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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 in this document may include, but are not limited to, statements with respect to 
our objectives and priorities for fiscal 2024 and beyond, our strategies or future actions, our targets and commitments (including with respect to net zero emissions), 
expectations for our financial condition, capital position, the regulatory environment in which we operate, the results of, or outlook for, our operations or the Canadian, 
U.S. and international economies, plans for the combined operations of BMO and Bank of the West and the financial, operational and capital impacts of the 
transaction, and include statements made by our management. Forward-looking statements are typically identified by words such as “will”, “would”, “should”, 
“believe”, “expect”, “anticipate”, “project”, “intend”, “estimate”, “plan”, “goal”, “commit”, “target”, “may”, “might”, “schedule”, “forecast”, “outlook”, “timeline”, 
“suggest”, “seek” and “could” or negative or grammatical variations thereof. 
 
By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties, both general and specific in nature. 
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 – many of which are beyond our control and the effects of which can be difficult to predict – 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, including labour challenges; the anticipated benefits from acquisitions, including Bank of the West, such as potential 
synergies and operation efficiencies, are not be realized; changes to our credit ratings; the emergence or continuation of widespread health emergencies or pandemics, 
and their impact on local, national or international economies, as well as their heightening of certain risks that may affect our future results; cyber and cloud security, 
including the threat of data breaches, hacking, identity theft and corporate espionage, as well as the possibility of denial of service resulting from efforts targeted at 
causing system failure and service disruption; technology resiliency; failure of third parties to comply with their obligations to us; political conditions, including 
changes relating to, or affecting, economic or trade matters; climate change and other environmental and social risks; the Canadian housing market and consumer 
leverage; inflationary pressures; technological innovation and competition; changes in monetary, fiscal or economic policy; changes in laws, including tax legislation 
and interpretation, or in supervisory expectations or requirements, including capital, interest rate and liquidity requirements and guidance, and the effect of such 
changes on funding costs and capital requirements; weak, volatile or illiquid capital or credit markets; the level of competition in the geographic and business areas in 
which we operate; exposure to, and the resolution of, significant litigation or regulatory matters, our ability to successfully appeal adverse outcomes of such matters 
and the timing, determination and recovery of amounts related to such matters; the accuracy and completeness of the information we obtain with respect to our 
customers and counterparties; our ability to execute our strategic plans, complete proposed acquisitions or dispositions and integrate acquisitions, including obtaining 
regulatory approvals; critical accounting estimates and judgments, and the effects of changes to accounting standards, rules and interpretations on these estimates; 
operational and infrastructure risks, including with respect to reliance on third parties;  global capital markets activities; the possible effects on our business of war or 
terrorist activities; natural disasters and disruptions to public infrastructure, such as transportation, communications, power or water supply; and our ability to 
anticipate and effectively manage risks arising from 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 refer 
to the discussion in the Risks That May Affect Future Results section, and the sections related to credit and counterparty, market, insurance, liquidity and funding, 
operational non-financial, legal and regulatory, strategic, environmental and social, and reputation risk in the Enterprise-Wide Risk Management section of BMO’s 
2023 Annual Report, as updated by quarterly reports, all of which outline certain key factors and risks that may affect our future results. 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. We do 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 shareholders and analysts 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. 
 
Material economic assumptions underlying the forward-looking statements contained in this document include those set out in the Economic Developments and 
Outlook section, and the Allowance for Credit Losses section of BMO’s 2023 Annual Report, as updated by quarterly reports. 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. Assumptions about our integration plans, the efficiency and duration of integration and the 
alignment of organizational responsibilities were material factors we considered in estimating pre-tax annualized run rate benefits from Bank of the West cost 
synergies and operational efficiency initiatives.  In determining our expectations for economic growth, we primarily consider historical economic data, past 
relationships between economic and financial variables, changes in government policies, and the risks to the domestic and global economy.     
 
Non-GAAP Measures and Other Financial Measures 
Results and measures in this document are presented on a generally accepted accounting principles (GAAP) basis. Unless otherwise indicated, all amounts are in 
Canadian dollars and have been derived from our audited annual consolidated financial statements prepared in accordance with International Financial Reporting 
Standards (IFRS) as issued by the International Accounting Standards Board. References to GAAP mean IFRS. We use a number of financial measures to assess our 
performance, as well as the performance of our operating segments, including amounts, measures and ratios that are presented on a non-GAAP basis. We believe that 
these non-GAAP amounts, measures and ratios, read together with our GAAP results, provide readers with a better understanding of how management assesses results. 
 
Management considers both reported and adjusted results and measures to be useful in assessing underlying ongoing business performance. Adjusted 
results and measures remove certain specified items from revenue, non-interest expense and income taxes, as detailed on slide 40. Adjusted results and 
measures presented in this document are non-GAAP amounts. Presenting results on both a reported basis and an adjusted basis permits readers to assess the impact of 
certain items on results for the periods presented, and to better assess results excluding those items that may not be reflective of ongoing 
business performance. As such, the presentation may facilitate readers’ analysis of trends. Except as otherwise noted, management’s discussion of 
changes in reported results in this document applies equally to changes in the corresponding adjusted results. 
 
Non-GAAP amounts, measures and ratios do not have standardized meanings under GAAP. They are unlikely to be comparable to similar measures 
presented by other companies and should not be viewed in isolation from, or as a substitute for, GAAP results.   
 
Examples of non-GAAP amounts, measures or ratios include: efficiency, leverage and PCL ratios and growth rates calculated using revenue presented net 
of CCPB; pre-provision pre-tax income; tangible common equity; amounts presented net of applicable taxes; adjusted net income, revenues, non-interest 
expenses, provision for credit losses, earnings per share, ROE, and other adjusted measures which exclude the impact of certain items such as acquisition 
and integration costs, amortization of acquisition-related intangible assets, impact of divestitures, restructuring costs, management of fair value changes 
on the purchase of Bank of the West, and initial provision for credit losses on Bank of the West purchased loan portfolio. BMO provides supplemental 
information on combined operating segments to facilitate comparisons to peers.  
 
Certain information contained in BMO’s Management’s Discussion and Analysis dated December 1, 2023, for the fiscal year ended October 31, 2023 (“2023 Annual 
MD&A”) is incorporated by reference into this document, including the Summary Quarterly Earnings Trend section in the 2023 Annual MD&A. Quantitative 
reconciliations of non-GAAP and other financial measures to the most directly comparable financial measures in BMO’s financial statements for the period ended 
October 31, 2023, an explanation of how non-GAAP and other financial measures provide useful information to investors and any additional purposes for which 
management uses such measures, can be found in the Non-GAAP and Other Financial Measures section of the 2023 Annual MD&A. Further information regarding the 
composition of our non-GAAP and other financial measures is provided in the Glossary of Financial Terms section of the 2023 Annual MD&A. The 2023 Annual 
MD&A is available on the Canadian Securities Administrators’ website at http://www.sedarplus.ca and on our website at www.bmo.com/investorrelations. 

http://www.sedarplus.ca/
http://www.bmo.com/investorrelations
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PRESENTATION 

Christine Viau –Bank of Montreal – Head of Investor Relations 
 
Thank you, and good morning. We will begin the call with remarks from Darryl White, BMO's CEO; followed by Tayfun Tuzun, our Chief Financial Officer; and 
Piyush Agrawal, our Chief Risk Officer. Also present to take questions today are Ernie Johannson, Head of BMO North American Personal and Business Banking; 
Nadim Hirji, Head of BMO Commercial Banking; Alan Tannenbaum and Dan Barclay are representing BMO Capital Markets; Deland Kamanga from BMO Wealth 
Management; and Darrel Hackett, BMO U.S. CEO. 
 
As noted on Slide 2, forward-looking statements may be made during this call, which involve assumptions that have inherent risks and uncertainties. Actual results 
could differ materially from these statements. I would also remind listeners that the bank uses non-GAAP financial measures to arrive at adjusted results, management 
measures performance on a reported and adjusted basis and considers both to be useful in assessing underlying business performance. Darryl and Tayfun will be 
referring to adjusted results in their remarks unless otherwise noted. 
 
I will now turn the call over to Darryl. 
 

Darryl White – Bank of Montreal – CEO 
 
Thank you, Christine, and good morning, everyone. Our results this year reflect the fundamental strength and diversification of our businesses. Driven by record 
revenue and ongoing momentum in Canadian Personal and Commercial Banking and the contribution of the Bank of the West, we delivered good performance in a 
challenging economic backdrop with net income of $8.7 billion in fiscal 2023. Adjusted earnings per share were $2.81 for the fourth quarter and $11.73 for the year.  
 
Pre-provision, pre-tax earnings grew 5% for the year, driven by 16% growth in revenue, reflecting both organic growth across our businesses and the benefit of 
acquisitions. Revenue was up 10% in Canadian P&C, 43% in U.S. P&C and 5% in each of Wealth Management and Capital Markets. We continue to have a strong 
capital position with a CET1 ratio of 12.5%. For the year, return on equity was 12.3%, and return on tangible common equity was 15.8%. And this morning, we 
announced a dividend increase of $0.04 to $1.51 per share, a 6% increase over last year. 
 
This year, we made significant progress against our consistent strategic priorities to continue to grow and strengthen our bank and enhance customer service and invest 
in communities. We closed and integrated strategic acquisitions, advanced our digital-first capabilities and increased our focus on delivering interconnected One Client 
experiences. 
 
With the successful conversion of Bank of the West, which I'll expand upon in a moment, BMO is the most integrated North-South bank on the continent. For our 
customers joining from Bank of the West, this means an upgrade to the strength and breadth of their bank with access to new capabilities, products and services to help 
them make financial progress. When we enter a new market, we commit to making progress for our clients and communities. Our BMO EMpower 2.0 plan is set to 
deliver more than $40 billion to support underrepresented communities and organizations across our U.S. footprint, including loans to minority-owned small businesses, 
community reinvestment in real estate, affordable housing and neighbourhood revitalization. 
 
We also completed the acquisition of AIR MILES with nearly 10 million active collectors, who will benefit from the stability and rejuvenation of the most recognized 
loyalty program in Canada. Since we closed in June, we've added already 50 new partners and introduced robust new features, including an updated travel booking 
platform and a mobile app, leading to four consecutive months of new collector growth and increased engagement.  
 
Our relentless focus on putting customers first and supporting their financial goals with innovative digital experiences and expert guidance continues to be recognized, 
including being ranked first by J.D. Power in both its 2023 Canada Retail Banking and Online Banking Customer Satisfaction studies with the highest scores among 
Canada's largest banks. This type of recognition, combined with the continued strong customer loyalty, reinforces the trust our customers place in us, and it's translating 
into results with strong customer acquisition and deeper relationships. We've had consistent performance in our flagship Canadian P&C business with PPPT growth 
of 10% this year, reflecting peer leading revenue growth in our retail bank, strong market share in our premier commercial bank and an ongoing focus on efficiency 
improvement. In addition, our One Client strategy has momentum, and we've set a strong foundation to grow and deepen relationships between personal, wealth, 
commercial and capital markets clients through our integrated approach and product offering.  
 
The conversion of Bank of the West in September was highly successful. We welcomed 2 million new customers, converted 2.7 million accounts and over 300 systems 
and reenrolled over 90% of active digital users within the first week. We completed the rebranding of over 500 branches, now serving all customers with one unified 
BMO brand. 
 
This was a large and complex acquisition requiring exceptional planning and integration across the BMO and Bank of the West organizations, evidence of our ongoing 
excellence in execution, a key competency at BMO. Our record of improved profitability and efficiency, combined with strong organic growth and successful 
acquisitions set the foundation for this expansion. Now we are at the starting line to realize the full benefit of our expanded scale, leverage our position as a top 10 
U.S. bank backed by the strength of BMO's full $1.3 trillion balance sheet, a key differentiator relative to our U.S. regional competitors. 
 
We're executing against a proven playbook, and we're uniquely positioned to gain share in our new home markets. And momentum is already building with PPPT 
growth in our U.S. segment of 27% this year to US$4.1 billion, doubling from 5 years ago. Bank of the West customer activity is accelerating as we expected. For 
example, we've seen a 3x increase in checking accounts sold digitally on our platform, and we've completed thousands of trades and transactions between Bank of the 
West clients and our Capital Markets businesses. With cost and revenue synergies identified and well underway, we are poised to continue to deliver strong 
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performance.  
 
2023 saw growing challenges in the global economy, impacted by weaker financial conditions and compounded by the escalation of geopolitical crises. While the rate 
of inflation has fallen from four decade highs, further progress towards normalization could be impeded by persistent inflation and weaker global demand due to higher 
cost of borrowing. The potential for an economic downturn remains, both in Canada and the U.S. with higher risks north of the border. 
 
At BMO, we have a clear plan to respond to the environmental shift, which we began to anticipate much earlier this year. We've remained vigilant in controlling what 
we can control. As Tayfun will comment on shortly, we're exceeding our planned cost synergies at Bank of the West and now expect run rate synergies to be over 
US$800 million, almost 20% higher than our initial estimate of US$670 million and largely in our run rate by Q2 of 2024. 
 
On the revenue side, a high-impact marketing campaign is in place across our expanded footprint, driving strong brand aided awareness, leading to thousands of new 
appointments with our customers and supporting revenue synergies in line with our expectations. Additionally, actions we announced and started last quarter on 
efficiency initiatives to optimize legacy BMO workforce, real estate, technology and procurement are expected to result in additional run rate savings of C$400 million 
and be largely in our run rate by the end of 2024. 
 
We continue to focus on strengthening return on capital through our disciplined, dynamic capital allocation decisions, including the winding down of our indirect auto 
portfolio and our focus on One Client experiences to deepen customer relationships. Combining these actions with our long-term track record of superior risk 
management and the full run rate of our acquisitions should differentiate BMO from peers in fiscal 2024 and beyond, driving positive operating leverage and setting 
us up to compete from a position of strength regardless of the environment. 
 
Our consistent performance enables us to put our purpose into action to boldly grow the good in business and life and support a sustainable and inclusive future. We 
continue to advance our ambition to be our clients lead partner in the transition to a net zero world through industry-leading sustainable finance and energy transition 
solutions. This year, we ranked first in the sustainability-linked loan market and launched one of the first sustainability-linked deposit offerings in North America. 
 
As I look ahead, we are focused on a consistent set of strategic priorities and are squarely focused on disciplined execution to deliver sustained performance against 
our medium-term financial objectives, including delivering positive operating leverage. This year we've added return on tangible common equity of over 18%, as we 
believe it to be an important measure of our performance across our capital structure. As the bank best positioned to serve more clients across the Canadian and U.S. 
economies, we’re confident in the power of our integrated North American franchise and our strategy to help clients make real financial progress. BMO will continue 
to leverage opportunities to drive progress across all our home markets. 
 
I want to thank our employees, our customers and shareholders for their commitment to BMO, and I will now turn it over to Tayfun. 
 

Tayfun Tuzun – Bank of Montreal – CFO 
 
Thank you, Darryl. Good morning and thank you for joining us. My comments will start on Slide 10. Before moving to the quarter’s results, I would like to update a 
few of the financial metrics on the acquisition of Bank of the West. With the benefit of almost ten months of operating a larger scale integrated U.S. business and a 
very successful conversion now behind us, we are in a better position to assess the full strategic and financial value of the acquisition and give you a refreshed financial 
outlook.  
 
First, we are pleased with the core performance of Bank of the West despite a more difficult U.S. banking environment than we anticipated coming into this year. As 
a result, we are confirming our 7% net EPS accretion reflecting our updated outlook for the performance of our underlying business and the contribution from Bank 
of the West.  
 
Second, as Darryl mentioned, with the benefit of directly assessing the resource allocations across the combined franchise, we now expect run rate cost synergies of 
over US$800 million by fiscal 2025, significantly higher than the previous US$670 million estimate. The increase is driven primarily by a reassessment of technology 
and operations resource needs. We expect to achieve almost all of these run rate benefits by February 2024. We have realized US$ 220 million of these benefits in 
2023, with an additional US$550 million benefit to be realized in 2024. Integration costs are expected to be approximately US$1.9 billion, reflecting higher expenses 
associated with the later than originally anticipated closing date, higher contract termination costs and pre-conversion expenses, which were instrumental in executing 
one of the most successful integrations in the industry.  
 
We remain confident in delivering revenue synergies of US$450 million to US$550 million, although timing may be one or two quarters later than initially planned, 
given a more muted near-term environment for U.S. Banks. Customer acquisition has remained robust even during the pre-conversion period, and we are encouraged 
by early wins. Similarly, we've maintained strong sales force retention during this time. We are processing significantly more transactions through our existing digital 
platforms, and we see meaningful opportunities to improve both sales productivity and client penetration in each of our business groups, supported by stronger 
connectivity between businesses to serve the full needs of our customers. We are confident in achieving an incremental US$2 billion in run rate pre-provision, pre-tax 
earnings by the first half of 2026, resulting from the acquisition. 
 
Turning to Slide 12. Fourth quarter reported EPS was $2.06, and net income was $1.6 billion. Adjusting items are shown on Slide 40 and include acquisition-related 
impacts for integration costs and amortization of intangibles, which decreased net income by $433 million and $88 million, respectively. The decrease in reported net 
income reflected these items and the gain on fair value management actions related to the Bank of the West acquisition in the prior year. The remainder of my comments 
will focus on adjusted results. 
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Adjusted EPS was $2.81, down from $3.04 last year, and net income was $2.15 billion, up 1%. Revenue increased 19% with good organic growth and the benefit of 
acquisitions. Expenses increased 26%, primarily due to the impact from acquisitions. PPPT of $3.2 billion was up 9% driven by strong growth in our Canadian P&C 
and Capital Markets businesses and the addition of Bank of the West. Total PCL was $446 million including a $38 million provision for performing loans compared 
with a total provision of $226 million in the prior year. Piyush will speak to these in his remarks. 
 
Moving to the balance sheet on Slide 13. Average loan growth was 18% year-over-year, driven by Bank of the West and good growth in Canadian P&C and Capital 
Markets. Sequentially, period-end loans were up 4% or 1% on a constant currency basis. Business and government loans were up 2%, with growth across all operating 
groups. Consumer loans were up 1%, driven by mortgage growth in both Canadian and U.S. P&C, partially offset by declining indirect auto balances. Average customer 
deposits increased 20% year-over-year due to the Bank of the West and higher balances in Canadian P&C and Capital Markets. Sequentially, period-end deposits were 
up 4% or 2% on a constant currency basis with growth in Canadian and U.S. P&C and Capital Markets, offset by lower balances in Wealth Management. 
 
Turning to Slide 14. On an ex-trading basis, net interest income was up 16% from the prior year, and net interest margin was up 2 basis points, driven by Bank of the 
West and higher margins in Canadian P&C largely offset by higher low-yielding asset balances for liquidity purposes in corporate and continued pressure from deposit 
migration. Net interest margin was down 2 basis points from last quarter, driven by higher margins in U.S. P&C, more than offset by lower net interest income in 
Corporate Services. 
 
In Canadian P&C, NIM was unchanged from last quarter as favourable balance sheet mix was offset by lower deposit margins due to the continued migration to term 
deposits. In U.S. P&C, NIM was up 7 basis points, of which approximately 4 basis points was due to a one-time net interest income benefit offset in Corporate Services, 
with the remaining increase reflecting favorable balance sheet mix, partially offset by continued strong deposit pricing competition. On a full year basis, our overall 
net interest margin was up 8 basis points from 2022, driven by the impact of Bank of the West and the benefit of higher longer-term yields, partially offset by pressures 
from higher deposit costs and low-yielding asset balances for liquidity purposes. 
 
Moving to Slide 15. Based on the decision that we made early in the year to curb incremental expenses, our year-over-year underlying expense growth has continued 
to come down throughout the year. We also have announced additional expense management actions last quarter that will further improve our operational efficiency. 
This quarter included a $51 million charge related to the consolidation of BMO real estate that will reduce expenses in future periods. As a reminder, we expect to 
achieve run rate expense savings of $400 million from all these actions by early 2025, in addition to the Bank of the West cost synergies.  
 
The full year expense growth of 24% primarily reflected the impact of acquisitions and higher business development costs as well as the flow-through from last year’s 
investments in sales force and technology. On a normalized constant currency basis, underlying expenses increased 4%, excluding the impact of acquisitions, revenue-
based compensation and upfront charges to accelerate operational efficiencies. As we look ahead to 2024, we are confident in our ability to deliver positive operating 
leverage starting the second quarter, after we reach the first year anniversary of the closing of the Bank of the West acquisition as well as for the full fiscal year. This 
excludes the impact of the estimated FDIC assessment charge of approximately US$300 million, which we expect to recognize in the first quarter as an adjusting item. 
 
Turning to Slide 16. Our capital position continues to strengthen with common equity ratio of 12.5%, up 20 basis points from the prior quarter. Internal capital 
generation and shares issued under the dividend reinvestment plan were partially offset by acquisition integration costs in the current quarter. We expect the combined 
impact of regulatory changes in the first quarter of 2024 and the FDIC charge to be approximately 25 basis points. 
 
Moving to the operating groups and starting on Slide 17. Canadian P&C delivered record net income of $966 million, up 5% year-over-year. PPPT of $1.6 billion 
increased 13%, partially offset by higher provisions for credit losses. Revenue of $2.9 billion was up 13%, driven by 10% growth in net interest income, reflecting 
both strong balance growth and higher margins. Non-interest revenue increased 20%, primarily due to higher card fees as well as the acquisition of AIR MILES. 
Expenses were up 12% reflecting the inclusion of AIR MILES and higher employee-related expenses. Loans were up 6% year-over-year, with growth across both 
mortgages and commercial loans, and increased 2% from the prior quarter. Deposits were up 12% year-over-year and 3% sequentially across both retail and commercial 
businesses. We have strong momentum on both sides of the balance sheet. And while we expect some continued moderation in balance growth, we are well positioned 
for continued market share gains in our businesses. 
 
Moving to U.S. P&C on Slide 18. My comments here will speak to the U.S. dollar performance. Net income was $543 million, up 11%, and PPPT was up 18%, mainly 
due to the contribution from Bank of the West. Sequentially, revenue was relatively stable with an increase in net interest income mostly offset by a decrease in non-
interest revenue. Expenses declined 3% quarter-over-quarter, reflecting lower severance and technology costs. Loans were up 48% from the prior year, driven by Bank 
of the West and were flat quarter-over-quarter on an average basis and up 2% on a period-end basis reflecting increases in both mortgages and business and government 
loans. Deposits increased 43% year-over-year and were flat sequentially on an average basis and up 1% on a period-end basis. While the banking environment remains 
muted, we are well positioned to capture growth opportunities across our expanded footprint and outperform the market as conditions improve. 
 
Moving to Slide 19. BMO Wealth Management net income was $263 million down from $298 million last year. Wealth and Asset Management net income of $213 
million decreased 3% from the prior year. Contributions from Bank of the West and growth in new client assets were more than offset by lower net interest income 
due to migration to term deposits and higher expenses. Insurance net income was $50 million, down from $77 million in the prior year, driven by unfavourable market 
movements compared with the prior year. Expenses were up 12%, mainly due to the impact of Bank of the West and higher employee-related and technology costs. 
 
Moving to Slide 20. BMO Capital Markets had a strong quarter, with net income of $492 million, up 36% year-over-year and PPPT of $620 million, up 39%. Revenue 
in Global Markets was up 12%, with strong equities trading activity, and Investment and Corporate Banking was up 29% on higher M&A and underwriting activity. 
Expenses were up 9%, driven by higher performance-based compensation, technology and transaction-based costs. 
 
Turning now to Slide 21. Corporate Services net loss was $311 million compared with $159 million in the prior quarter and $104 million in the prior year. Results 
reflect higher expenses, including the charge related to BMO real estate in the current quarter as well as lower revenues.  
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Looking ahead to 2024, we are encouraged by moderating inflationary pressures, lowering the need to increase policy rates in the U.S. and Canada. With a slower 
economic growth outlook, we expect loan growth in Canada to continue to moderate and U.S. loan growth, which has lagged Canada in 2023, to gradually improve 
during the year. We expect the combined loan growth to be in the low to mid-single-digit range, along with similar growth rates for deposits. Our NIM is forecasted 
to be relatively stable as the benefit of reinvestments at higher rates offsets continued deposit margin pressure. On the expense side, we remain confident that we will 
achieve positive operating leverage with low single-digit growth, reflecting the additional quarters related to the Bank of the West and AIR MILES acquisitions. 
 
In summary, in 2023, we delivered solid financial results, while we successfully closed and converted the largest bank acquisition in Canadian history. We remain 
proactive in addressing challenges that's largely related to the cyclical nature of our business and expect the actions that we have taken this year and our continued 
relative strength in Canada to support strong performance in 2024, with the added benefit of a larger-scale operation in the U.S., which is a significant differentiation 
for BMO. 
 
I will now turn it over to Piyush. 
 

Piyush Agrawal – Bank of Montreal – CRO 
 
Thank you, Tayfun, and good morning, everyone. We had good risk performance this fiscal year despite a challenging year marked by economic and geopolitical 
headwinds, supported by the strong risk management discipline across the bank. 
 
Starting on Slide 23. For the fiscal year, the total provision for credit losses was $2.2 billion or 35 basis points, including the initial provision for Bank of the West in 
the second quarter. Adjusting for this onetime charge, total provisions for credit losses were $1.5 billion or 24 basis points. During the year, we added close to $1 
billion to the performing allowance, which included the $705 million initial allowance for Bank of the West and a performing build driven by portfolio credit migration 
and reflecting a forward view of the changing risk environment. Impaired provisions for the year were $1.2 billion or 19 basis points compared with 10 basis points in 
2022, consistent with the expected trend to more normal loss rates. 
 
Turning now to the current quarter on Slide 24. Total provision for credit losses was $446 million or 27 basis points compared with the provision of $492 million last 
quarter. Impaired provisions for the quarter were $408 million or 25 basis points, up 4 basis points from the prior quarter, reflecting the lagged transmission of monetary 
policy tightening into the economy. 
 
Moving to Slide 25. The provision for credit losses on performing loans was $38 million, primarily reflecting portfolio credit migration, largely offset by an 
improvement in the forward view of our macroeconomic outlook as well as the lower probability of a hard landing scenario. Given the credit profile of our current 
portfolio and our forecast for impaired losses, we are comfortable that our performing loan allowances provides adequate provisioning against loan losses with about 
3x coverage on trailing 4 quarters impaired losses. 
 
Turning to Slide 26. Impaired formations were $1.8 billion and gross impaired loans increased to $4 billion with the largest increase coming from the business services, 
manufacturing and commercial real estate sectors. While gross impaired loans increased from very low levels in recent quarters, the GIL ratio of 59 basis points has 
returned, as expected, to pre-pandemic levels. Despite the increase in formations in business and government lending in this quarter, we did not see large losses coming 
from them, about 12% rate of losses and formations, reflecting either a collateralized position or the strong underlying credit structures. 
 
Given investor interest, we have included additional information on the Canadian mortgage portfolio on Slide 28. Portfolio credit quality remained strong with low 
delinquency rates of 15 basis points, average FICO scores of 789 and average LTV of 55%, all of which provide significant risk mitigation. With that said, we do 
expect that higher interest rates will impact borrowers when they refinance or renew. We continue to actively manage and stress test this portfolio and given that the 
majority of our customers have multiproduct relationships, our analytical insights indicate customers have the capacity to absorb higher payments. 
 
In fact, about $16.3 billion of mortgages renewed in 2023 at higher interest rates, and these customers are demonstrating strong payment performance despite payment 
increases of just over 20% on average. A larger portion of our portfolio renews in 2026, by which time we expect interest rates will have moderated and customers 
will have had time to prepare. We are proactively reaching out to customers, particularly our variable rate customers. We've had a positive customer response to the 
outreach, resulting in a reduction in mortgages in negative amortization from prior quarter. 
 
As we look to the upcoming fiscal year, we have experienced the credit normalization that we were expecting. Given our current outlook for higher for longer rates 
and the lagged impact from these interest rate increases, we expect impaired loss rates to trend somewhat higher from Q4 levels in the range of low 30 basis points, 
still below our long-term average, and then improve as the rates start to come down and the economy begins to strengthen further. Given our strong risk management 
capabilities, the quality of our portfolio and prudent allowance coverage, we remain well positioned to manage current and emerging risks. 
 
With that, I will now turn the call back to the operator for the Q&A portion of this call. 
 

QUESTIONS AND ANSWERS 

Meny Grauman – Scotiabank Global Banking and Markets 
 
Piyush, I just wanted to follow up with something that you concluded with in terms of talking about the guidance on, I believe, impaired PCL ratios. You highlighted 
that you still think that you will be able to be below historic averages. I'm just wondering what gives you confidence in that ability to be below the historic average 
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even next year or this year actually? 

Piyush Agrawal – Bank of Montreal – CRO  
 
Thanks, Meny. Gross impaired loans obviously were up this quarter, up from historically low levels of impairment from the last few, just coming out of the benign 
cycle and the pandemic. What we've done is we've gone ahead and looked at all of our portfolios and seen where there is particular stress and already accounted for 
those in the impaired book. As I look at that pace of impairment, while there might be an increased formation, and that's why you see this increased formation, we 
think that the amount of impairment coming from those as evidenced this quarter and our history over the last 30 years, we think that we are well adequately provisioned 
to be in that range of low 30s. 
 
Again, there is an implicit assumption that the economy is improving as you're seeing and we start seeing cuts in interest rates by the end of '24. The economy has 
been holding up very well. You're seeing positive revisions to economic forecasts, and I think these will play out to our benefit as we go into '24. 
 

Meny Grauman – Scotiabank Global Banking and Markets 
 
Just a follow-up. In terms of sort of a higher for longer rate scenario, I mean you talked about and you have the new disclosure, which is helpful in terms of the capacity 
of customers of borrowers to absorb higher payments. I'm curious how you think about the knock-on effects of that so they can absorb higher payments, but certainly, 
there must be sort of a cost there to the economy and maybe to other parts of the credit book, especially on the unsecured side. I'm just curious how you think about the 
knock-on effects of higher for longer if the mortgage book can hold on, but what are the implications beyond that? 
 

Piyush Agrawal – Bank of Montreal – CRO 
 
We are beginning to see that, in fact, in the unsecured book, which is why you're seeing delinquencies, go up. I think it's also important that customers are adjusting to 
the new reality, and that's evident across behaviour patterns. Credit card spend has come down by about 4% faster in the discretionary spend areas yet, balances are 
still high. We've talked about higher balances of about 30% coming out of the pandemic. Those balances are getting used up but haven't gone down to zero. They’re 
still about 12% higher than pre-pandemic. You saw the statistic on savings, still very rich at about 5% savings rate. There's also an increased amount going into 
investments. 
 
There are buffer mechanisms as customers are adjusting and this higher increased rate of delinquencies really is around what we expect for prepandemic as well as 
what we would want for our risk appetite. We are getting compensated for the underwriting we are doing on the revenue line to compensate for some of the increases. 
It's evident there are weaknesses, but that weaknesses is compared to what you've seen as benign quarters, of the last seven or eight coming out of the pandemic. 
 

Ebrahim Poonawala – Bank of America Securities 

Sticking on credit, Piyush listening to you around the trajectory of the economy over the next year. It sounds like you're baking in some version of a soft landing where 
things get a bit worse and start getting better by the end of the year. If you give sensitivity around like what happens, the level of visibility around that guidance when 
you look at sort of cash flow within your commercial customer base, both in Canada and the U.S., what gives you confidence and insights into that, if you can? Maybe 
Nadim can chime in on the health of the commercial customer base as well. 
 
Tied to that, you talked about that you've reserved for areas of stress. In my view, we should see areas of stress widen beyond office CRE or lower income FICO 
consumer into other categories as businesses go bankrupt, et cetera. One, do you share that view? If so, what are the other areas of stress that you're watching right 
now? 
 

Piyush Agrawal – Bank of Montreal – CRO 

There's a couple of questions, Ebrahim. Let me try and take one of those at a time. Your first one is just around provisioning and how, what we think about going 
forward. We built about $1 billion of provision in performing allowance for the year. As you know, IFRS 9, it can be counterintuitive, but it's countercyclical. Over 
the year, we thought about what the forward forecast was going to be, including a higher weighting of a hard landing or a severe recession, which, as you've seen over 
the last few quarters, the world is adapted and macroeconomic consensus has gotten better. If you don't think it's better, at least, it's less negative. Both of those are 
helpful. 
 
As we go into '24, we've built those provisions to give us a coverage of about 54 basis points, which at this point of time is 50% higher than pre-pandemic. A second 
metric just to put that in perspective is, from a trailing 4-quarter losses, even at 25 basis points that I just talked about, we are at about 3x coverage that would tell you 
it's very prudent or conservative depending on how you take it. We've thought about that going into '24.  
 
The last one I'll make, then I'll pass it on to Nadim is, by now, we have reviewed every customer once or twice for the impact of that interest rates on the behaviour 
pattern. You're seeing that in the risk rating migration. You're seeing that in the flow to our impaired loans, and we've factored all of those in even through our deep 
dives. In fact, previous quarter when we took the big build, it was around sectors of stress like commercial real estate, that the models did not pick up, that's already 
factored in, and you can see that in our performance in Q4. 
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Nadim, I don't know what you would add on commercial lending, what you're seeing. 
 

Nadim Hirji – Bank of Montreal – Group Head, BMO Commercial Banking 

What I would say is very similar to what we talked about in the last quarter. We are seeing stress, of course, in the portfolio. U.S., the stress was earlier than Canada. 
We are seeing Canada having more stress than we did a couple of quarters ago, but everything is absolutely in line with what we had expected. When you talk to 
customers, they're looking at their P&L, they're managing their expenses. They are looking at labour rates, which have stabilized, in some cases have come down. 
Shipping rates have come down. Logistics is down. They're seeing some margin relief there. 
 
Overall, when I look at the portfolio, we feel very comfortable that our customer base is solid. We do think there's going to be some more formations, which we have 
forecasted already. But the momentum is good. In the U.S., we had said, recall last quarter, that we expect quarter-over-quarter loan reduction to stabilize and then 
positive into 2024. We were 1% down quarter-over-quarter in the U.S. But if you look at as-at balances, from June to October, we were actually up 1%, which is 
exactly what we had expected and wanted, and with solid momentum going into 2024 in the pipelines. 
 
Canada, as we had expected, did come down in loan growth numbers. Again, it's as we had said in the last call. Looking into 2024, we're seeing M&A activity starting 
to come back. Pipelines are starting to improve. We continue to believe that we'll have mid-single-digit growth both in Canada and the U.S. If I was a betting person, 
probably slightly higher growth in the U.S. 
 

Ebrahim Poonawala – Bank of America Securities 

Understood. A follow-up, maybe for Tayfun or Darryl. Just strategically, when we think about the balance sheet, are we in optimization mode, like we've done some 
small business exits or portfolio exits recently. Talk about is there more to do, and just thought process around optimizing capital and the balance sheet and where we 
are playing offense in terms of taking market share given the pullback, especially with the U.S. regional banks. 
 

Tayfun Tuzun – Bank of Montreal – CFO 

In terms of capital allocation, Ebrahim, we're always on an on-mode, right? We have to constantly review our balance sheet and make sure that allocation of capital to 
businesses is taking place for the best interest of our shareholders. We'll continue to do that. We've done a very good job, over the past couple of years in ensuring that 
we are allocating capital to its best use. In terms of market share gains, obviously, that is a strong point for us. And with the addition of Bank of the West and expanded 
footprint and a larger customer base, we do see significant opportunities. 
 
The other point that I would make is we closed the quarter at 12.5%, a very strong capital position. We have a pretty modest impact in Q1 of the cumulative impact of 
the regulatory changes as well as the $300 million FDIC charge. We feel good about our capacity for growth, and we will continue to look for opportunities to allocate 
capital to its best use on our balance sheet. 
 

Darryl White – Bank of Montreal – CEO 

Ebrahim, it's Darryl. I'll just pile on, I can't help myself, on the last part of your question on whether this puts us in a position to be a share taker. If you go back to 
before we grew the bank in the U.S., that was always our objective, particularly in some of our wholesale businesses, and we did that successfully relative to a 
competitive set that we judged to be pretty good, but in some cases, a little bit weaker than us. Now you roll forward with the integration of our business, the balance 
sheet that we have in the U.S., $435 billion, the presence in 32 states, the digital bank across the entire nation. 
 
There's really no other way to say it - we didn't do this transaction to not take share. We were good at it before, and we'll be even better at it afterwards. We're a top 10 
bank, and the objective is to continue to take share, particularly as markets become more constructive, which has been our power alley in the past as well. We've got 
the balance sheet to do it because the competitors that we will be looking to take share from don't have that capital ratio. 
 

Gabriel Dechaine – National Bank Financial 

I'd like to follow on with that line of questioning sort of -- and Ebrahim touched upon the portfolio exits, I believe, none of this has been confirmed by the bank, I don't 
think, but it sounds like you're getting out of auto lending, indirect auto lending in Canada and the U.S. and maybe the RV, marine lending business in the U.S. Just 
wondering what do you have to say about that scuttlebutt? Then if there's some legitimacy to that stuff, is there a financial impact that we should be flagging, earnings 
in particular? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

We don't comment on scuttlebutts and rumors, Gabe, as you can appreciate. I'll turn it over shortly to Ernie with her comments about the indirect auto loan business. 
We like the RV business. We have a large-scale operation in the U.S. with the #3 market share that Bank of the West brought to us. It's a good business, and we have 
very good relationships with our dealers. We are not getting out of that business, no matter what the scuttlebutt may say. I'll leave it there, and then I'll turn it over to 



 

 

December 1, 2023 / 8:00AM, Q4 2023 Bank of Montreal Earnings Call 

Ernie for the indirect auto piece. 
 

Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

Thanks. On the indirect auto piece, we're winding down that portfolio. As you can imagine, the impact over the next few years will be marginal in each year. And you 
can typically see an indirect auto book roll in about 3 years or so. That will be the end of it. I really want to reiterate Tayfun's point around our marine, RV business in 
the U.S. is a 30-year business that has a #3 market share. It was attractive to us as we went into the Bank of the West arrangement, and we're committed to the ongoing 
originations of that program and are seeing good success as we speak right now. 
 

Gabriel Dechaine – National Bank Financial 

All right. Thanks for that clarity there. I was a bit surprised with that particular one because you sounded like you liked it, so clearing that up helped. And then on the 
capital front, the consolidated picture, clearly, you're in a good position. If I look at the call report, your U.S. subsidiary data, and I exclude the AOCI opt out, it looks a 
little bit lower relative to where you probably want to be. I'm just wondering if you're entertaining, doing something along the lines of what one of your peers did as far 
as recapitalizing the U.S. business? I know that picture doesn't give the full one of the U.S. operations, so maybe there's a missing link there. What are your thoughts on 
that positioning? 

Tayfun Tuzun – Bank of Montreal – CFO 

The answer to your question, is an unqualified, no. We actually feel pretty good about our capital position. In the U.S. I think we are at 11.5% at the bank level and a 
little bit below that at the holding company level. It's a number that is going to continue to accrete at a fast pace. Even with the AOCI, we feel good about it. We are 
not planning to do anything in the U.S. that is similar to what some of our peer group banks had to do. 
 

Gabriel Dechaine – National Bank Financial 

Just a quick one here. I want to confirm, you're reiterating the accretion guidance on Bank of the West is 7% accretive to 2024. If you can just state that and then the 
comment on the revenue outlook for the business. You talked about having $300 million or so of revenue accretion, not in that 7%. The timing of that execution 
would be an interesting response. 
 

Darryl White – Bank of Montreal – CEO 

Yes, Gabe, I could help you with that. The answer is, yes, we are reconfirming the 7% accretion target that we talked to you about earlier this year. Secondly, a way to 
frame the second part of your question is around the $2 billion of PPPT that we had also held up to you all over the course of our discussion of this acquisition. There, 
we're also sticking with that number. Now you might ask if your synergy number is higher, why isn't the $2 billion also higher? And there, I would say, confidence level 
has gone up. I think you know it's been our practice to estimate conservatively and then update the Street when objects become closer in the windshield. 
 
At this point, I would say the $2 billion that we put out to all of you includes, number one, the baseline contribution from their core business. Number two, the cost 
synergies, which have gone up and our confidence level is virtually 100% on those. Then on the revenue synergies, if we get more confident as time goes on, we'll update 
you there as well. This just goes to show you that we've got quite a bit of room to hit that $2 billion number that we talked about in the past by the first half of 2026. 
 

Doug Young – Desjardins Securities 

The first question, 25 basis point impact in Q1 from a combination of items. I want to confirm what’s in the 25 basis points. That’s the FDIC, that’s the FRTB, that’s 
the CVA, and that’s including the negative amortized mortgage impact, all of that is included in there. Is that correct? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

Yes, and the last one that I will add to that is the IFRS 17 transition as well. Everything is included in that number. 
 
 
Doug Young – Desjardins Securities 
Then if at 12.5% this quarter, you take out 25 basis points and assume organic 25, you're around 12.4%, 12.5% call it. Is that the range at which you're comfortable 
running at? I don't think you've talked about kind of an operating target range for your CET1 ratio, but can you spell at what you're comfortable with? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

The comments that we made in the past is that we would be looking for a 50-plus basis point type of cushion to regulatory guidance. In that sense, I suppose next 
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week, we will get some more clarification from OSFI as to what they are thinking about in terms of the remaining 50 basis points of buffer left, but our overall 
management approach to it is to operate in that 50-plus range, depending upon what the regulatory guidance may end up being. 
 

Doug Young – Desjardins Securities 

Lastly, on the gross impaired loan formations, and all the explanations that have come through. I'm hoping you can do a bit of a quicker deeper dive. You obviously 
had the formations. You didn't have a big PCL build. You talked about terms and conditions and collateral giving you confidence. Can you give a sense or a numeric 
sense of or an example of that term or the collateral that's backing this? We can see loan-to-values for mortgages, we don't have good sense of that to the commercial 
side. I don't know if there's anything you can give concrete to give a little more confidence around that.  
 

Piyush Agrawal – Bank of Montreal – CRO 

It broadly goes back to a risk culture and early problem recognition. When you recognize the problem early, you get a workout in a SAMU special team working with 
our bankers, helping rehabilitate clients. The formation itself, it's a data point. Your question is a good one, which is then how do you think about what's next? Because 
of the collateral or the structure, and I'll give you an example, when you have bankruptcies that are growing both in the U.S. and Canada, you automatically, the client, 
you mark the client and the exposure into a formation or into impairment, then you look at your facility, our credit exposure. In many of these cases, we have a fantastic 
team that does asset-backed lending. 
 
When you think of a large retail client that goes into bankruptcy, we've got a very scientific way of looking at lending across a borrowing base, even though it's in 
bankruptcy, your losses are zero. It might be a large number in the formation. It's close to zero when it comes to the impairment, which is why the confidence. The 
same thing goes across many of our secured portfolios. We've seen that even in our commercial real estate book in some cases where a name goes in, but you don't 
need any provisions only because there's plenty of value in that. I hope that helps and why the confidence around the formations versus impaired losses. 
 

Doug Young – Desjardins Securities 

No, it does. I probably want to dig a little deeper at another time, but I appreciate the colour.  
 

Darko Mihelic – RBC Capital Markets 

Just a couple of questions for some clarification, please. Piyush, with respect to the mortgage payment shock that’s in your slide deck here on Slide 28. What is the 
renewal rate that you’re assuming for these payments in 2023?  
 

Piyush Agrawal – Bank of Montreal – CRO 

The one you see here on Slide 28, that's just the absolute amount that's maturing in that year. We've told you that the renewal rate for '23, which was about 6%, showed 
an increase of about 21% in payments. We haven't given that detail on this slide. I'll tell you if I look forward and we have all sorts of sensitivities, if rates didn't come 
down, they stayed constant, that 21% is in the same 20% to 25% next year and probably a little higher in the year '25. The bulk of, as you see the maturity is coming 
due in '26. 
 
If I were to go back that out, just to give you more perspective, we've looked at no income change of our borrowers and this higher payment and that equates to about 
a 5% increase of the total income at the time of origination. We can provide you more details, Darko. At the end, what you see here is just the contractual maturity, 
and we've done a lot of work around what it would look like at different payment rates. 
 
Ernie, would you add something? 
 

Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

I was curious, your question is the percentage of customers who are renewing because that's really high as 90% of our book will renew with us, if that's part of your 
question. The statement is that what we're seeing customers renew right now. They're facing an increase. They're able to handle that increase quite nicely. A couple of 
factors, as you know quite well, 8hey were stressed at a higher interest rate when they were originated. We’ve seen an ability for consumers to adjust and be able to 
afford the increased payment, which is what you’re also seeing on this slide, which is the regular payments went up, 21% for consumers who are renewing this year 
between the fixed and variable mortgages, and they are handling it. 
 

Darko Mihelic – RBC Capital Markets 

My real question was that last bullet point. If you’re suggesting that there’s a 22% increase in the payment for the variable rate mortgage or what rate are they renewing 
at? There must be an assumption built in there…. 
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Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

That last bullet point are exactly customers today in '23. They're renewing at today's rate. Exactly right. 
 

Darko Mihelic – RBC Capital Markets 

If they did that in 2024, you were suggesting we would see similar sort of impact? 
 

Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

Correct. 
 

Darko Mihelic – RBC Capital Markets 

The second question along this same sort of line of questioning is if the average is 22, what do the tails look like? There must have been some customers with a 
significantly higher increase and clearly, it would have been some with a very small increase. Is there any sort of distribution you can provide? 
 

Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

We do see people having to face a 30% increase this year. That will get higher as we move into '26 ’–if you assume no rate decrease. There would be customers who 
would potentially be facing 35% or 40% at that tail end again. Going back, and you think about where they were stressed at and their current income as you look at their 
cash flow in a variety of ways, we feel pretty confident that there is an appetite or an ability to be able to consume that increase, or to handle that increase. 
 

Piyush Agrawal – Bank of Montreal – CRO 

Darko, the same customers from our outreach programs, have come back and are actually already prepaying voluntarily down quite a bit. There are some who know it's 
a higher number, but they're waiting for the rate decrease to happen. But we've got very positive outreach and customer reaction around the voluntary prepayments back 
to lower the negative amortizations. 
 

Darko Mihelic – RBC Capital Markets 

This is all very helpful. I really appreciate the disclosure. The last lingering question that we're all having around this is, yes, I can see the increase on average for the 
customers in 2023. Did they renew at a shorter term? How much time before you suspect there will be some cracks for people that are paying these higher payments? 
 

Ernie Johannson – Bank of Montreal - Group Head, N.A. Personal and Business Banking 

What we're seeing right now is renewing into fixed rate product and also into shorter duration because of the anticipation of rate decreases, which is very prudent on 
the part of Canadians who are renewing. I want to clarify as well, as you think about that 40% increase, those are going to be smaller numbers at that tail end of it when 
you think about the increase that consumers are going to be facing on the payment. 
 

Darko Mihelic – RBC Capital Markets 

Underwriting today, just to finish off this discussion, you're still growing your mortgages, presumably you're doing originations. What does it look like today versus 4 
or 5 years ago, are you looking at better GDS/TDS ratios? Is there anything you can point to that suggests that people that you're underwriting today at a higher rate 
than you would have 4 or 5 years ago are they putting down more down payment, is the LTV lower? What can you tell us about the originations that you're putting on 
today? 
 

Ernie Johannson – Bank of Montreal - Group Head, N.A. Personal and Business Banking 

I'll respond in a couple of ways. What we're seeing, obviously, is at a stress rate on top of the high rate that exists today ensures that your customer has more robust 
cash flow and ability to pay. Our underwriting remains as prudent as it has been in the past, in the sense that we look at loan to value, we look at affordability, we look 
at their stressed rates that they can afford with an increase in payment. I would say our underwriting remains consistent. The market and interest rates have improved 
the quality of the customers simply because you have to be stressed at a higher interest rate. 
 
 
 
 



 

 

December 1, 2023 / 8:00AM, Q4 2023 Bank of Montreal Earnings Call 

 

Darko Mihelic – RBC Capital Markets 

Are you happy with the spreads you’re getting on mortgages these days? 
 

Ernie Johannson – Bank of Montreal - Group Head, N.A. Personal and Business Banking 

Yes. Let me take 2 seconds on that. Our approach to mortgages and all our retail market share growth that we've experienced over the past few years is a function of 
our strategy around holistic conversations with customers and holistic relationships and growing new customers with those full relationships. When I look at this 
business, I look at how many customers do we have with primary relationships, which is leading right now in the industry, and also how much we're consolidating our 
relationships with existing customers. It's not a mortgage strategy per se. It's a retail relationship strategy we're driving. 
 

Paul Holden – CIBC Capital Markets 

Limiting it to 1 question. The one I want to ask is on Bank of the West, and I want to make this clear. I think I know what the answer is, but you've increased cost 
synergies 20%, but EPS accretion is expected to be the same. Is that a function purely of the change in the macro environment or has there been any change in 
customer retention? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

There is no change in customer retention. We are very happy with both the client retention as well as employee retention. This is due more to the environmental factors 
that we have seen over the past year. 
 

Paul Holden – CIBC Capital Markets 

Since that was a quick one, maybe I can sneak one more in. When does the discount come off? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

We will find out soon what OSFI's intention is. We have this first quarter, we need to get through the impact and make all these changes, and we will assess that during 
the quarter, and we'll come back to you and give you our perspective. 
 

Mario Mendonca – TD Securities 

Tayfun, I think in your opening comments, you referred to $1.9 billion of integration costs. Is that a forward-looking number? Or has that already been incurred? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

No, that is very largely behind us. We have a little bit left, but a significant portion of that is already behind us. 
 

Mario Mendonca – TD Securities 

On the variable rate mortgages, the 62%, could you talk about what that number was last quarter, the 60% negative amortizing? What it was last quarter and why that 
number is so high? Your peers seem to be covering around 50, even less than 50. 
 

Piyush Agrawal – Bank of Montreal – CRO 

Our number, we've got paid down about by $3 billion, so it's a little bit higher. As long as rates remain where they are, if they come down, they continue to come down 
over time. 
 

Mario Mendonca – TD Securities 

Why so high? 
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Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

Let me explain that, why so high. If you'll remember our acquisition growth occurred in a market where variable rate mortgages were the consumer preference. You'll 
see us having a higher proportion as a result of our growth rate took place in those years, where that product was taken over a fixed rate product. It's essentially a 
consumer preference during our time of acquisition. 
 

Mario Mendonca – TD Securities 

I'm not sure if this is because I'm tired or the earnings season has gone on too long, but I kind of hear this message that BMO could very well need more capital if the 
domestic stability buffer is raised. Am I reading too much into your comments? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

Yes. 
 

Mario Mendonca – TD Securities 

I am? 
 

Tayfun Tuzun – Bank of Montreal – CFO 

We don’t need more capital. 
 

Mario Mendonca – TD Securities 

Just felt that way, listening to some of your comments. 
 

Mike Rizvanovic – KBW 

I wanted to go back to the mortgage renewals. I'm wondering about is when I look at the expectation for the Bank of Canada overnight rate, it looks like four cuts in 
2024, four cuts in 2025 and that would bring us down to a 3% overnight rate. I'm assuming and correct me if I'm wrong, but you'd be looking at a normal upward sloping 
yield curve. If that is your expectation then it doesn't seem like the 5-year fixed rate would be much different than the 6% it is at today because right now, the 5-year 
Bank of Canada bond rate is at about 3.65 and then you've got to add that spread on top of that. It doesn't seem like the expectations on the rate side are really conducive 
of providing relief on this mortgage renewal issue. 

And then in that vein, when I look at some of the originations done back in 2021, early 2022, the payment differential, just simple math will tell you that it's somewhere 
around 70% to 80% for some of your borrowers. This is not just for BMO, but industry-wide. Any thoughts on that? Any colour you can provide would be super helpful. 
 

Ernie Johannson – Bank of Montreal – Group Head, N.A. Personal and Business Banking 

I'll just remark on your last comment. Our modeling would not suggest that. We look at what the rate is that they took when they applied to the rate that they will be 
renewing at and don't see it going into that zone. That's one point. The second point I would say is our expectation is that even if the rates stay the same, that we'll be 
looking at customers facing upward, up to about a 40% increase in terms of at the max, or 45 at the max in that zone, when they renew. 

A little different from where your assumptions are. I'll come back to the fact that these customers were underwritten with a very strong performance, and we monitor 
them today for their increase in cash flow and what they have remaining, their capacity to pay. We feel very confident that these customers are able to absorb the 
increased shock should there not be a rate decrease. 
 

Mike Rizvanovic – KBW 

I'm not sure if there's maybe an embedded expectation of amortization extensions there and the hardship rule. The 40% would be higher if I just look at just the straight 
math of originating a sub 2%, renewing at 6% or even in the mid-5s would be, in some cases, more than 40. So maybe we can take it offline, but I'd love to get more 
details on that. 
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Darryl White – Bank of Montreal – CEO 

Thank you all for your questions this morning. Before we conclude, I would like to take a moment to recognize Dan Barclay, who is in the room with us. After a 30-
year career, Dan will be retiring next month. Dan's long track record of client service, ethical leadership, innovation and strategic counsel have been key to the progress 
we're making across the bank for our clients. Dan on behalf of all of us congratulations on a remarkable career. 

Alan Tannenbaum is succeeding Dan and has hit the ground running. His appointment represents a very strong hand off from a high-performing business into a high-
performing business. We are at the bank proactively positioned for future growth and confident in the power of our integrated North American franchise with consistent 
and differentiated performance that will help our clients make real financial progress. 

Thanks, everyone. I want to wish everyone a happy holiday season, and we look forward to speaking to you again in the New Year 

 


