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Caution Regarding Forward-Looking Statements

Bank of Montreal’s public communications often include written or oral forward-looking statements. Statements of this type are included in this document, and
may be included in other filings with Canadian securities regulators or the U.S. Securities and Exchange Commission, or in other communications. All such
statements are made pursuant to the “safe harbor” provisions of, and are intended to be forward-looking statements under, the United States Private Securities
Litigation Reform Act of 1995 and any applicable Canadian securities legislation. Forward-looking statements may involve, but are not limited to, comments with
respect to our objectives and priorities for 2015 and beyond, our strategies or future actions, our targets, expectations for our financial condition or share price, and
the results of or outlook for our operations or for the Canadian, U.S. and international economies.

By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties. There is significant risk that
predictions, forecasts, conclusions or projections will not prove to be accurate, that our assumptions may not be correct and that actual results may differ materially
from such predictions, forecasts, conclusions or projections. We caution readers of this document not to place undue reliance on our forward-looking statements as
a number of factors could cause actual future results, conditions, actions or events to differ materially from the targets, expectations, estimates or intentions
expressed in the forward-looking statements.

The future outcomes that relate to forward-looking statements may be influenced by many factors, including but not limited to: general economic and market
conditions in the countries in which we operate; weak, volatile or illiquid capital and/or credit markets; interest rate and currency value fluctuations; changes in
monetary, fiscal, tax or economic policy; the degree of competition in the geographic and business areas in which we operate; changes in laws or in supervisory
expectations or requirements, including capital, interest rate and liquidity requirements and guidance; judicial or regulatory proceedings; the accuracy and
completeness of the information we obtain with respect to our customers and counterparties; our ability to execute our strategic plans and to complete and integrate
acquisitions, including obtaining regulatory approvals; critical accounting estimates and the effect of changes to accounting standards, rules and interpretations on
these estimates; operational and infrastructure risks; changes to our credit ratings; general political conditions; global capital markets activities; the possible effects
on our business of war or terrorist activities; disease or illness that affects local, national or international economies; natural disasters and disruptions to public
infrastructure, such as transportation, communications, power or water supply; technological changes; and our ability to anticipate and effectively manage risks
associated with all of the foregoing factors.

We caution that the foregoing list is not exhaustive of all possible factors. Other factors and risks could adversely affect our results. For more information, please
see the Enterprise-Wide Risk Management section on pages 77 to 105 of BMO’s 2014 Annual MD&A, which outlines in detail certain key factors and risks that
may affect Bank of Montreal’s future results. When relying on forward-looking statements to make decisions with respect to Bank of Montreal, investors and
others should carefully consider these factors and risks, as well as other uncertainties and potential events, and the inherent uncertainty of forward-looking
statements. Bank of Montreal does not undertake to update any forward-looking statements, whether written or oral, that may be made from time to time by the
organization or on its behalf, except as required by law. The forward-looking information contained in this document is presented for the purpose of assisting our
shareholders in understanding our financial position as at and for the periods ended on the dates presented, as well as our strategic priorities and objectives, and
may not be appropriate for other purposes.

Assumptions about the performance of the Canadian and U.S. economies, as well as overall market conditions and their combined effect on our business, are
material factors we consider when determining our strategic priorities, objectives and expectations for our business. In determining our expectations for economic
growth, both broadly and in the financial services sector, we primarily consider historical economic data provided by the Canadian and U.S. governments and their
agencies. See the Economic Review and Outlook section of our Third Quarter 2015 Report to Shareholders.

Non-GAAP Measures

Bank of Montreal uses both GAAP and non-GAAP measures to assess performance. Readers are cautioned that earnings and other measures adjusted to a basis
other than GAAP do not have standardized meanings under GAAP and are unlikely to be comparable to similar measures used by other companies.
Reconciliations of GAAP to non-GAAP measures as well as the rationale for their use can be found in Bank of Montreal’s Third Quarter 2015 Report to
Shareholders and BMO’s 2014 Annual Report, all of which are available on our website at www.bmo.com/investorrelations.

Examples of non-GAAP amounts or measures include: efficiency and leverage ratios; revenue and other measures presented on a taxable equivalent basis (teb);
amounts presented net of applicable taxes; adjusted net income, revenues, non-interest expenses, earnings per share, effective tax rate, ROE, efficiency ratio and
other adjusted measures which exclude the impact of certain items such as, acquisition integration costs, amortization of acquisition-related intangible assets,
decrease (increase) in collective allowance for credit losses and restructuring costs.

Bank of Montreal provides supplemental information on combined business segments to facilitate comparisons to peers.
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PRESENTATION

Sumit Malhotra Scotiabank Capital - Analyst

Okay. Our next speaker this morning will be Mr. Bill Downe, Chief Executive Officer of BMO Financial Group. Bill joined
the Bank of Montreal in 1983 and as has been in his current position since March 2007.

As the slide changes over, | should remind everybody that they can refer to the forward-looking statements and we noted
that the statement upfront. So | think we have that covered with the slide on the screen. It's been an interesting summer.

Bill Downe - BMO Financial Group - CEO

| bet you're glad you got that out of the way, the interview with the boss?

Sumit Malhotra Scotiabank Capital - Analyst

Yes. | got my pin on here somewhere.

Bill Downe - BMO Financial Group - CEO

You still have it. That's good.

Sumit Malhotra Scotiabank Capital - Analyst

The day is still young.

It has been an interesting summer and interesting year for the banks, as | stated in my opening remarks. It feels like
operationally, nothing has changed much for the sector and for BMO as well. | believe you are on track for another year of
record earnings. Yet, the market reaction has been quite worried, | think is the term to use about what the future growth
will look like.

The big factor on the minds of the investors I've talked to is, the group has benefited from a very accommodating credit
quality environment for about five or six years now, and the question that's on people's minds I'm going to put to you is,
are you anticipating a significant change in your credit quality or your credit provisioning? And number two, almost either
way on that answer, how do you expect the bank to sustain its operating performance at the strong levels it's been at in
the face of even lower economic growth, interest rates and commodity prices?

Bill Downe - BMO Financial Group - CEO

Well, that's a big combination of questions, but | do think that there is a contrast between the volatility we see in the
markets every day that's certainly characterized the last four to five months, the last two weeks in particular, and what's
going on or appears to be going on in the real economy where the Canadian economy continues to show reasonable
growth. We think we'll probably finish the year just under 2% and given the big move in commodity prices that's actually
guite encouraging.
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The knock on effect of the drop in commaodity prices takes time to work its way in. So, | think all of us are looking forward
trying to divine whether it's three, six, or nine months, the impact on regional economies and | think we have to separate
the possibility of regional recessions in Canada from a national recession. It is curious that Atlantic Canada turned down a
little bit earlier and | think that has something to do with migratory labor and I think there's no question that in Alberta, the
unemployment rate will move up, but it's starting at a relatively low rate. So | think there is the ability of even the regional
economies to absorb some of this.

So we're not passive in regard to the outlook for Canadian banking. We're more encouraged on the broader base looking
at the North American economy and | think the performance of the Canadian banking sector will continue to surprise in
this context, | think will continue to surprise on the positive side.

Sumit Malhotra Scotiabank Capital - Analyst

And let me come back to you a little bit more specifically on credit quality. So the experience for the bank has been very
good over the last few years. | believe you're running around 20 basis points of losses. If | go back to the recent peak in
2009, at least briefly you got over 80 basis points. On the conference call this quarter, your Chief Risk Officer mentioned
based on what we're seeing in our stress test scenario, especially in a stronger U.S. environment, we have a hard time
seeing numbers get over 40 basis points. Does this really speak to the change in the mix of the bank’s portfolio and the
fact that you're now bigger in the U.S. and the growth outlook you have there for that economy offsets whatever potential
energy-related weakness you could see at home?

Bill Downe - BMO Financial Group - CEO

Well, a big diversified portfolio does have the benefit of earnings in one sector to offset losses as they might naturally
occur in others. If you look at the last 30 years, our realized loan losses over that period are just under 40 basis points and
we haven't moved completely through the low loss sector segment of this recovery | don't believe and | think we'll get back
closer to 35 basis points as the long-term experience.

And so then your question is, well, what happens when oil and gas credits start to move through? What | think will be a
natural process of restructuring. The industry is going to restructure at lower prices, it has historically. And we have about
just over $2 billion of impaired loans and $1.2 billion of those are in the United States. That's going to be a continuing to
improve story | think over time. So that's been feeding back into the loan loss provisions.

And then when you put oil and gas in context, it represents just over $6 billion of loans, just about 2% of the $330 billion of
loans to the bank. So if you're anticipating long-term provisioning, through-the-cycle provisioning somewhere between 35
basis points and 40 basis points, the magnitude of loan losses that should come out of that sector are entirely consistent
with the long-term view that we have.

And the thing about the oil and gas sector that you have to remember, it differs a little bit from some of the others in the
nature of the credits with a heavy emphasis on production lending. We have a great deal of more information about the
borrowers and about their cash flow than we do in many other sectors. We have our own professional engineers. We get
detailed reserve reports from borrowers, well-by-well, field-by-field, then we re-run our own sensitivities on those. So we
know where the breakeven points are by well, by field, by province and we can calculate what the likely performance of
each entity will be within their own portfolios.

When we sensitize the bank's exposure to downside, interestingly, we get about the same stress losses in the US as we
do in Canada. So we don't see a difference between those two markets. The US credits, some of them have higher
leverage, but they have a junior debt, which we don't see in Canada.

The way that the security over the collateral functions in the oil and gas business is a little bit different. You can get to the
cash flows a lot quicker and the mechanism by which credits are worked out is much more straightforward. And | think of
the banks in the world, we probably have the best credentials for long-term involvement in this sector and our history in
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working out troubled credits in the mid-80s and the late-90s is actually stellar with many of the same people still in place,
long tenured bankers.

So | think that what our Chief Risk Officer has said is that the provisioning is consistent with the overall provisioning
expectations of the bank and that the market sensitivity to it seems to be excessive.

Sumit Malhotra Scotiabank Capital - Analyst

We're going to move off this, but | want to go to one that has the potential to help or one area of the bank that has the
potential to help in this regard and that would be the Capital Markets business where BMO has always had a strong
energy franchise. Earlier this year, maybe the last time we were hovering around $45 a barrel in WTI, somewhat
surprisingly there was a large uptick in equity issuance from certain producers, which did for some time seem to calm the
market down and that the companies were building a wall with new equity in between the commaodity price and their loan
exposure. | think it's fair to say on the whole of those, equity issuances didn't go particularly well for investors. Do you
anticipate Capital Markets being an avenue for producers as we go through this fall redetermination period or are we at
the stage now where it's more likely to be M&A related for that group?

Bill Downe - BMO Financial Group - CEO

Well, the market will have to be open for those companies to be able access new capital, some of them will be able to. In
a number of cases, there are financial sponsors already engaged with some of those entities. | would expect you would
see them want to put more capital in to protect their position in the long-term value of the investments they have. But the
industry restructures pretty rapidly and | say pretty rapidly. In 12 to 18 months | think you'll see very significant change in
who owns which properties, and what happens at the same time as the cost base comes down quite dramatically. All you
have to do is pull the quarterly statements, a cross-section of independents, intermediate independents in Canada and the
United States and look at them, you can see that they've cut their exploration costs dramatically, they are just starting in
order to reduce their lifting costs, their transportation costs, their SG&A. Those costs will come down proportionate to the
drop in crude.

So many of them who are showing negative earnings now will come back into a positive earnings position. Many of them
will sell assets that are too expensive for them to continue to develop to a much more capable deep-pocketed investor
and | would expect to see the majors are going to be active in M&A. And this may be property by property, not buying
companies, simply because it's much cheaper today to acquire production than it is to drill for it.

Sumit Malhotra Scotiabank Capital - Analyst

Let's move to some more specific topics for BMO itself and | think it's fair to say that for the sector on the whole; expense
management has taken on a greater focus in terms of conversational points with investors certainly. Back in Q2, BMO did
announce a restructuring charge that was predominantly focused on the Capital Markets segment. So maybe looking at
expense management more holistically, how should we on the outside, judge the progress of BMO in terms of reducing
structural costs, and when | look at the efficiency ratio at the top of the house, just to double check my numbers, | think it's
around 62% on an all bank level. What would be a target that you would have to get this ratio down to over the medium-
term?

Bill Downe - BMO Financial Group - CEO

Well, you're right. We did take a charge in the second quarter of just over $100 million and it was specifically targeted at
direct cost take-outs. So we examined some areas where we didn't feel that the return either in a sector of the business or
from a subset of the business was justifying the expense level and we went in and took people and expense directly out.
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So that was out and it will stay out. The run rate cost savings will be about $100 million a year and | think we expect to get
about half of that run rate in the second half of the year. So we're quite pleased with how that works.

But there are structural changes going on in our industry and we're participating in those and you have to recognize that in
the last three or four years, we've digested a couple of very significant acquisitions, a very large acquisition in the United
States and a good sized acquisition in the UK. And at the same time, as we were digesting those acquisitions, we're
basically positioning the bank, so that we would be able to take on future acquisitions without having to rebuild and re-
scale the platform. So that's been a process that we've been working through for about three to four years and I think it's
positioned us now, so that we will be able to increase the size of the bank, the volume of the bank without having to spend
that kind of money a second time.

There are also many examples of disruption taking place in the markets that work in the favor of a bank with a big
established client base. We're seeing big opportunities in process simplification that are now technology enabled that we
couldn't take advantage of until we had finished really significant platform upgrading. And by platform upgrading, | mean
the ability to do things once to serve the Canadian branch system and the U.S. branch system, the deposit system, the
loan systems and on the wealth side, both investment management and the finance and sales side. So we have a much
more scalable platform and there are still many opportunities on the process side. That's where we're spending money.
We're really spending money in process simplification on the one side for us and then simplification for our customers in
the use of mobile devices, mobile in branch, mobile to interact with things like bank machines and that gives us a better
customer experience and a lower cost of delivery.

So | think there are very significant projects underway that are going to deliver savings and | think you saw the first half of
this year, our expenses were running higher than our revenues. In the third quarter, you can see the beginning of really |
think some of those dividends coming through where we expect 1.5% to 2% operating leverage in the businesses going
forward. And at that rate, bringing the expense to revenue ratio down below 60 theoretically could take 18 months to 24
months.

Sumit Malhotra Scotiabank Capital- Analyst

That's very helpful and | wanted to move right to those two key businesses for you and let's start on the U.S. with the P&C
Bank. That's actually been one of the segments in which on a constant currency basis, very important point to out these
days given some of the fluctuations, the expense control there has been quite good. And some of that higher expense that
you referred to, | think we saw more in Canada. Is that a timing issue and that there is some of the technological initiatives
still have to work their way into the U.S. or are you still seeing some of the benefits coming through post the final touches
on the M&l integration?

Bill Downe - BMO Financial Group - CEO

Clearly, we've been spending money in Canada and that's put pressure on the domestic expense to revenue ratio. In the
United States, we start at a higher level. So as we scale up, the more business that we add, the more customers we add,
the more volume that we add, the benefits really are much more direct. The truth is in the United States, we've had very
good discipline around headcount and the growth of expense and at the same time, we benefited from very strong
commercial loan growth.

One of our core strengths is Commercial Banking and as you know, the C&l business has been growing, we say double
digits but you can use 15% as a notional level over a number of consecutive years. And that's moderating now. | think a
more reasonable number and sustainable number of 10% loan growth provides us with good earnings growth and we
believe we have the capacity to hold the line on expenses, so that the expense to revenue ratio there will improve, it won't
deteriorate. And that's really | think the key to the U.S. Personal and Commercial Banking business is the strength of
commercial.
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The retail banking business needs two things. It needs a little bit of relief on administered interest rates because the very
significant deposit base will earn a great deal more with just a little bit of relief on interest rates. And then we need to see
a pickup in household formation and new home purchasing. We really haven't had a market in which to take advantage of
our large footprint across six states. It's a large market as I've said before, with basically the same population and GDP as
Canada. We have a Number 3 market position in a high quality and very visible branch distribution systems. So when
retail picks up, | think that will also be quite flattering to the aggregate expense to revenue ratio of the bank.

Sumit Malhotra Scotiabank Capital - Analyst

You said the magic word just a little bit of relief on interest rates. Depending on what week it is, it sounds like we might get
that relief in September, December or maybe it's 2016. When you think about the eventuality of U.S. Federal Reserve rate
increases, how quickly do you think that benefits the net interest margin of BMO's U.S. business, which by the way has
actually stabilized for a couple of quarters now?

Bill Downe - BMO Financial Group - CEO

Yes, it has and | think that's been one of the things that we've been pleased about. The competitive nature of the market
was pushing pricing down on renewals and that appears to have stopped. So NIM has stabilized. | think that the way that
we look at that interest rate scenario is it's potentially a tailwind that could be sustained for 36 months or longer and the
urgency to see a quick jump in interest rates really is offset by the belief that in 2016, 2017 and probably beyond into
2018, we'll have gradual upticks that as | said, we think be very complementary. And there is no point in trying to guess
what the administered rate will be in September or at the next determination point. Really the valuation of the Company is
based on confidence that that's going to happen and it will be sustained, not intermittent and not one-time.

Sumit Malhotra Scotiabank Capital - Analyst

So the worst of the NIM compression in the U.S. appears to be behind you and clearly initial hikes should have a benefit...

Bill Downe - BMO Financial Group - CEO

A side effect. We were very pleased that the NIM impact was in the 4 basis point to 6 basis point level last year and then
we got down to 1 to 2 basis point, and | think now, we're really thinking in terms of flat-to-stable and then when it starts to
move up, it should be pretty much the same pattern, 1 basis point to 2 basis points positive and then 4 basis points to 6
basis points positive and we expect to see it gradually move up.
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Sumit Malhotra Scotiabank Capital - Analyst

If we cross the border, come back to the Canadian business, you mentioned the expense spend. | think that's self-
explanatory and we started to see that moderate in Q3 as you've suggested. Earlier this year, it did appear that BMO was
being somewhat more cautious on loan origination domestically than perhaps some of your peers. It's been talked about
for a long time at this bank. You've usually been one of the positive outliers in a credit cycle. Was that a decision on your
part and the management team's part to let's slow down here and then take the pulse of the economy before we purchase
any further?

Bill Downe - BMO Financial Group - CEO

Well, the immediate impact of being a positive outlier in the short run is that your earnings grow more slowly, your revenue
grows more slowly than everybody else. So it's not usually greeted with very much applause. It takes time to work through
and sometimes so long that the people don't remember, but in some areas of direct unsecured consumer lending and in
the area of credit cards, we have been cautious. | think all of the attention has been on the housing market. | think there is
some structural reasons why the housing market has behaved the way it does. But if you believe that the underlying
problem is total debt service to earnings capability of the Canadian consumer, then being a little more conservative in the
areas of revolving credit and certainly consistent with or biased against long amortization mortgages, we've similarly been
a little more careful with things like auto finance where the terms were just a little bit longer than made sense for the
borrower.

We look at all of these things from the point of view of the customer and what's the likelihood that our customers are going
to get in trouble. And when we make adjustments as we have in those portfolios, we think it reinforces the commitment we
have to customers as much as it protects the bank from what I think will be the inevitable followed at the riskiest end of the
curve.

So | think that did impact our Canadian Personal and Commercial Bank. We said in the first half that we were anticipating
it would be the weakest part of the year, that we would be stronger in the second half. You saw the third quarter was an
improvement. And | think in the context of what | would expect to be a moderate growth Canadian economy and | think it
will be a moderate growth Canadian economy, being able to generate let's say 5% growth on the topline and 3.5%
expense growth in your Canadian Personal and Commercial Bank business is something that will position the bank very
well and that's basically the zip code that we're in.

Sumit Malhotra Scotiabank Capital - Analyst

Good. | want to switch to capital and largely because | think one of the hallmarks of your time as CEO has been that BMO
has consistently been ahead of the industry in terms of its capital positioning, even at times where some of us didn't know
that's where the bar was going to end up and you're there again right now, | believe just over 10.4%. There's been a few
false starts around capital levels for the Canadian banks and what | mean by that is we feel like the group is where it
needs to be then things seem to...

Bill Downe - BMO Financial Group - CEO

That would be a false stop then....
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Sumit Malhotra Scotiabank Capital - Analyst

False stop that's right. False start from a deployment perspective is what | meant. A few things that continue to be out
there this summer, we saw a banking system that's very similar to Canada's when Australia put floors in from a risk weight
perspective. Let me stop there and get your view on this. Do you feel at the 10.4% mark, you are more than adequately
capitalized for whatever standards are out there? Or do you still have some concern that there could be an even higher
level that's required?

Bill Downe - BMO Financial Group - CEO

| think there is an ongoing debate among bank regulators globally around the trade-off between model-based capital
calculations and a simple leverage ratio and the notion that a standardized floor, against certain asset categories would
be preferable to a model-based business. | think it's all a bit of a tug-of-war because 20 years ago, we used very blunt
measures of risk and capital and they proved to be not particularly useful.

So | think the distinction that you have to make and you're referring | think to the Australian market, the distinction you
have to make between the Australian market and the Canadian market is similar as the economies are and the stability of
the systems are is that the Australian housing market doesn't have the benefit of CMHC, it doesn't have a big insured and
government insured program for high ratio mortgages and in this market, high ratio mortgages are required to have
insurance and | think that really creates a different view on where our floor would be necessary and how important floors
would be.

And my view is that if the management of the bank understands the leverage in the balance sheet, they'll weight the
concentrations of mortgage and commercial loans and other asset classes in a way that respects the potential impact of a
spike that comes when unexpected loss shows up, the sum of years of EL not materializing.

And so | guess in the overall context, | don't believe that we're going to see a big move in Canada that would in any way
mirror Australia because the logic of the facts are not the same and you wouldn't argue for it on that basis. | also think that
the likelihood of a global consensus around additional actions from the BIS are limited. | think that Basel IV is going to
take a lot longer to come into play than Basel Ill. But responsible management of banks should be looking at their balance
sheet at their own leverage and making a decision around what sufficient capital is. So that's the first part of the question.

The management of our capital has always been based on what we thought would give us maximum flexibility, not to be
behind the curve, but to be ahead of the curve and what capital does is, it gives you the ability to make acquisitions that
enhance your business, that expand your franchise, high-quality customer bases that are in areas where you have
experience that are consistent with your brand. And what you've seen us do is build our capital both ahead of what we
thought were going to be revised capital standards, and then as well ahead of potential opportunities. And we've
dramatically increased capital of the bank, as we saw the Basel requirements in 2009 and 2010 and that positioned us
well relative to changing regulation, but it also positioned us to make a timely acquisition that has turned out to be a
moment in time. | don't think there's been a transaction quite like it done since.

And similarly, we were active in using excess capital that we were generating because we had a strong capital ratio and
buying back stock in 2013. In 2014, we were able to use the capital that we generated to acquire F&C Asset
Management, which has now been re-branded as BMO Asset Management in Europe and that was because we were in
the right position. And then first half of this year, the first three quarters of the year, we have been more active in share
buyback than our peers. But | do think there are going to be opportunities in the marketplace to grow the business and
that's really the two sides of having the right view on capital. Understand what you believe the right amount of capital is for
the risk that's inherent in the business. Keep an eye not just on the regulatory change, but really the potential regulatory
changes, but have the flexibility to deploy capital in the right places for the benefit of the business, to grow the business in
the long-term. So it's really two parts.
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Sumit Malhotra Scotiabank Capital - Analyst

Tough one to leave to the end, but you alluded to it. You've got the capital position in a strong place. You mentioned in
your expense spending, part of it was to make sure that when future acquisitions come, you are in a better position to
integrate them. When you look at your two acquisition platforms, if you will, U.S. Regional Banking and Global Asset
Management, is one more attractive to you than the other in terms of the opportunities and the pricing in the market
today?

Bill Downe - BMO Financial Group - CEO

| think we're in an ideal time. The North American economy in aggregate is growing and it's going to continue to grow
strongly. We're extremely well positioned in both Commercial Banking and in Wealth Management. They are highly
complementary. | don't see them as separate choices and it's our view that we should be able to reinvest in both of those
businesses at a rate that our earnings really does well support and to the extent that we have somewhat slower growth in
the domestic Canadian market offset that quite capably.

Sumit Malhotra Scotiabank Capital - Analyst

Bill, thank you for your time.

Bill Downe - BMO Financial Group - CEO

It's nice to be here. Thanks very much.



