BMO 9 Financial Group

Barclays 2011 Global Financial Services Conference
September 14, 2011

CORPORATE PARTICIPANTS

Tom Flynn
BMO Financial Group - EVP and Chief Financial Officer

CONFERENCE CALL PARTICIPANTS

John Aiken
Barclays Capital - Analyst

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 harbour 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 2011 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 and market conditions in the countries in which we operate; weak,
volatile or illiquid capital and/or credit markets; interest rate and currency value fluctuations; changes in monetary, fiscal or economic policy; the degree of competition in the geographic and business areas in which
we operate; changes in laws or in supervisory expectations or requirements, including capital and liquidity requirements and guidance; judicial or regulatory proceedings; the accuracy and completeness of the
information we obtain with respect to our customers and counterparties; our ability to execute our strategic plans and to complete and integrate acquisitions; critical accounting estimates; operational and
infrastructure risks; general political conditions; global capital markets activities; the possible effects on our business of war or terrorist activities; disease or illness that affects local, national or international
economies; disruptions to public infrastructure, such as transportation, communications, power or water supply; and technological changes.

With respect to the M&I transaction, such factors include, but are not limited to: the possibility that the anticipated benefits from the transaction such as it being accretive to earnings and other impacts on earnings,
expanding our North American presence and synergies are not realized in the time frame anticipated or at all as a result of changes in general economic and market conditions, interest and exchange rates,
monetary policy, laws and regulations (including changes to capital requirements) and their enforcement, and the degree of competition in the geographic and business areas in which the combined businesses now
operate; the ability to promptly and effectively integrate the businesses of M&l and BMO; reputational risks and the reaction of M&I's customers to the transaction; diversion of management time on integration and
restructuring related issues; and increased exposure to exchange rate fluctuations. A significant amount of M&I's business involved making loans or otherwise committing resources to specific companies, industries
or geographic areas. Unforeseen events affecting such borrowers, industries or geographic areas could have a material adverse effect on the performance of our integrated U.S. operations.

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 29, 30, 61 and 62 of BMO's 2010
Annual Report, which outlines in detail certain key factors that may affect Bank of Montreal's future results. When relying on forward-looking statements to make decisions with respect to Bank of Montreal, investors
and others should carefully consider these factors, as well as other uncertainties and potential events, and the inherent uncertainty of forward-looking statements. Bank of Montreal does not undertake to update any
forward-looking statements, whether written or oral, that may be made, from time to time, by the organization or on its behalf, except as required by law. The forward-looking information contained in this document is
presented for the purpose of assisting our shareholders in understanding our financial position as at and for the periods ended on the dates presented and our strategic priorities and objectives, and may not be
appropriate for other purposes.

In calculating the pro-forma impact of Basel Il on our regulatory capital and regulatory capital ratios, we have assumed our interpretation of the proposed rules announced by the Basel Committee on Banking
Supervision (BCBS) as of this date and our models used to assess those requirements are consistent with the final requirements that will be promulgated by BCBS and the Office of the Superintendent of Financial
Institutions Canada (OSFI). We have also assumed that the proposed changes affecting capital deductions, risk-weighted assets, the regulatory capital treatment for non-common share capital instruments (i.e.
grandfathered capital instruments) and the minimum regulatory capital ratios are adopted as proposed by BCBS and OSFI. We also assumed that existing capital instruments that are non-Basel Il compliant but are
Basel Il compliant can be fully included in such estimates. The full impact of the Basel Ill proposals has been quantified based on our financial and risk positions at July 31 or as close to July 31 as was practical.
The impacts of the changes from IFRS are based on our analysis to date, as set out in Transition to International Financial Reporting Standards in the Future Changes in Accounting Policies — IFRS section in our
2010 Annual Report and later in this document. In setting out the expectation that we will be able to refinance certain capital instruments in the future, as and when necessary to meet regulatory capital requirements,
we have assumed that factors beyond our control, including the state of the economic and capital markets environment, will not impair our ability to do so.

In determining the impact of reductions to interchange fees in the U.S. Legislative Developments section, we have assumed that business volumes remain consistent with our expectations and that certain
management actions are implemented that will modestly reduce the impact of the rules on our revenues.

Assumptions about the performance of the Canadian and U.S. economies as well as overall market conditions and their combined effect on the bank’s business are material factors we consider when determining
our strategic priorities, objectives and expectations for our business. In determining our expectations for economic growth, both broadly and in the financial services sector, we primarily consider historical economic
data provided by the Canadian and U.S. governments and their agencies.

Non-GAAP Measures

Bank of Montreal uses both GAAP and non-GAAP measures to assess performance. Readers are cautioned that earnings and other measures adjusted to a basis other than GAAP do not have standardized
meanings under GAAP and are unlikely to be comparable to similar measures used by other companies. Reconciliations of GAAP to non-GAAP measures as well as the rationale for their use can be found in Bank
of Montreal’s Third Quarter 2011 Report to Shareholders and 2010 Annual Report, all of which are available on our website at www.bmo.com/investorrelations.

Examples of non-GAAP amounts or measures include: productivity and leverage ratios; revenue and other measures presented on a taxable equivalent basis (teb); amounts presented net of applicable
taxes; adjusted net income, revenues, provision for credit losses, earnings per share, ROE, productivity ratio and other adjusted measures which exclude the impact of certain items such as integration costs,
amortization of acquisition related intangibles and charges for foreign exchange on hedges.

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




PRESENTATION

John Aiken — Barclays Capital - Analyst

Coming next up BMO Financial Group, very happy to have Tom Flynn here. He's CFO, in the role
I think for just six months. So have the very detailed questions on the P&L ready for him. But
anyhow, Tom, thank you very much and we look forward to your presentation.

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Thank you, John for that introduction, brief as you promised. And it's good to be back to the
conference this year. Good morning, everyone.

When | spoke here a year ago, | outlined our U.S. growth strategy as we looked to build scale in
our Midwest footprint. At that time, we had steadily grown our U.S. business over the course of a
decade with nine individually relatively small acquisitions, employing a methodical approach
designed to ensure the right fit and the right price. As | indicated a year ago, we thought the
valuations were starting to become more reasonable providing attractive opportunities to
meaningfully expand.

Today, a year later, | can tell you that with the acquisition of Marshall & llsley that closed in July.
We were successful in identifying and crystallizing a key step in our U.S. strategy. We had a
strong core bank in the U.S. a year ago, and clearly the M&l transaction builds on that strength
and improves scale.

I'll be covering two main topics this morning. First, I'll outline BMO's investment story which is
underpinned by a strong and stable foundation, a diversified business mix, sound risk
management, strong capital and attractive dividend and what we believe our differentiated levers
to grow in what looks like a lower growth environment. Second, I'll take you through each of our
four businesses in more detail reviewing their key priorities and performance.

Before | begin, please note the caution regarding forward-looking statements. For your
information further details about such statements are available in our public filings. All financial
numbers in this presentation unless otherwise noted are in Canadian dollars.

An investment in BMO is underpinned by a strong and stable foundation and a history that goes
back almost 200 years in Canada and 125 years in the United States. The earnings power of the
bank has supported our commitment to shareholders. BMO has the longest running dividend
payout record of any company in Canada at 182 years. We have an attractive dividend yield
supported by our target payout ratio of 45% to 55%.

Our year-to-date financial results underline BMO's momentum and earnings power. For the first
three quarters of the year revenue increased 10% from 2010 to $9.8 billion. Adjusted net income’
exceeded $2.4 billion, 16% above last year. Adjusted EPS" increased 13% to $4.02 and ROE
was 16.1%. The adjusted income numbers add back acquisition, related integration expenses
and the amortization of intangibles.

I'll now provide an overview of the markets where we do business in North America.

In Canada, we operate in three markets Western, Central and Atlantic with total GDP of $1.5
trillion. Both the West and the Atlantic regions are economically driven by natural resource
industries. In Central Canada the emphasis is more on manufacturing similar to our U.S. market.
Canada’'s unemployment rate is 7.3% and compares favourably to other countries. The Canadian
housing market has remained resilient supported by record low mortgage rates, healthy growth in
jobs and immigration and a sound policy framework.

1 - on a reported basis: YTD net income $2.4B, 14% above last year; EPS increased 11% to $3.91



Our fourth large market is the U.S. Midwest where our core operations cover a six-state area.
Markets in this footprint include Chicago, Milwaukee, St. Louis, Indianapolis, Kansas City and
Minneapolis-St. Paul. The Midwest economy is doing well in the U.S. context. Unemployment in
the Midwest has been running below the U.S. national average since March 2010. In June, it was
at 8.4%. Year-over-year wage gains in five of the six states have exceeded the national average.

And looking forward over the next five years, our economics group expects growth in the Midwest
to exceed the national average. Together, these four markets form a T centered in the heart of
North America, an enviable footprint and market presence aligned geographically with industries
and sectors where we have deep knowledge and proven capabilities.

BMO is diversified by business mix. Our businesses generated $12.2 billion in revenues and $2.8
billion in net income in 2010.

Personal and Commercial bank in Canada is our flagship business and the largest contributor to
the banks revenue and earnings. We serve more than 7 million customers from a national
distribution network offering a full range of products and services. We hold a strong number two
market share position in commercial lending for loans of $5 million or less.

Our Personal and Commercial Banking U.S. business was significantly expanded with the
acquisition of M&I. We've built on our strong established base to create a leading Midwest
regional bank renamed BMO Harris Bank.

Our 680 branches provide a significant footprint in our core U.S. market, where we have over 3
million customers and strong retail deposit market share positions: Number one in Wisconsin,
number two in Chicago and number three across our Midwest markets overall.

Private Client group, which is our wealth management business, serves the full range of client
segments with a broad offering including full service and direct brokerage, mutual funds,
institutional asset management, private banking, Ultra-High Net Worth and insurance. Assets
under management and administration are $152 billion and $277 billion respectively with recent
acquisitions, adding a $153 billion in client assets, largely from M&I. Together these businesses
represent the banks North American retail operations and are expected to contribute over 75% to
revenues and net income.

BMO capital markets is our fourth operating group providing a full range of products and services
to corporate and institutional and government clients. We operate from 26 offices and five
continents. We have a full offering of investment and corporate banking services including equity
and debt underwriting in M&A, as well as a full suite of sales and trading products with leading
equity research.

Our approach to risk management is to provide appropriate and an independent oversight of risk.
Our objective is to have a leadership position in the integrated risk management consistent with
our strong credit history. This slide highlights our strong performance over the last two decades
compared to peers. During the recent downturn, our credit measure was elevated relative to the
Canadian peers given the size of our U.S. loan portfolio. We have performed well comparing like
portfolios in the U.S. to U.S. peers.

Our total loan book is $207 billion, with 68% of loans in Canada and 28% in the U.S. The U.S.
mix is 37% consumer with the remainder commercial. M&l added $29 billion in loans and is
diversified across industries. The M&I portfolio has been subject to extensive due-diligence and
we've established what we believe to be a prudent credit market to fair value the portfolio.

Capital management at BMO has always been disciplined with consistent and prudent
approaches used to the deployment of capital. BMO has a strong capital position, our Basel Il
Common Equity Ratio was 9.1% at the end of the third quarter, and our Tier 1 ratio was 11.5%.



Our pro-forma Basel [l Common Equity Ratio was estimated at 6.6% at the end of Q3. We
remain confident in our ability to meet the Basel Ill, 2019 requirements by the beginning of 2013.

In the global economy there is still major challenge to work through. Clearly the situation in
Europe is cause for concern for everyone. That said, we believe in the underlying resiliency of the
Canadian and the U.S. economies.

We also have confidence in the future performance of our business and the results that we’ll
generate even during the period of potentially slower economic growth. We think we have
attractive levers for growth in the current environment and here are some examples.

Commercial lending has always been a differentiator for BMO. We have a number two position in
Canada and a very strong business in our P&C U.S. group. We intend to grow here by leveraging
our established lending relationship to build deeper share of wallet, growing fee income, attracting
more commercial deposits and using our proven model to take share. Our strength in commercial
should serves us well as we expect more credit growth in this area than in the personal side of
the business.

Our BMO Capital Market business in the U.S., represents a second source of leverage in a low
growth environment. We've made significant investment in this business over the last few years,
including upgrading talent and sharpening sector expertise, building out and expanding coverage
of U.S. institutions with strengthened equity research and distribution.

In the Wall Street Journal's annual Best of the Street Research Survey BMO Capital Market held
the six top-five finishes which placed us fifth overall. And we are investing in our U.S. fixed
income platform. The retooled U.S. capital market business is well positioned to take advantage
of opportunities and to improve returns.

The third growth driver will be the lift achieved from the integration of M&l. On July 5™, we closed
the acquisition transforming our U.S. retail operations by adding scale and capabilities. Taking
the best from both banks we’ll build a much stronger bank overall. We expect to generate in
excess of $300 million in pre-tax cost synergies with full realization on a run rate basis by the end
of 2013. | would add that we're applying greater rigor generally to the management of expense at
the bank, not just in areas related to integration.

I'll now provide a brief update on the integration of M&I. The integration is moving forward as
planned. The management team is in place with all top and level two leadership positions
confirmed prior to or on close. We've identified and are actively managing major integration risk.

The integration governance structure is managed through a dedicated project management office
with clear objectives for the integration of operating units, system integration, capturing synergies
as well as branding and branch conversions. And we're successfully harmonizing risk processes
aand integrating BMO's strong credit discipline. Our new U.S. retail brand BMO Harris Bank has
been well received.

Let me now turn to our operating group priorities and performance, but first a word of explanation.
For segmented reporting purposes BMO charges expected loss to the operating groups to
provide an indication of the risk the business has underwritten. The difference between expected
loss and actual loss is charged to corporate.

Let's start with Personal and Commercial Banking Canada, which has a track record of strong
performance over the past two years, or holding top tier positions in both revenue and net income
growth. This strong performance reflects a number of key priorities including building capacity by
expanding specialized sales forces and distribution channels.



Improving our processes and technology to free up frontline capacity and reduce operating cost
and leveraging our strengths and relationships to increase share of wallet. In the first nine months
of fiscal 2011, P&C Canada revenues were up 5% to $4.5 billion, net income was up 13% on an
actual loss basis. We're pleased with our performance so far this year, which reflects momentum
in the business and also the investments that we are making in it.

Turning to the U.S. Personal and Commercial banking business, our priorities are to firstly
successfully integrate M&lI, taking the best of the best from both organizations, which will create a
much stronger bank. Secondly to improve performance through managing sales productivity,
managing costs and optimizing our expanded distribution network. Maintain strong customer
loyalty and our goal in the commercial side of the business is to be the undisputed leader in
commercial banking in the Midwest.

Revenues were US $1.4 billion in 2010 and are US $1.2 billion year-to-date. Net income in
source currency was up 27% to $204 million, reflecting improved NIM and higher deposit
balances.

For the total bank overall, our third quarter included 26 days of M&I results given the day that the
acquisition closed on. This added $117 million to revenue and $32 million to adjusted net income*
in the quarter.

Over the past 10 years, Private Client Group has steadily increased its earnings contribution to
the bank and today contributes almost 20%. Key priorities for this business include effectively
partnering across business segments to maximize cross-sell opportunities. And in particular
leveraging our personal and commercial client base to drive growth, which we've done very well
in Canada and think there are opportunities to replicate in the U.S. We're also selectively
investing to expand our business. For example, our new ETF family recently surpassed $3 billion
in AUM. We've increased the number of investment advisors and private bankers and we've
enhanced our insurance offering. Revenues were $2.2 billion in 2010, net income $460 million.

Year-to-date revenues were up 13% to $1.9 billion with net income of $374 million, up 13% from
last year with very strong year-over-year growth of 35% in our traditional Wealth business and
lower results in insurance.

BMO Capital Markets has an established track record of success. Key priorities for this group are
to align capital and capabilities with client opportunity, to focus on strategic sectors and to
strengthen our business in the U.S., as mentioned earlier. Year-to-date net income increased
28% to $771 million; ROE was 22.9%, up from 18% last year.

As we look ahead, BMO is focused on executing against its key priorities, which are shown on the
screen. Our businesses are well positioned to deliver in a differentiated way in the current
environment

Thank you for your attention and I'd now be pleased to answer any questions.

John Aiken — Barclays Capital - Analyst

Tom, thank you. | didn't think we’d catch up in one presentation but anyhow...Any questions from
the floor?

1 - a loss of $10MM on a reported basis



Q&A

Audience Member

| have three questions related to commercial real estate and these results from the heavy
commitment of the M&I loan book to commercial real estate. So the first question, | was
wondering if you could talk a little bit about the composition of the CRE loans that you got in the
M&l purchase. Tell us a little more about those loans?

And then my second question is in the quarter you just reported you moved some commercial
real estate loans out of the M&I portfolio. But also out of the Harris portfolio to corporate. | was
wondering if you could talk a little bit about that and whether that implies those relationships are
running down. And third is, whether there is a broader opportunity in commercial real estate here
with the withdrawal of some competitors in that market and with values being somewhat stressed.

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Okay. Thank you for those questions. To deal with the first in the U.S. our commercial real estate
portfolio is a little under $10 billion, roughly 75% of that came from M&I, and they had a
concentration in commercial real estate, some of you will know. We feel comfortable with the
exposure that we've got, to a meaningful degree, because we've taken what we believe to be a
prudent credit mark against the acquired commercial real estate that M&l had. And we did
detailed due diligence in December, established a credit mark at that time, came up, came out
and updated that credit mark in our third quarter.

And the mark in the third quarter in total, not just against commercial real estate, was about $3.5
billion, which was inline with our number that we came up with in due diligence. So we think that
the mark protects us to a meaningful degree from the risk in the portfolio. The portfolio is
diversified across developer, and investor owned. Investor owned is ballpark three times size of
the developer portfolio, and the portfolio is diversified across the footprint that M&l has.

And | think the number is at 45% of the investor owned is in the state of Wisconsin, which has
been impacted like every other state by the downturn, but to a lesser degree.

To comment on what we moved to Corporate, we moved around $1.5 billion of M&l commercial
real estate to our Corporate segment out of the operating business and around $1 billion of our
legacy Harris, commercial real estate loans to commercial [sic]. The thinking here was that we're
planning on exiting that part of the portfolio and the move had two big benefits.

The first is that it will allow our risk management workout people to focus on the portfolio and to
manage it down in a deliberate way, which we are confident that they will be able to do
effectively.

And secondly, it basically removes the distraction that could result for the people running the
business if we had those loans in the business segment. So as we see it, we've liberated the
business management team to focus on the go forward business, and we've put the Commercial
Real Estate that we are working out into the right hands with the risk people focused on in
corporate. It will take time to work this portfolio out and it will trend down towards zero over a
period of three to four years give or take.

Last question related to the opportunity in commercial real estate. And you know, its true that's
spreads are wider and many players have backed away from the market and there is free
financing to be done so that presents an opportunity. Our current posture with respect to the
sector is that we're being selective.



And with the acquisition of M&I, we've got a portfolio that is not small, and we’re comfortable with
it. We don’t think its outsized, but it's not small. And so our focus is on winding down the run-off
parts of it and selectively expanding with our core clients but the total size of the portfolio will
decline somewhat as we run off the part of the portfolio that's in corporate so its not, | would say,
a significant area for growth given the position that we've got.

Audience Member

How big is your delinquency in Agriculture credit lending in the heartland of Middle America? And
is there any kind of collateral management as far as how can you help farmers in these weather
conditions and in a bad economy in terms of their lending purposes?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

So, | just want to make sure | got the question related to delinquencies in Ag lending? | don't have
exact numbers for you, so | can't be precise, but what | would say it has not been a big problem
for us from a loss perspective at all.

And generally we like the business and Bank of Montreal and Harris Bank both have very good
agricultural lending practices. It's true on both sides of the border it's an area of strength for us
and M&I had a good business in that area. So we feel very, very comfortable with our ability to be
an effective competitor in the area it is one of our focus sectors and it hasn't been an issue from a
loss perspective to date.

We talked on our Q3 conference call about the seasonality in the portfolio and as we look at our
commercial portfolio and think about growth, the fall part of the season is one when inventories
are building and drawn down the increase on lines, so currently we've got relatively low utilization
from the Ag part of the portfolio, when we expect that to build up as it normally does at this point
of the calendar.

Audience Member

Could you possibly comment on the strategic value of the old M&I Arizona and Florida branches
and systems which were recently created for the snowbirds down in those areas, and that's been
a lot of the issues that cause that bank to become available to you?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Yeah, yeah so I'll comment on that at a high level. M&I had operations in both Arizona and
Florida. The position in Arizona is concentrated in Phoenix where the share position is number
four, number five with about 50 branches. And so our view is that we need to reposition that
business to focus much less on commercial real estate which was an area of focus for them in
the market generally.

But we think that given the footprint that we've got there and also the existing business that Bank
of Montreal did in that market through its wealth management business where we've been active
for a number of years it's a market that will work for us longer term. Again the credit market helps
with dealing with the issues that existed in the portfolio and we've got a good management team
there that we have confidence in and we see a period of working through a tough environment
and the sustainable business there.

In Florida, the footprint is smaller and we are in more markets and so over time we will be looking
at the ability to create branch density and we will think about whether we've got the right position
in the right market. The Snowbird strategy is one that sounds great in theory and on paper, but
our experience has been that its actually not a big driver of results, its an important capability to



be able to have for our part of the market, but fundamentally when you are in those markets you
need to be able to compete locally to be successful.

John Aiken — Barclays Capital - Analyst

Tom a follow on to that question is that there has been a lot of discussion out of BMO in terms of
the expense synergies that are coming out of M&I and | think that's fairly well recognized. But in
terms of looking five, seven, ten years out what's the outlook for revenue synergies and one thing
that I'm particularly interested is on the private client side of the business, because in M&lI, that
was the flavour of the acquisition and I think it's swept down to the road.

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Yeah. So I'm happy to comment on that. We've externally talked much more about the cost
synergies and very little about the revenue synergies, because the market probably rightly takes
show me attitude with respect to those. But we do think that there are good opportunities for
revenue synergies from the transaction.

On the wealth side, this transaction really significantly increases the size of our wealth business
M&I had around $150 billion of combined AUM and AUA, so a good size wealth business. And
we've been in the private banking and the institutional assets management business in the U.S.
for a long time and have a good business.

So we see opportunities at a high level just from taking again, the best capabilities from both
organizations and also looking to distribute product that we manufacture through a bigger
distribution system.

So as an example of that M&I had a mutual fund business. We think there are opportunities from
a distribution capability there. We've got a good investment management capability in our Harris
operation and we think there are opportunities to leverage M&I distributions there.

From a cost perspective, there are some opportunities on the private banking side as well. And
our model was to serve sort of the mid and upper end part of the market well with a relationship
coverage model, but to serve smaller accounts through a centralized approach and M&I didn't
have that centralized approach for its smaller accounts. And so overtime, we will look to basically
consolidate the administration and management of the smaller accounts into a centralized model
which will free up capacity for M&l front line people to generate more revenue growth. And we
think there is a revenue lift there and there is also a cost saving because we can service those
accounts centrally on a lower cost basis.

On the banking side of the business, there are good opportunities. One of the biggest that we see
is in Treasury Services or Cash Management for the commercial market, and we've got a good
capability and just a bigger distribution network to leverage that over. And we think that that's
going to be a good opportunity for us.

And then again when you got two banks that, that each had strengths and a good core business
and you put them together and you take the best people, the best products, the best processes,
the best systems, and we think there is good leverage in that, and we feel good about it.

One final comment, I'll make which is a soft one but it's actually a very important one, is that there
has been really great buy in to the transaction from the M&I workforce. That bank went through a
difficult period through the downturn as many others did and it was harder to play offense for the
bank given the issues that it was dealing with. And with the transaction, the bank is back to
playing offense and people are charged up about competing in the market place, and there is a
huge amount of leverage that comes from unleashing the potential and the energy of our big
employee base and the reception has been fantastic and has exceeded our expectations.



Audience Member

Could you share with us the bank's thinking regarding the appropriate size and structure of capital
at your U.S. banks subsidiary including the the potential role of hybrids in double leverage?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Sure. | guess our fundamental approach has been that the bank needs to be and has been
appropriately capitalized and well capitalized. And we have that approach both at our bank
operating company and at our bank holding company where under old rules, which are being
phased out there was the ability for foreign banks to have less capital in the holding company and
we did not take advantage of that because we thought it was appropriate to keep the entity well
capitalized.

Our capitalization has been focused on core common as opposed to non-common capital and we
have a small REIT preferred that we've issued in U.S. entity and we're unlikely to increase that in
any meaningful way. So I'd say the focus is on keeping a strong core capital, which is what is
most important to regulators and most important generally to the market.

And from a double leverage perspective, we've raised capital for the acquisition of M&I. It was
fully financed with stock. And so we feel comfortable obviously with the overall capital position of
the bank and each of the parts along the chain down to the operating bank.

Audience Member

Could you comment on the impact of the Canadian dollar being in at parity or above parity with
the dollar and what it does for the opportunities in your business?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Sure. So the Canadian dollar is trading around par with above parity a little earlier in the year.
And the before becoming the CFO | was the CRO for about three years and pre-crisis the
Canadian dollar was very strong as well. And we kept on waiting for the fallout to come in the
Canadian manufacturing base, because of the strength in the dollar. And every quarter we'd wait
for it and the reality is, we didn't see a significant fallout and haven't to-date either. And we asked
ourselves why, and our conclusion was that Canadian industry had to become competitive given
global competition. And an adjustment process took place over a decade plus with industry
becoming more competitive, rationalizing operations moving some production, and with that the
industrial base was able to withstand the strong dollar in a way that surprised us on the upside.
And that's the general statement, there are industries that get affected at these times, but overall,
the industry has held up remarkably well and we're not seeing significant weakness in that at the
current time.

Audience Member

Thanks. Just on dividend, you've had a flat dividend for three years, can we expect once you
meet Basel '13? Is that kind of the issue with this dividend growth, | guess?



Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

So we've had a flat dividend for — and as you say about three years, maybe little more. Our view
on this is that we have the highest dividend payout policy of the Canadian banks at 45 to 55%.
We're in that range currently and so we've got an attractive yield, and people don't need to wait
for an attractive yield. They've got it today which in a low rate environment we think is a big plus
for this stock and for our investors.

We don't plan on increasing the dividend in the near-term, it's partly a function of Basel lll as
you've suggested and we want to make progress against the Basel Ill standards before we
increase the dividend. But | think | do believe the bigger point is that, the current yield in absolute
terms and relative terms is attractive.

Audience Member

To follow the last question, do you anticipate a G-SIFI surcharge for BMO and/or a domestic
capital overlay from your domestic regulator above and beyond what might be required for Basel
[l specifically?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

We're not expecting G-SIFI surcharge for sure and we're not on the list and wouldn't expect to be.
The question of whether Canada adopts an N-SIFI approach is still an open question. And the
answer to that it is not clear. So, it's too early for us to comment on that.

Audience Member

When you acquire the U.S. banks, do you change the assumptions on your pension funds and
the rates of returns on the mix so they simply stay where they are basically located?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

I'm quite sure and we can confirm this for you offline that, M&I did not have a defined benefit
pension plan that would give rise to that issue as a defined contribution arrangements. So, there
is no issue in that regard.

Audience Member

Maybe this is for your former half rather than your current one but your thought that you collected
the exit real estate, exit commercial real estate portfolio to the comparative merits of working it
loan-by-loan for an extended period of time versus how developed the virtual market is for quicker
exits in some of these credits?

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Yeah our position on that is that we're not a forced seller. And we won't sell on prices that we
think aren't reflective of value and the plan is to work with this over a period of time which will be
years and so our expectation is that we'll be working out the portfolio and we'll take advantage of
opportunities to sell pieces when they present themselves and we think the value represent fair
value.

M&I as you may know had been quite active at selling into the market and really did do a very
good job of working down its real estate exposures over about a two year period. And so we've



got very developed capability on the bulk sale side. And we continue to stay close to the market
and some of the most senior people at M&l who are involved in that activity and did the good job
managing it down are still with us today. So, the approach is basically to be flexible, to be
opportunistic and to be focused on two things. The first is managing the portfolio down, which we
want to do, and the second is doing a good job from a value perspective.

John Aiken — Barclays Capital - Analyst

We have time for one final question. Well Tom so you did leave the door open on your Chief Risk
Officer role, | was looking at the slide in your presentation where BMO is going through the cycle
again and provisions have been declining. You've done a very good job illustrating how well
you've done in the U.S. against your peer group. Is this something that you think they can
extrapolate over the acquisition; you will be able to continue to add performance given your risk
adjudication work out and everything else like that.

Tom E. Flynn — BMO Financial Group - EVP and Chief Financial Officer

Over a long period of time, BMO has a track record of outperforming peers on credit loss and we
view ourselves as having a conservative credit position and from a risk appetite perspective, we
say that we want to have a level of loss that is below peers. And so that's our fundamental
philosophy and as we integrate M&I we are bringing our risk disciplines and philosophies to their
business and so we would expect to operate on the same basis that would see us outperforming
U.S. banks, like portfolio, to like portfolio. We need to go through the process obviously of
working out the legacy portfolio. We've got the benefit of the mark to do that. But the go-forward
approach would be to keep the traditional BMO approach

John Aiken — Barclays Capital - Analyst
Tom, thank you very much for your time and we really appreciate the presentation.



