growing earnings streams; and 
fourth, our risk management culture, which informs our choices about where and how to do business, 
including how we manage our capital and liquidity functions. At TD, we have a well-defined risk appetite 
statement and only take risks we can understand and manage. Please turn to the next slide. 

This slide shows our ranking relative to our Canadian and North American peers. Across a range of key 
metrics, we stand out as a top 10 bank in North America. From a balance sheet perspective, we rank 
second versus our Canadian peers for total assets and total deposits, and from a P&L perspective, we 
rank sixth in adjusted net income versus our North American peers. TD is also the highest rated bank in 
Canada, and one of the few banks globally to be rated Aa1 by Moody's. Please turn to the next slide. 

Let's take a closer look at our earnings mix. Our strategy of building a retail focused, lower risk bank has 
unfolded over more than a decade through a combination of acquisitions in the US and Canada and 
investments in our organic growth. Over the same period, we deliberately re-oriented our wholesale bank 
from a traditional broker model to a franchise dealer focused on client-driven flow businesses. This 
involved exiting areas that were not consistent with our lower risk strategy, including structured products 
and non-franchise businesses, such as proprietary trading. 

The transformation has been quite dramatic. In 2012, approximately 90% of our earnings were generated 
from our retail businesses, with the balance coming from wholesale. In 2001, those numbers would have 
been nearly evenly split between the two. Please turn to the next slide. 

Let me now shift gears and take a look at our recent performance. As you know, we reported our first 
quarter results last week, and I'm pleased to share that it was a strong quarter, with total bank adjusted 
net income of CAD1.9 billion, up 9% from last year, and adjusted EPS of CAD2, up 8%. Our retail 
businesses all had record earnings, driven by good loan and deposit growth in Canada and the US and 
impressive revenue growth in Wealth and Insurance.  Our Wholesale bank had a softer quarter, but the 
business's underlying performance was quite solid. And our Basel III capital position was also strong, with 
a Common Equity Tier One ratio of 8.8%.  

Reflecting these strong results, the Board increased our quarterly dividend by CAD0.04 per share, up 5%. 
This is the fifth increase we have delivered in the last two years. So, overall, it was a great start to 2013. 
Please turn to the next slide. 

Let me turn my attention to the US P&C segment, which I have the privilege of running. Today at TD 
Bank, America's Most Convenient Bank, we have more than 1,300 stores, more than 25,000 employees, 
and eight million-plus customers. We operate in many of the largest urban centers and wealthiest states 
along the Eastern seaboard. And with more than CAD200 billion in assets, CAD170 billion in deposits, 
and CAD90 billion in loans, we are now a top 10 bank in the US. 

From an earnings perspective, last year was another record year for our US business. We contributed 
CAD1.4 billion in adjusted net income after tax to TD's bottom line despite the negative impacts of Durbin 
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and a challenging operating environment. And before you ask, Stefan – and I know you will – we remain 
committed to our CAD1.6 billion adjusted earnings target for fiscal 2013. 

It won't be easy. We face the same headwinds we battled last year: continued margin pressure from low 
interest rates, regulatory uncertainty, and a host of fiscal and macroeconomic challenges in the US and 
abroad. But, we are working hard every day to deliver on that objective, and I'm confident we have the 
right strategies in place to get there. 

Since first entering the US, we have consistently demonstrated our ability to grow organically. We opened 
41 new stores last year, and have plans to open approximately 35 in 2013. Our regional banking model, 
built on providing our customers with legendary service and unparalleled convenience, is designed to 
deliver the entire bank and has enabled us to consistently take share. In fact, we outperformed our peers 
right through the financial crisis, and we look forward to continuing that outperformance in 2013 and 
beyond. 

So, with that by way of an overview of TD Bank and TD Bank, America's Most Convenient Bank, let me 
turn things back over to Stefan, and I'll open it up to take your questions. Thank you very much. 

 

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

Stefan Nedialkov – Citi Research – Analyst  

Okay. Thank you, Bharat. So, I'm going to start with a broader strategy question. You guys are known as 
one of the most customer-centric banks in both Canada and the US. But, in Canada, we are starting to 
see some of the banks copying your – I don't want to say business model, but some of the attributes of 
your business model, such as longer working hours, longer opening hours. Are you concerned about US 
regional banks and US money center banks potentially following that example – offering longer hours, 
becoming friendlier – or is this something that does not concern you? If it does, how do you plan to 
respond? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Well, you always have to respect your competition. Everybody tries hard to get share. 

The good thing in our bank is that we have consistently been able to show that we can organically grow 
our franchise and take share. That's been the hallmark of TD Bank, America's Most Convenient Bank 
since we entered the United States. And yes, there are components of our model that I see lot of our 
competitors replicating. You're right, some have tried opening on Sundays. Some have tried other 
components. But, I always feel that the space we are occupying is the only sustainable place from a 
competitive perspective – that is, from our perspective, built around delivering legendary service and 
unparalleled convenience. 

So, that might sound like, "Yes, so what? We've heard that before from many bankers who've come 
here."  But, there are parts of it that are hard to replicate, though it may sound easy. Let me give you one 
example. If you run the type of hours we do, it takes a particular type of employee, a particular 
demographic you have to attract – how you hire, how you promote, how you compensate, how your 
staffing models work, how your benefits work.  All of this needs to be aligned. And it's not just opening the 
store, but everything that goes with it at the back end. 

Trying to get that right is effectively the basic DNA of a bank. So, yes, I guess it is not difficult to replicate, 
but, if you are going to replicate it, you'll have to sustain it in order to be successful. 
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So, yes, I do worry about competition. That's my job to worry. But, I feel that we are occupying a space 
that is attractive for us, and we have shown, over time, that we can be successful doing that. 

Stefan Nedialkov – Citi Research – Analyst  

Okay. In the US, you are in an excess deposit position. Even if we exclude the TD Ameritrade deposits, 
you are still in an excess position. Obviously it is a little hard to think about how to profitably invest the TD 
Ameritrade deposits because they're quite short-term in nature and quite transactional, I would imagine. 
But, we are seeing margins coming down quite significantly, especially in the first quarter. Obviously there 
were reasons, but we'd rather see more stable margins, or trending down more smoothly. 

As you think of ways to maybe deploy these excess deposits, how do you see the potential for corporate 
lending growth? We have seen quite a few regional banks here present at our conference, and risk 
appetite is definitely coming back. A lot of the regionals are talking about growing their corporate books 
by low to mid- double digits for 2013, so there is more competition. Is deploying your excess liquidity in 
that space necessarily going to be a guarantee for more stable margins? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Yes. So, firstly, by way of background, if you look at our numbers year-over-year, we have had loan 
growth of 16% and deposit growth of 8%. So, I think we are making progress in ensuring that we have a 
somewhat more optimal balance sheet mix than what we had previously. I think we're making good 
inroads in various asset categories. The Bank has done quite well on the mortgage front, and on C&I 
lending we've been pretty strong. So, fundamentally, I'm happy with the direction we are following. 

With respect to certain segments: am I attracted to corporate lending? I'd say more junior corporate 
banking is a sweeter spot for us. As I said in my remarks, we like to deliver the entire bank. We are 
making good progress in that particular segment within our footprint. It does give you an opportunity to 
cross-sell your other services, which is important for us with lending. It's important, but we'd rather sell 
other services out of the bank, and in the junior corporate market, you have more opportunities to do that. 

We are, as well, building out capabilities in the asset-based lending business. We've not been a player 
there, but we feel that it is a segment that is important to offer our customers. And within our footprint 
there is good opportunity.  So, for the past year or so, we've put in a lot of effort to build the infrastructure 
that is required for it. 

Healthcare is another area.  We feel more certainty around the changing landscape that comes into force 
starting in 2014.  We find that an attractive space. We are already a well-regarded player in that space, so 
we think there's more opportunities there. 

So, yes, there are areas I think we can focus on, but I'd make the general comment on risk appetite – 
having also been in the risk business and the lending business myself, personally – we have to be 
prudent about this and be serious about the risk appetite statements we put out to our thousands of 
employees. I mean, lending is great as long as it works, but it can be unforgiving when you get it wrong, 
so we want to make sure we do it in a prudent manner.  And, if all of your presenters are going into a 
particular segment, I’ll think hard whether I really want to go there. 

Stefan Nedialkov – Citi Research – Analyst  

Yes. Yes. Okay. In terms of what we saw again in the first quarter of 2013, you started harvesting 
unrealized gains in your US business in order to convert that into permanent capital, basically, and that 
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was also one of the reasons why your net interest margin went down. So, to me, you are giving up P&L to 
solidify your balance sheet in the US. 

I have two questions on that front. Is it fair to assume that CAD1 of foregone net interest income 
translates into more than CAD1 of capital, number one? And number two, is the current Fed emphasis on 
foreign bank capital in the US behind your emphasis on capital rebuild? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Yes. So, on the first part, I think it probably requires a more fulsome background. We're doing a few 
things in managing our balance sheet in this particular environment. We feel that the risk of rates 
dropping further is relatively low compared to the potential for rates to go up. So, with that in mind, we 
have implemented a shortening of duration strategy.  We can do that in a few ways, and we are. 

One of the strategies we've employed is to sell the securities, and this will shorten duration. But, as 
importantly, you pointed out, under Basel III, those unrealized gains are capital. So, the capital ratios you 
are seeing from the bank already include that as capital, and if you believe in the way you are shortening 
duration relative to where you think you are in the rate cycle, then it will be consistent that you want to 
make sure that those gains become permanent capital and do not disappear on you. So, to reduce capital 
volatility in the Bank – the Bank traditionally has been quite disciplined in managing its capital. It is a key 
component for our success. So, I think you need to look at it from a fulsome perspective. That is our 
strategy, and that is what we are doing. 

With respect to your question as to what exactly is the math on NII give-up versus what is a securities 
gain, it’s hard to say.  It depends on which security you sold when.  So, I don't want to offer up a number 
that this is a ratio you should do, because then it could change every day. But, I think, generally, you 
probably have more of a gain, because there's some term you've given up by selling it upfront.  So, 
generically, I would answer it that way. It's hard for me to give you a specific ratio, because it would 
change quite dramatically depending on what securities we sell.  

On capital, with respect to US rules, as most of you know, when we acquired some of the banks, we 
employed a structure in our holding company that was optimal for us as to how we financed those deals 
through various structures. And we are on track to meet the capital requirements under the Collins 
Amendment and Dodd-Frank – that was the way we had structured our balance sheet. I think you're 
probably getting to the proposed new rules that might be in the offing. I'd say they are the proposal stage. 
They are at – they're not rules yet, and there's still enough time for banks to comment. 

I mean, generally, we think there's a lot of work that needs to be done, because the devil's in the detail in 
these rules. We feel it's manageable. There is nothing that would suggest it's not manageable. But, let's 
see how they pan out, because our experience has shown that, whenever there's a proposed rule, by the 
time it becomes final, there's a lot of puts and takes that go either way, so let's get to the bottom of that. 
Once that is clearer, then we can provide more insight as to how exactly it impacts us. At first blush, I 
think it probably is manageable for us from a capital management perspective. 

Stefan Nedialkov – Citi Research – Analyst  

And when you say manageable, you mean under the current proposals by the end of 2014, so overtime, 
rebuilding the capital base for the next three years? 
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Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Well, from a consolidated basis, it should not have any impact. How we manage our capital between 
different legal entities and all that – that’s what I mean by manageable. I think you shouldn't take my 
comment to mean that, on a consolidated basis, we have to do anything specific to meet these standards. 
No, we don't. 

Stefan Nedialkov – Citi Research – Analyst  

Yes. Some of the European banks were quite clever – in the previous round of Fed requirements – in 
terms of structuring different legal entities around their U.S. subsidiaries. That now is going away, and 
everybody is supposedly going to be on the same, level playing field. Because, I guess you haven't 
necessarily done such legal transformations in the past, there is more of a chance that you're on the 
regulator's good side rather than bad side. Is that a fair statement to make? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

First of all, I wasn’t sure where you were going with this, and I was getting a little sensitive. I thought you 
were trying to say that Canadians are not as clever! 

Yes, I think we run a different type of business than perhaps a lot of our foreign competitors might run. 
We're running a core personal and commercial banking business. Within the United States, not counting 
our global business, we are a top 10 bank in the retail and commercial space.  I think we just are in a 
different situation than perhaps other banks might be. So, I don't worry too much about clever structuring 
around these situations, because it is what it is, and what's going to apply to us is going to apply to the 
rest of the world. As long as there's a level playing field, we will compete effectively. 

Stefan Nedialkov – Citi Research – Analyst  

All right. Okay. Just to round up the capital discussion that we are having, in TD Bank Group's Annual 
Report, and also in talking to the Bank itself, you have told us that you are moving towards the Advanced 
IRB approach in the US, potentially as of 2014, and that could potentially generate a fair amount of 
capital. How likely is it that the regulator will approve your models, given that most of the banks are still on 
Standardized? And could you give us some sense around how much could be released? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

So, it's interesting.  We are fully Basel II compliant in Canada and on a consolidated basis. As you 
probably know, none of the US banks actually are off the parallel run yet, so there is no US bank that is 
yet Basel II compliant. I think the part on capital that makes it more complicated is that, through the 
Collins Amendment, as part of Dodd-Frank, there is now a regulated legal floor. So, regardless of what 
the models might suggest, you have to hold the capital, and I think it says Standardized Basel I is the 
minimum floor. There might be certain technicalities there that I might have not gotten right. 

So, it's less a capital sort of objective, and more – I think what Basel II and AIRB are doing is forcing more 
discipline, consistency, governance around risk management, modeling, validation, et cetera, and less 
about capital releases, because I think most jurisdictions have now put floors.  Now, that may change 
down the road.  I think generally at TD, we've been outperforming from a risk perspective. Generally 
we've been positive outliers from a risk perspective. So, by definition, if capital is based on the amount of 
risk you take and your risk performance, then we should benefit. 
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But, if you have a regime where, consistently, floors are applied, then I don't think the advantage is as 
much.  So, I don't know what the exact numbers are, because it's still in process. We are still working 
towards entering parallel run in the United States.  Our plan would be to become Basel II compliant, but I 
think the level of capital consideration is going to be fairly small because of the floors that apply under 
Dodd-Frank. 

Stefan Nedialkov – Citi Research – Analyst  

And these floors – once the US moves onto Basel III – aren't those floors likely to be synchronized with 
the Basel III floors? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

No, but the Collins Amendment – I think it particularly stipulates what the floor is.  I think it just tries to 
create a level playing field for non-Basel compliant banks in the United States, so that you couldn't have a 
situation where an AIRB bank has substantially less capital in the US than a non-AIRB bank with a similar 
type of business. I think that appears to be the objective. And if that's how this turns out, then I don't think 
there is much of a difference, because I think – maybe we have lawyers in the room who might help me 
here – but even under Basel III, Dodd-Frank would trump Basel III. 

Stefan Nedialkov – Citi Research – Analyst  

Okay. I just wanted to shift gears a little bit toward the M&A side of things. I've got just a few questions 
here, and then we can open up for Q&A. What is your latest thinking in terms of the expansion in the US 
organic or inorganic? And in particular, which US state would you like to conquer next? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

So, as I indicated in my remarks, we are now in every state on the Eastern seaboard except for one.  We 
are not in Georgia. Apart from that, we are in every state. We entered the great state of Rhode Island, 
close by from this city, only recently and quite successfully, and we are very happy with that. 

Our strategy has been – in Canada, if you look historically, the Bank has always been focused on de 
novo store growth, branch growth. That's always been a key component of our strategy. In the US, we've 
deployed the same strategy, and we acquired that capability when we acquired Commerce Bank. 
Commerce Bank was a prolific de novo organic growth type of an engine. And so, we've maintained that 
capability. We've added certain components to that strategy to make sure that we are more focused on 
selling the entire bank and not just the deposit side of the bank, et cetera. 

And that has worked remarkably well. So, the numbers I cited earlier – 16% loan growth, 8% deposit 
growth – for the most part, these are organically grown numbers in the bank. We opened new stores. I 
said we opened 41 last year. We'll open 35 this year. So, organically growing the franchise is a key part. 
Taking share is what we are all about. The service and convenience model is conducive to that strategy. 
That's how it works. 

In terms of which state – which particular areas we find particularly attractive – last year we announced 
‘Take New York’, which is a whole initiative within the bank. We would like to become the third largest 
retail-oriented bank in New York City. Today, we would be viewed as the fifth largest. We'd like to do that 
in the next two to three years. It will take about 50 new locations. Somebody earlier in one of my one-on-
one meetings asked me, "Well, you can just open new stores and you can be third largest." I said, "Well, I 



 9  

think what we want is to successfully open new stores." There's a minor requirement there, as well. But, I 
think the bank has shown that it can do that, so that's a very attractive area for us. 

Florida is very attractive for us. We are putting a lot of effort, especially into South Florida, where we now 
– in the whole state we've got about 170 locations, whereas three years ago we would have had 32. And 
most of that came through acquisitions, when we acquired the three banks from the FDIC and we bought 
South Financial.  So, it gave us a core from which we can grow now. 

And the other big focus market for us is here, Boston. This is very important for us. We have a very good 
franchise in Massachusetts. We do need more core type of locations in the city of Boston.  Hopefully 
people living in the city might have seen our newer locations in Post Office Square – I’m very excited 
about what's happening in these markets.  

So, those would be the key focus areas for us, and we also have the usual – what I call usual unique 
businesses, usual growth opportunities in Philadelphia and other parts. 

Stefan Nedialkov – Citi Research – Analyst  

Okay. I've got one last question. On RBS Citizens – and you thought that was going away. Well, it's not, 
I'm afraid – RBS Citizens, Ed Clark said recently, "Last quarter I indicated that, if we were to look at a 
larger deal, it would need to fit the Bank’s strategy, timing and risk appetite. In addition, it would need to 
meet our financial hurdles and be supported by the market. We do not believe that a transaction to 
acquire RBS's Citizens Bank is available that meets these criteria." 

So, what intrigued me here was the use of the word "available." If RBS made Citizens available to you at 
a price that met your financial hurdles, would you reconsider? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

I thought Ed was pretty clear as to what our stand is on this, but I should go back to him. Obviously he 
wasn't, because people keep on asking me this question. Somebody asked me, "Well, does this mean 
you're saying this will never happen in your lifetime?" I said, you know, "My lifetime is a long time." And 
so, I could argue with you – if they come and say, "Take Citizens, and we will pay you money to go ahead 
and take it," I mean, are we going to say no?  No. 

So, it has become a circular argument.  We have said that, in the US, we now have a franchise where we 
do not need to do a deal. We have a franchise that has achieved scale. We have a franchise that can 
organically grow. We have a franchise that has already proven to be very successful. We have a brand 
that is second to none. So, there is not a compulsion here that we need to go out and do something, 
whereas a few years ago we might have been in that position. We are not in that position. 

Two or three years ago, we did say, and this has been consistent, that we would look at smaller deals – 
that smaller deals would be interesting for us because it would accelerate our organic strategy in certain 
markets, specifically in the southeast of the United States. I think South Financial fit that particular criteria 
– I think the three FDIC banks fit that.  

We've also said that we would be, and we continue to be, interested in asset purchases. Buying Chrysler 
Financial, the auto finance business, fits that. Target – I’m happy to report that we are hoping to close that 
transaction in this fiscal quarter – that fits that side of the strategy. So, we’ve been very consistent on our 
approach.   
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So, to get back to question you're asking me – if there were a large transaction, how would you do it. So 
we said, okay, these are the criteria we have laid out, and I think we've been very consistent as to what 
makes sense here. And I think, for this particular case, not only does it not fit our criteria, but I think RBS 
has announced that it is going with a particular strategy over the next few years. So, I'm not sure where 
the confusion is coming from, because to us, we've been consistent right through it, and we're just 
following that particular line of thinking. 

Stefan Nedialkov – Citi Research – Analyst  

Great. Well, thank you. I'd like to open the floor to questions. 

 

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

Unidentified Participant 

What's your long-term strategic plan for the ownership of Ameritrade? And what was the genesis of the 
revised IDA sweep agreement? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

TD Ameritrade is very strategic to TD, and I am emphasize it’s TD Ameritrade. It's important for us. It 
plays a role for our bank in the US – we have a very strong referral program to TD Ameritrade. It is part of 
our Wealth Management play for our banking clients. We are, as well, piloting a small project to see if 
there is a way for us to market some of our loan products to TD Ameritrade clients. 

As you know, we manage the IDA as well, which is important for TD Ameritrade, as well. And we've been 
in that business for many years. As you know, we have a very large business in Canada that is similar. 
So, there has been a tradition for TD to be in that space, and that's why it's a very important and strategic 
investment for us, and it's a unit that we're very happy with. 

The genesis behind some of the changes in the IDA was, under various regulatory changes, you want to 
make sure your agreement would allow you to be compliant with liquidity standards. So, we made those 
changes. There was a spread – the CEO of TD Ameritrade talked about those certain changes made in 
some of the economics for a component of the deposit, because it's quite strategic for TD Ameritrade to 
be attracting…to be playing in that particular segment in the business they are in, so we made those 
small changes, as well. 

So, I think it is reflective of the various regulatory changes that are occurring out there, as well as some of 
the realities of a lower rate environment, and to make sure that it is not disadvantaged in playing in 
certain segments relative to its competition. 

Unidentified Participant 

Would you talk about, assuming that you don't do any big deals, what your expense outlook is versus 
your revenue outlook for 2013? Because clearly you're growing, so how much pressure is that putting on 
you? Because everyone else seems to be dealing with revenue pressure and trying to take cost out, and 
you're clearly not in that situation, really. So, could you talk a little bit about quantifiably what that's going 
to look like? 
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Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

You're talking in the US particularly, yes? So, we, like the rest of TD, are very focused on productivity – 
are very focused on expense management. It's been a core message that we've given out for the past 
year or so, and I think the Bank has done a reasonable job in meeting some of the hurdles we've set 
ourselves internally. 

In the US, the headline number obviously includes the investments we are making, and I think it is 
important that we continue to do that.  That is very much part of our growth performance – new stores 
come in that number; when we launch a new mobile platform, it comes in that number. So, we're making 
some big investments, but at the same time, we are creating productivity opportunities that have worked 
well for us. So, for example, in the last year or so, we have introduced a new teller system that is all 
image-enabled, which has allowed us to reduce our check processing sites from nine to two. It has meant 
that we were able to automate a lot of those processes, which not only reduced risk, which not only made 
the customer experience superior, but which reduced costs quite dramatically, as well. 

So, I think we're balancing that out. Yes, we have the same pressure as any other, but we want to make 
sure that we don't compromise on investing for the future. That's a proven strategy. It works very well for 
us, so we won't be compromising on that. But, where appropriate, we will be introducing efficiencies and 
automation to sustainably reduce our core expenses. And in that regard, I'm quite happy with the way we 
are proceeding. 

Unidentified Participant 

Can I ask a question about M&A in the context of your footprint nationwide in the US? So, on the Eastern 
seaboard, you've got quite a good presence here and some infill opportunities. But, once you get beyond 
the Eastern seaboard, if you think about what is the Midwest or the West, would you look for an M&A 
strategy to really give yourself a foothold, or do you think you can go de novo outside the Eastern 
seaboard, as well? 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Well, we think there is so much opportunity in the footprint we have. A couple of years ago, we had an 
Investor Day, where some of our people presented on how many new stores we’d opened in Boston, 
Philadelphia, the I-95 corridor. At the time, we thought we could open 300 new stores and still not have 
enough.  So, we think there is ample opportunity on the Eastern seaboard, and I'm not staying up nights 
thinking about can I go to Detroit or to places in Ohio or elsewhere, because we think we are in the right 
footprint. We think that the growth potential is compelling. The Florida market is particularly attractive for 
us. Not only is it great for our Northeastern client base when they vacation in Florida, it's also very 
important for our Canadian client base. That can be a big driver for us for the future.  

So, we feel there's ample opportunity on the Eastern seaboard.  What I've learned is, never say never – 
we’ll see what the future holds – but our focus is the Eastern seaboard. I'm not looking at expanding 
outside of that any time soon. 

Unidentified Participant 

Yes. The Canadian banking system, in very general terms, is clearly a higher-return sector than the 
American banking system, and yet you've expanded significantly into the US without any dilution of the 
group return, which I guess is in part due to buying well. But, can that situation be sustained, or will return 
on equity actually drift down as the US business grows? 
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Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Yes. So, I guess your point is that the returns in the Canadian business are far superior to the US 
business. I think, on an operating ROE basis – or any organically generated net income after tax – you’re 
looking at returns in the high teens to 20%. It might be slightly higher if the rates were to normalize. And 
you say, in Canada, the numbers are higher than that.  But, if your cost of capital is much lower than the 
20%, then why would you not get into that business?  So, is there a chance that the overall group ROE 
might be slightly lower, but you'd have a much bigger business that's North American in scale, that gives 
you the scale of North America, that allows you to be in businesses not only in the US but also in Canada 
because of your North American scale?  I think that's a good trade-off for the Bank. 

Stefan Nedialkov – Citi Research – Analyst  

Any more questions? Okay. Well, we are actually a little bit beyond our time, so Bharat, once again, thank 
you so much for your time, for your insights, and we hope to host you soon again. 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Thanks. Thanks, Stefan. 

Stefan Nedialkov – Citi Research – Analyst  

Thank you. 

Bharat Masrani – Group Head, U.S. Personal and Commercial Banking, TD Bank Group and 
President and CEO, TD Bank, America’s Most Convenient Bank 

Thanks very much. Thank you. 


