
Q1
2007

FINANCIAL 
RESULTS Investor Community Conference Call

KAREN MAIDMENT 
Chief Financial and Administrative Officer

March 1 2007

jlangd01
Text Box
BMO has restated its interim 
financial statements and MD&A for the 
first quarter of 2007 to reflect the 
effects of previously announced 
commodities trading losses that 
relate to that quarter.  

Please refer to the restated First 
Quarter 2007 Report to Shareholders.
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FORWARD LOOKING STATEMENTS
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 2007 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 and U.S. 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 conditions in the 
countries in which we operate; interest rate and currency value fluctuations; changes in monetary policy; the degree of competition in the geographic and business 
areas in which we operate; changes in laws; 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; critical accounting estimates; operational and 
infrastructure risks; general political conditions; global capital market activities; the possible effects on our business of war or terrorist activities; disease or illness that 
impacts on local, national or international economies; disruptions to public infrastructure, such as transportation, communications, power or water supply; and 
technological changes.

We caution that the foregoing list is not exhaustive of all possible factors. Other factors could adversely affect our results. For more information, please see the 
discussion on pages 28 and 29 of BMO’s 2006 Annual Report, which outlines in detail certain key factors that may affect BMO’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, 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 
statement, whether written or oral, that may be made, from time to time, by the organization or on its behalf.

Assumptions about the performance of the Canadian and U.S. economies in 2007 and how that will affect our businesses were material factors we considered when 
setting our strategic priorities and objectives and in determining our financial targets, including provisions for credit losses.  Key assumptions included that the 
Canadian and U.S. economies would expand at a moderate pace in 2007 and that inflation would remain low.  We also assumed that interest rates in 2007 would 
remain little changed in Canada but decline in the United States and that the Canadian dollar would hold onto its value relative to the U.S. dollar.  Although the U.S. 
dollar strengthened relative to the Canadian dollar in the first quarter, we believe that our other assumptions are valid.  We have continued to rely upon those 
assumptions and the views outlined in the following Economic Outlook in considering our ability to achieve our 2007 targets.  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.  Tax laws in the countries in which we operate, primarily Canada and the United States, are material factors we consider when determining our 
sustainable effective tax rate.
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NON-GAAP MEASURES

Bank of Montreal uses both GAAP and non-GAAP measures to assess performance.  Securities regulators require that 
companies caution readers 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 
quarterly Press Release, MD&A and in its Annual Report to Shareholders all of which are available on our website at 
www.bmo.com/investorrelations.

Non-GAAP results or measures include revenue, taxes and productivity results and measures that use Taxable Equivalent 
Basis (teb) amounts, cash-based profitability and productivity measures, Net Economic Profit and results and measures that 
exclude items that are not considered reflective of ongoing operations.  Bank of Montreal also provides supplemental 
information on combined business segments to facilitate comparisons to peers.
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61.7%9.90%$52MM18.0%1.3211.1%$1.30$673MM
Excluding 
Restructuring 
Charge

1.15

Cash 
EPS

As Reported 66.9%9.90%$52MM15.7%(3.4)%$1.13$585MM

Net 
Income EPS Tier 1 

Capital
Specific 

PCLROE Cash 
Productivity

EPS
Growth

Q1 2007 FINANCIAL HIGHLIGHTS

Key Messages (Measures below exclude Restructuring Charge)

Good quarter driven by high quality operating performance
EPS grew 11.1%, excluding restructuring charge
Revenue growth of 4.1% Y/Y
Expenses well managed, growing 2.8% Y/Y
Cash productivity of 61.7% improved 72 bps
Net interest margins stable for P&C Canada and Total Canadian Retail
Total bank effective tax rate of 26.1%
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1.32
1.19

Q1 06 General
Allowance

Taxes Other Operating
Growth

Q1 07

1.37 1.32

Q4 06 General
Allowance

Taxes Other Operating
Growth

Q1 07

CASH EPS GROWTH (Excluding Restructuring Charge)

Q1 07 vs. Q1 06 ($/Share)

↑↑↑↑ 0.21

Q1 07 vs. Q4 06 ($/Share)

↑↑↑↑ 0.08

0.04

0.00

0.16 0.06

0.00
↑↑↑↑ 0.05

Q/Q $23MM or $0.05/share

+ All operating group earnings increased 
due to strong volume growth and 
improved trading revenues

- Lower tax rate in the prior quarter 
(26.1% in Q1 07 vs. 17.4% in Q4 06)

- $35MM reduction of the general 
allowance in Q4 06  

- Stock-based compensation expense for 
employees eligible to retire higher in Q1 
07 by $42MM ($0.06/share)

Y/Y $67MM or $0.13/share

+ Broad-based volume growth in P&C 
Canada and PCG

+ Lower corporate tax rate
(26.1% in Q1 07 vs. 29.0% in Q1 06)

- Trading revenues were at their peak in 
the prior year, amid volatility in the 
energy sector
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P&C Canada Net Income of $292MM 
Increased $30MM or 12% Y/Y 
Revenue growth of 6.4% driven by 
volume growth and higher revenue
in card business 
Expense growth of 4.1% due to 
expansion of sales and service staff

P&C U.S. Net Income of US$25MM
Decreased US$3MM or 15% Y/Y
Revenue growth of 0.8% 
Expense growth of 8.0% supporting business 
volumes and costs associated with new branch 
technology platform

IBG Net Income of $219MM
Decreased $3MM or 2% Y/Y
Revenue decreased 3.6% as trading 
revenues declined from record high 
levels in Q1 06
Expenses declined 1.2%

PCG Net Income of $95MM
Increased $4MM or 4.2% Y/Y 
Revenue growth of 8.9% due to 
higher fee-based and commission 
revenue
Expense growth of 9.7%

Q1 2007 GROUP NET INCOME

Corporate Services Net Income of $38MM
Excludes restructuring charge
Increased $40MM Y/Y due to lower taxes, better 
revenues and lower expenses
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9.90

0.10

62.1

61.7

2.8

4.1

18.0

18.3

1.30

1.32

673

Q1
2007 

Excluding 
Restructuring 

Charges

10.41

0.12

62.9

62.4

0.8

3.0

17.8

18.1

1.17

1.19

606

Q1 
2006

9.90

0.10

67.3

66.9

11.4

4.1

15.7

15.9

1.13

1.15

585

Q1
2007

As Reported

10.22

0.03

64.6

64.2

(0.9)

(5.9)

19.4

19.6

1.35

1.37

696

Q4
2006

10.07

0.09

61.5

61.1

2.0

6.7

20.3

20.6

1.38

1.40

710

Q3
2006

61.9Cash Productivity Ratio (%)

62.3Productivity Ratio (%)

19.3Return on Equity (%) *

19.6Cash Return on Equity (%) *

1.25EPS – Diluted ($/share)

1.27Cash EPS – Diluted ($/share)

10.20

0.14

(0.6)

3.0

651

Q2 
2006

Capital: Tier 1 Capital (%)

PCL/Avg. Loans Accept. (%) *

Expense Growth – Y/Y (%)

Performance Measure

Revenue Growth – Y/Y (%)

Net Income ($MM)

QUARTERLY FINANCIAL TRENDS

* Annualized
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ACCOUNTING UPDATE 

BMO adopted the CICA's new accounting 
requirements where certain securities and all 
hedging derivatives are recorded at fair value.  

P&L impact of new accounting not material (nil 
for Q1’07).

Unrealized gains and losses on these 
securities and hedging derivatives recorded in 
in Other Comprehensive Income, a new 
section of Shareholders’ Equity until realized.

Change in accounting rules requires awards 
granted to employees eligible to retire be 
expensed at the time of the grant

Recognition up front results in large expense in 
Q1 when awards are granted with a lower 
amount booked in Q2-Q4

Expense in Q1 2007 is $42 million higher than 
the expense will be in the following quarters.  

NOTE: In F06 the expense was booked in 
Corporate.  This has been restated and the 
groups have been charged.

1
Other Comprehensive 
Income

New: Q1 2007 2
Stock-Based
Compensation

Adopted: Fiscal 2006
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RESTRUCTURING CHARGE

Charge is the result of a comprehensive review of the efficiency and effectiveness of 
all support functions, groups and business processes that support the front line. 

The charge relates to the elimination of approximately 1,000 employee positions in 
primarily non-customer facing areas of the company across all support functions and 
business groups. 

$117MM relates to severance-related costs and $18MM relates to non-employee 
related costs.  

Benefits of the cost savings from this initiative are important to achieving the 2007 
financial targets.   

The charge reflects BMO’s previously-stated intention to increase customer focus by: 

• Directing spending and resources on front-line sales and service; 

• Creating more efficient processes and systems across the company;

• Continuing to accelerate the pace of the company’s growth.

$135 MM Charge Recorded in Q1 2007 ($88 MM after-tax)
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CAPITAL & RISK WEIGHTED ASSETS

17.316.116.316.316.4Assets-to-Capital Multiple (x)

11.76

10.22

Q4 06

11.59

10.07

Q3 06

11.3411.7611.89Total Capital Ratio (%)

9.90

Q1 07
10.2010.41Tier 1 Capital Ratio (%)

Q2 06Q1 06

66.9 69.3 68.9 69.7

71.3

65.259.957.5

74.2

66.9

Q1 Q2 Q3 Q4 Q1

P&C Canada IBG

Key RWA Trends 
($B)

06 07

Q/Q P&C Canada RWA 
growth due to continued 
growth in loans and 
mortgage

Q/Q Tier 1 Capital Ratio 
Change of -32bps:

Q/Q IBG RWA growth 
due to higher market risk, 
commitments and loans

Higher RWA-61 bps

Higher Tier 1 
Capital+29 bps



F I N A N C I A L  R E S U L T S  – F I R S T   Q U A R T E R   2 0 0 7 10

Q1 06 Q2 06 Q3 06 Q4 06 Q1 07
P&C Canada P&C U.S. PCG

IBG Corporate

REVENUE (teb)
Q/Q $120MM or 4.8%

Y/Y $102MM or 4.1%

Total Revenue ($MM)
2,512 2,503 2,603 2,494

2,614

+ Growth in PCG brokerage fees and mutual fund 
fees

+ Higher trading revenues, lending fees and 
commissions in IBG

+ Steady NIM in P&C Canada
+ A stronger U.S. dollar increased revenue by $24MM
- Volume growth offset by spread compression due to 

competitive pressures and mix changes as 
customers shift from high spread to lower spread 
loan and deposit products in P&C U.S.

+ Volume growth in P&C Canada, and PCG
+ Strong growth in brokerage commissions and mutual 

fund fees in PCG
- IBG trading revenue fell from record levels
- Good volume growth despite weaker economic 

conditions offset by spread compression in P&C U.S.

1,213 1,143 1,267 1,248 1,235

1,299 1,360 1,336 1,246 1,379

Q1 Q2 Q3 Q4 Q1

Net Interest Income Non Interest Revenue

Revenue Mix ($MM)
2,512 2,503 2,603 2,494 2,614

0706
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NET INTEREST MARGINS (bps)

191 182 189 183
170

Q1 06 Q2 06 Q3 06 Q4 06 Q1 07

Total Bank

70 59 62 57 62

Q1 06 Q2 06 Q3 06 Q4 06 Q1 07

IBG

370 379 363 357
340

267 262 269 266 267

302301306297301

Q1 06 Q2 06 Q3 06 Q4 06 Q1 07

Q/Q increased due to higher trading income and cash management 
balances
Y/Y down due mainly to the effect of the interest rate environment on 
interest-sensitive businesses, partly offset by higher trading income

Q/Q down due to loan spread compression and product mix
Y/Y down due to competitive pressures on pricing and changes in loan 
and deposit mix as consumers shift from variable to fixed rate loans and 
from higher spread chequing account deposits to lower spread high rate 
deposits

Q/Q flat as increased volumes in higher spread products were offset 
by reduced mortgage refinancing fees
Y/Y flat

Total Canadian Retail is comprised of P&C Canada and PCG Canada

P&C U.S.

P&C Canada

Retail Banking

P&C
U.S.

Total Cdn.
Retail

P&C
Canada

NIM is calculated by dividing NII by average earning assets

Q/Q total bank margin declined primarily as a result of 
lower spread IBG business making up a great proportion 
of the total bank, while retail margins stabilized 
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NON-INTEREST REVENUE ANALYSIS

1,3791,2461,299TOTAL NON-INTEREST 
REVENUE

Higher lending fees and other miscellaneous 
items482441438Other NIR

464946Insurance

444618Securities Gains, other than trading

10610498Underwriting and Advisory Fees

87

137

63

136

278

Q1 07

$27MM gain on $1.5B credit card 
securitization, booked in Corporate in Q4 06

Securitized $1.5B of card loan balances in 
Q4 06 shifting revenue into Securitization 
Revenue in Q1 07

Y/Y decline driven by lower volatility in 
commodities

10591Card Fees

69221Trading Revenues

5520Securitization Revenue

130115Mutual Fund Revenue

247252Securities Commissions

Q4 06Q1 06BALANCES ($MM)
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+ Timing of initiative spending and advertising costs 
reduced expenses in P&C Canada

- Higher revenue-based costs in both IBG and PCG as 
well as continuing investment in PCG’s sales force

- A stronger U.S. dollar increased IBG expenses and 
diminished the savings achieved in P&C U.S.  Overall 
FX increased expenses by $17MM.

Y/Y $45MM or 2.8%

Q/Q $12MM or 0.8%

NON-INTEREST EXPENSE 

Total Expenses ($MM)

Q1 Q2 Q3 Q4 Q1

P&C Canada P&C U.S.
PCG IBG
Corporate

1,580 1,560 1,600 1,613 1,625

+ Lower performance-based costs in IBG
+ Lower corporate expenses
- Higher employee costs due to sales and service 

staff expansion in P&C Canada in the second half 
of 2006

- Higher branch technology platform costs, increased 
volumes and employee costs in P&C U.S.

- Higher revenue-based costs and continued 
investment in sales force in PCG

0706
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135--Restructuring Charge

1,613

275

76

198

130

318

616

Q4 06

1,6251,580TOTAL NON-INTEREST 
EXPENSE

Lower professional fees in Q1 07 versus 
Q4 06240242Other

Stock-based compensation for employees 
eligible to retire was $42MM higher in Q1 07 
versus Q4 06, but flat year-over-year

Increased number of FTEs in P&C Canada, 
PCG and IBG

129122Premises & Equipment/Rental

373372Performance-based 
Compensation

5950Travel & Business 
Development

179166Computer Costs

645628Salaries and Benefits

Q1 07Q1 06BALANCES ($MM)

NON-INTEREST EXPENSE ANALYSIS 
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FISCAL 2007 TARGETS

100-150 bps
improvement72 bps Cash Productivity Ratio 

Improvement

5%-10%11.1%EPS Growth1

(base of $5.11) 

$400MM or less
revised to:

$325MM or less
$52MMSpecific Provision for 

Credit Losses

18%-20%

F2007 Target 

18.0%

Q1 2007 YTD 
Excluding Restructuring Charges

Performance Measure

Return On Equity

1 Excluding changes in the general allowance
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APPENDIXAPPENDIXAPPENDIXAPPENDIX
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Q1 2007 GROUP NET INCOME

11%(3%)673696606Total Bank 
(excluding restructuring charge)

585

(50)

95

219

321

29

292

Q1
2007

(16%)

nm

13%

17%

8%

22%

7%

Q/Q 
Change

(4%)

nm

4%

(2%)

9%

(14%)

12%

Y/Y 
Change

696

128

84

188

296

24

272

Q4
2006

91PCG

222IBG

295Total P&C

33P&C U.S.

606

(2)

262

Q1
2006

Total Bank

Group ($MM)

Corporate Services

P&C Canada

nm - not meaningful

*

* Restructuring charge of $88MM after-tax booked in Corporate Services
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PERSONAL & COMMERCIAL BANKING - CANADA

1,1661,1581,096Total Revenue

292

145

649

80

406

760

Q1 07

272262Net Income

Key Variances

7978PCL

403370Non-interest Revenue

132132Provision for Taxes

675624Expenses

755726Net Interest Income (teb)

Q4 06Q1 06P&L ($MM)

55.558.156.7Cash Productivity (%)

267266267NIM (bps)

Y/Y revenue growth of 6.4% based on NIM 
of 2.67%

Stable NIM Y/Y due to improved spreads 
on personal deposits with changes in 
pricing, increases in higher spread product 
volume offset by lower mortgage 
refinancing fees

Y/Y expense growth of 4.1% due to an 
expanded workforce, higher depreciation 
on new ABMs and front line support 
technology,  increased expenses related to 
bcpbank and higher advertising costs

Q/Q expenses are lower primarily due to 
lower initiative spend, typically lower in Q1
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P&C CANADA

Revenue by Product ($MM)

572

314

210

321

240

597

337

239

590

P erso nal C o mmercial C ards & Other

Q1 06 Q4 06 Q1 07

Personal
Personal includes Residential Mortgages, Personal Loans, 
Personal Deposits, Term, Mutual Funds, Insurance and Other.

Revenue for all products 
increased Y/Y due to volume 
growth

Q/Q personal revenue declined 
due to lower mortgage 
refinancing and lower 
insurance revenue as a result 
of unfavourable claims 
experience
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1 Personal share statistics are issued on a one-month lag basis.  (Q1.07: December 2006)
2 Net Retail Sales (NRS) refer to card volume less transfers and cash advances.  NRS include both retail and 
corporate card business, and are on a two-month lag basis  (Q1.07: November 2006)

P&C CANADA – PERSONAL BANKING

13.5
1 

10.4
0 

13.5
2 

12.1
6 

14.2
3 

13.4
0 

10.4
2 

13.5
2 

12.6
2 

14.0
8

13.5
1 

10.5
1 

13.3
6 

12.0
6 

14.3
2

Mutual Funds Personal
Loans

Residential
Mortgages

Personal
Deposits

Cards - Net
Retail Sales

Q1 06 Q4 06 Q1 07

Personal Market Share (%) 1

(2)

Volume growth across most 
products, particularly in higher 
spread products such as 
personal loans and cards

Branch originated mortgage 
growth offset by declines in 3rd

party mortgages as we focus on 
relationship clients

Personal deposit declines 
resulted from competitive 
pricing environment

Sources:  Mutual Funds – IFIC, Credit Cards – CBA, Consumer Loans & Residential Mortgages – Bank of Canada, Personal Deposits - OSFI

11.1%

(3.7%)

5.4%

9.1%

Growth 
Y/Y

0.3%24.324.225.3Personal Deposits

3.8%6.15.95.5Cards

-63.863.860.5Residential Mortgages

20.2

Q1 07

1.8%

Growth 
Q/Q

19.918.6Personal Loans

Q4 06Q1 06
Balances ($B)
(Owned & Managed)
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P&C CANADA – COMMERCIAL BANKING

1 Business loans (Banks) are issued by CBA on a one calendar quarter lag basis 
(Q1.07: September 2006)
Market share restated to reflect the latest CBA data

Business Loan Market Share (%) 1

18.28
18.79

18.5418.50
18.89

18.25

$0 - $1MM $1MM - $5MM

Q1 06 Q4 06 Q1 07

Continued strength in the upper end of the 
business market as well as strong growth in 
balances over $1MM

In the $0-$1MM market, we will have a long-
term program to grow with simplified product 
offerings and expansion of the front-line 
sales force 

New Commercial operating units focused 
solely on commercial business in the key 
Toronto, Montreal and Vancouver markets 
will facilitate future growth

10.2%

6.8%

Growth 
Y/Y

4.9%20.419.518.5Commercial Deposits

29.9

Q1 07

1.4%

Growth 
Q/Q

29.528.0Commercial Loans and 
Acceptances

Q4 06Q1 06Average Balances ($B)
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PERSONAL & COMMERCIAL BANKING – U.S.

196200194Total Revenue

252128Net Income

13

150

8

36

160

Q1 07 Key Variances

77PCL

3634Non-interest Revenue

1220Provision for Taxes

160139Expenses

164160Net Interest Income (teb)

Q4 06Q1 06P&L (U.S.$MM)

73.575.968.3Cash Productivity (%)

340357370NIM (bps)

Strong volume growth in a slowing 
economy was offset by reduced net 
interest margins

Decrease in expenses versus Q4 06 
reflects lower acquisition integration 
and marketing costs, the timing of 
property maintenance expenses, lower 
initiative spending and strong expense 
management

Net interest margin on earning assets 
decreased due to competitive 
pressures on pricing and customer 
preferences shifting from high-spread 
to lower-spread products in both loans 
and deposits
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P&C U.S.

Deposit growth primarily in certificates of deposit 
and high-yield checking12.011.911.6Deposits

Indirect auto loans continued to show strong 
growth; spreads are stabilizing4.44.33.9Indirect Auto

4.03.93.6Other Personal Loans

4.5

Q1 07

Moderation in mortgage and home equity growth 
due to a reduction in real estate activity and the 
impact of rate increases in the last 2.5 years.

4.44.1Mortgages

Q4 06Q1 06Personal – Average 
Balances (U.S.$B)

Deposit growth continues to be strong, primarily 
in higher cost Public Funds4.44.24.0Commercial Deposits

Loan growth has moderated in recent quarters 
and reflects heightened competition5.25.14.7Commercial Loans

Q1 07Q4 06Q1 06Commercial – Average 
Balances (U.S.$B)
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PRIVATE CLIENT GROUP

506465464Total Revenue

958491Net Income

51

359

1

355

151

Q1 07 Key Variances

11PCL

320326Non-interest Revenue

4545Provision for Taxes

335327Expenses

145138Net Interest Income (teb)

Q4 06Q1 06P&L ($MM)

Revenue increased 9% Y/Y on growth 
across all businesses

Expenses increased 10% Y/Y due to higher 
revenue-based costs and increased 
investment to drive future revenue growth

Net income increased 4% Y/Y, as solid 
revenue growth was partially offset by 
increased expenses
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143 147 150 155 161

94 90 94 96 98

38
34 36 36 37

Q1 Q2 Q3 Q4 Q1

Assets under management and administration, 
including term deposits, grew 10% Y/Y 
(adjusted for F/X and the final transfer of 
assets related to the sale of Harrisdirect) 

AUA / AUM ($B)

AUM

Term

AUA

271

PRIVATE CLIENT GROUP – AUA/AUM

273 280 288 297

0706
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INVESTMENT BANKING GROUP

716633743Total Revenue

219188222Net Income

62

415

20

484

232

Q1 07 Key Variances

1920PCL

442536Non-interest Revenue

3581Provision for Taxes

391420Expenses

191207Net Interest Income (teb)

Q4 06Q1 06P&L ($MM)

192.8171.0154.7Average Assets ($B)

Revenues increased Q/Q due to higher trading 
revenues, equity underwriting, loan fees, 
commissions and growth in corporate banking 
assets and improved spreads.  This was 
partially offset by lower investment securities 
gains, M&A fees and debt underwriting.

Revenues decreased Y/Y due to lower trading 
revenues, cash collections on previously 
impaired loans, M&A fees and debt 
underwriting. This was partially offset by higher 
investment securities gains, lending fees, 
commissions and equity underwriting.  Growth 
in corporate banking assets were partially 
offset by lower spreads. 

Q/Q expenses increased due to higher 
performance-based compensation and benefits 
costs.
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CORPORATE SERVICES
Including Technology and Operations

273448Expenses

(50)128(2)Net Income

(75)

162

135

(58)

(2)

Q1 07 Key Variances

--Restructuring Charge

(90)(55)PCL

(78)(26)Provision for Taxes

3448Total Expenses

13(16)Total Revenue

Q4 06Q1 06P&L ($MM)

(50)

(88)

38

-

Q1 07

69(38)Other Corporate

3636Specific PCL

128(2)Total Corporate 
Services Net Income

23-General PCL

Q4 06Q1 06Corporate Services  Net 
Income Details ($MM)

Net income decreased $178MM Q/Q largely 
due to the restructuring charge in the current 
quarter.  Excluding the restructuring, net 
income down $90MM due to benefits in Q4 06 
from lower taxes, a reduction in the general 
allowance and a gain on credit card 
securitization.

Net income decreased $48MM Y/Y largely 
due to the restructuring charge.  Excluding the 
restructuring, net income up $40MM due to a 
lower tax rate, better revenues including MTM 
gains on hedges and lower employee 
expenses.

* Restructuring charge of $88MM after-tax 
booked in Corporate Services

*
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Revenue (%)

15.3 17.9
23.2

18.919.9

22.6
25.8 25.7

23.723.6

Q1 Q2 Q3 Q4 Q1

07

U.S. RESULTS 
(as reported)

Net Income (%)

106
(5)

85

1
25

Q2 
06

109
15

68

(2)
28

Q3 
06

83
(9)

67

-
25

Q1 
07

89
(2)

70

-
21

Q4 
06

111TOTAL

Q1 
06

Net Income 
(US$MM)

(4)

83

4
28

Corporate*

IBG

PCG
P&C

U.S. to N.A. Revenue and Net Income ($MM CDE)

06

Canada

U.S.

Other

Q/Q P&C U.S. net income increased with 
lower expenses reflecting lower acquisition 
integration and strong expense management.  
Revenues decreased despite loan growth as 
margin pressures continue due to 
competition and customer preferences for 
lower-spread products  

Q/Q IBG net income decreased as improved 
commodity derivatives and equity trading 
revenues were more than offset by higher 
expenses

Net Income 
($MM CDE)

*Includes a restructuring charge of US$11MM after tax
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28 25 28
21

28
29

25

1925
34

Q1 Q2 Q3 Q4 Q1

06

75.9
73.5

60.5

65.3
67.3

70.5
73.2

68.3

64.1

59.1

Q1 Q2 Q3 Q4 Q1
06 0707

62
56

Net Income
(US$MM)

P&C U.S. Reported

U.S. Mid-Market

Cash Productivity Ratio
(%)

Total P&C U.S. Reported

Total P&C U.S. Including 
U.S. Mid-Market

U.S. RETAIL AND MID-MARKET

50 50

102

108 116

44
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