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Caution Regarding Forward-Looking Statements 

 

Bank of Montreal’s public communications often include written or oral forward-looking statements. Statements of this type are 

included in this document, and may be included in other filings with Canadian securities regulators or the U.S. Securities and 

Exchange Commission, or in other communications. All such statements are made pursuant to the “safe harbor” provisions of, 

and are intended to be forward-looking statements under, the United States Private Securities Litigation Reform Act of 1995 and 

any applicable Canadian securities legislation. Forward-looking statements may involve, but are not limited to, comments with 

respect to our objectives and priorities for 2015 and beyond, our strategies or future actions, our targets, expectations for our 

financial condition or share price, and the results of or outlook for our operations or for the Canadian, U.S. and international 

economies. 

 

By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties. 

There is significant risk that predictions, forecasts, conclusions or projections will not prove to be accurate, that our assumptions 

may not be correct and that actual results may differ materially from such predictions, forecasts, conclusions or projections. We 

caution readers of this document not to place undue reliance on our forward-looking statements as a number of factors could 

cause actual future results, conditions, actions or events to differ materially from the targets, expectations, estimates or intentions 

expressed in the forward-looking statements. 

 

The future outcomes that relate to forward-looking statements may be influenced by many factors, including but not limited to: 

general economic and market conditions in the countries in which we operate; weak, volatile or illiquid capital and/or credit 

markets; interest rate and currency value fluctuations; changes in monetary, fiscal, tax or economic policy; the degree of 

competition in the geographic and business areas in which we operate; changes in laws or in supervisory expectations or 

requirements, including capital, interest rate and liquidity requirements and guidance; judicial or regulatory proceedings; the 

accuracy and completeness of the information we obtain with respect to our customers and counterparties; our ability to execute 

our strategic plans and to complete and integrate acquisitions, including obtaining regulatory approvals; critical accounting 

estimates and the effect of changes to accounting standards, rules and interpretations on these estimates; operational and 

infrastructure risks; changes to our credit ratings; general political conditions; global capital markets activities; the possible 

effects on our business of war or terrorist activities; disease or illness that affects local, national or international economies; 

natural disasters and disruptions to public infrastructure, such as transportation, communications, power or water supply; 

technological changes; and our ability to anticipate and effectively manage risks associated with all of the foregoing factors. 

 

We caution that the foregoing list is not exhaustive of all possible factors. Other factors and risks could adversely affect our 

results. For more information, please see the Enterprise-Wide Risk Management section on pages 77 to 105 of BMO’s 2014 

Annual MD&A, which outlines in detail certain key factors and risks that may affect Bank of Montreal’s future results. When 

relying on forward-looking statements to make decisions with respect to Bank of Montreal, investors and others should carefully 

consider these factors and risks, as well as other uncertainties and potential events, and the inherent uncertainty of forward-

looking statements. Bank of Montreal does not undertake to update any forward-looking statements, whether written or oral, that 

may be made from time to time by the organization or on its behalf, except as required by law. The forward-looking information 

contained in this document is presented for the purpose of assisting our shareholders in understanding our financial position as at 

and for the periods ended on the dates presented, as well as our strategic priorities and objectives, and may not be appropriate for 

other purposes. 

 

Assumptions about the performance of the Canadian and U.S. economies, as well as overall market conditions and their 

combined effect on our business, are material factors we consider when determining our strategic priorities, objectives and 

expectations for our business. In determining our expectations for economic growth, both broadly and in the financial services 

sector, we primarily consider historical economic data provided by the Canadian and U.S. governments and their agencies. See 

the Economic Review and Outlook section of our Third Quarter 2015 Report to Shareholders. 

 

 

Non-GAAP Measures 

  

Bank of Montreal uses both GAAP and non-GAAP measures to assess performance. Readers are cautioned that earnings and 

other measures adjusted to a basis other than GAAP do not have standardized meanings under GAAP and are unlikely to be 

comparable to similar measures used by other companies. Reconciliations of GAAP to non-GAAP measures as well as the 

rationale for their use can be found in Bank of Montreal’s Third Quarter 2015 Report to Shareholders and BMO’s 2014 Annual 

Report, all of which are available on our website at www.bmo.com/investorrelations. 

  

Examples of non-GAAP amounts or measures include: efficiency and leverage ratios; revenue and other measures presented on a 

taxable equivalent basis (teb); amounts presented net of applicable taxes; adjusted net income, revenues, non-interest expenses, 

earnings per share, effective tax rate, ROE, efficiency ratio and other adjusted measures which exclude the impact of certain 

items such as, acquisition integration costs, amortization of acquisition-related intangible assets, decrease (increase) in collective 

allowance for credit losses and restructuring costs.    

 

Bank of Montreal provides supplemental information on combined business segments to facilitate comparisons to peers.  
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P R E S E N T A T I O N  

 

 John Aiken  - Barclays - Analyst  

 

Good morning, ladies and gentlemen. Very happy to continue on the Canadian content here at the Barclays Global Financial Services Conference. For 

those of you who don't know me, my name is John Aiken. I cover the Canadian financial services industry here. 

 

Very happy to have Cam Fowler, who is the Group Head of Canadian P&C at Bank of Montreal.  

 

Anyhow, before we begin, I've been asked to tell you that Cam Fowler's comments today may include forward-looking statements. Actual results could 

differ materially from forecasts, projections, and conclusions in these statements. Listeners can find additional detail on the public filings of BMO 

Financial Group. 

 

Of course, my commentary will be dead accurate. So, you don't need to worry about that. 

 

Anyhow, Cam, thank you very much for joining us today. Very happy to have you here. 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Nice to be here. 

 

John Aiken  - Barclays - Analyst  

 

You've been, I guess, running the Canadian P&C Banking for, is it 18 about months now? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

It is. 

 

John Aiken  - Barclays - Analyst  

 

And, what have you seen as the environment changes? And how do you think that you and your operations are particularly positioned to respond to the 

challenges that you're seeing? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Thanks, John. Well, it's certainly interesting and exciting times to be here in the Canadian banking industry. Many are saying more change in the 

Canadian, probably the North American market in the next five years as in the past 50, and I don't know if that's true or it's not, but it's most certainly a 

really dynamic environment. 

 

The three big things that are at play that we observe are, first, at the national level, you have a slightly lower growth environment than some had 

anticipated, and within that, you have several different regional economies. You have the oil-producing regions dealing with the impacts of lower oil, and 

you have Ontario and Quebec looking for the opportunities that will be arising or should be arising soon from lower interest, lower dollars and a stronger 

U.S. economy. So, that is certainly one dynamic. 

 

Another dynamic is on the consumer side, where it's clear that banking is a digital business. Depending on where you live, 70% to 90% of the 

transactions are digital. And what's been interesting, I think, in the past year, is that in our market, mobile has surpassed online. That is a big difference 

because Canada's been a little bit slower on the adoption than many other developed countries. And so that’s at play.  

 

Then, finally, there's the competition aspect, where there's the oft-cited Apples and Googles ready to make entry, starting in payments, but in other areas 

they have an interest, and then you have the smaller and nimble players who are equally interested in taking a slice. 

 

So, the economy, the competition, and the consumer behavior, I would say, are the big changes. 

 

What I think it does is just force the move from traditional banking to digital more quickly, and you're seeing that in the number of transactions moving to 

mobile. You're seeing it in originations that are moving to mobile through sophisticated automated work flow, and the better use of data and insights to 
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drive sales, and, probably most importantly, you're seeing it in the branch format, where people are trying to decide how many doors, how many feet, 

what locations, how well am I set up? 

I'd say for BMO, how well are we positioned and what are we focused on? Maybe one of the most critical things is this focus on the digitization, the 

removal of work, and getting resources out of the back of the shop and towards the front, and moving in the branch experience away from transactional 

to more advice-based sales. 

 

I use a very specific example with investors and with our teams. This notion that the filing room in the branch is literally to be converted to a room where 

we can meet with customers or we can take video conference or put video tellers in. This integration of the channels is probably the most critical thing. 

 

In our own branch network we've moved pretty aggressively, I'd say, over the last few years, average footprint is 30% smaller, average capital in a 

branch is 20% less, and average operating cost on a branch is 15% less. So, that's an indication of where I think activity will grow. 

 

I think in the performance in Q3 for the Canadian business, you can start to see some of these investments coming through. When it's high-change, low-

growth, I think agility and customer focus are the order of the day, and you need to execute well with revenue in the mid-single-digits, with expenses 

improving and operating leverage improving and NIM stable and PCL stable, it makes us feel confident that we're investing in the right spots, given all 

the change.  

 

John Aiken  - Barclays - Analyst  

 

Well, and that leads into my second question in terms of what is your outlook for growth, and, more specifically, where is the growth going to come from 

within this environment where we're seeing Canada in a technical recession, maybe coming out of it, et cetera? Where is it possible for BMO to gather 

growth that may not necessarily be seen in the marketplace? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Yes, a few things. I think we were clear in the first half of the year that for BMO and for the country, the second half would be stronger than the first half 

was, in part because we went into the year with a different set of assumptions about what the state of play would be, and I think that's coming through. I 

think our results in Q3 were in line with that, where revenue was in line with the market. You started to see expenses coming in to align more with what's 

possible from a revenue perspective, and stability in the other areas of NIM. 

 

My own view is that in the back half of the year, and into '16, if we can see a constructive environment in the 2% GDP-type range, my view is that this 

business can be in the 5%-ish revenue range, and 3%, 3.5% on NIX, positive operating leverage contributing to bank-level productivity improvements. I 

think that's healthy growth for a moderate environment. 

 

In terms of where it comes from, I would say continued momentum on commercial lending, which is a big strength for us. We're the second-largest 

player in the Canadian market, and we really like that business for its strength and experience and diversity. 

 

Our Cards business has tremendous opportunity. We've invested quite heavily in that in the last two years. Balances and revenue have been a little 

slower to come through, but the indicators over the last quarter or so make us feel that the turn is coming. I would say Commercial lending and Cards, 

and continued growth on the deposit side, where we've done quite well over the last little while, those against a backdrop of a little more of a continued 

moderation on the NIX and stable NIM is what I think will do the trick. 

 

John Aiken  - Barclays - Analyst  

 

Great. Well, before I open it up to the floor, can we get the first polling question up on the screens, please? 

 

So, question one. What do you value most about BMO's operations? 1) Its U.S. exposure 2) Its domestic retail 3) Capital Markets 4) Wealth 

Management or 5) the North American Commercial Banking 
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 Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

 Vote 2. 

 

John Aiken  - Barclays - Analyst  

 

No bias at all. Your vote doesn't count. 

 

See? There you go. You get scared of nothing. 

 

So, honestly, it's funny, actually, because I look at this, and this is what I view as BMO's strengths in terms of U.S. exposure, domestic, but also the 

commercial banking. We're going to talk about yours, so, I don't think there's anything, unless you really want to expand upon Capital Markets? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Well, that's a pretty sensible mix. Unfortunately, there's only so many points to go around, but, obviously, the Capital Markets that we have is a large and 

strong and well-run one, bulge bracket in Canada and good and growing in the U.S. 

 

So no, but that's about the split that I'd expect, and I very much appreciate seeing the appreciation of the U.S. and the North American Commercial 

business, because those are important to us. 

 

John Aiken  - Barclays - Analyst  

 

Fantastic. So, are there any questions from the audience before I continue to usurp all of the time? 

 

Unidentified Audience Member  

 

Thank you. I wanted to ask if you have a relationship with Cardlytics, and then, more generally, if you have any ability to extract third-party revenue out 

of your customer data today? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Thanks for the question. We do have a relationship with Cardlytics. I'd have to check with the team to see what, if any, specific role they're playing with 

us now. You'll know that there are many vendors in that space, and we'll have a couple of relationships, and the answer to the second question is yes. 

 

Unidentified Audience Member  

 

Is there an internal view at your bank about, let’s assume that oil prices stay down at these levels for the next few years, about what that implies for 

consumer and commercial credit quality?  

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Okay, thanks for the question. The immediate view just is, I would say, we're quite comfortable with where we are from an oil and gas perspective. Just 

BMO alone, it's about 2% of our loans, 55% investment grade, and we have renewed, as we always do, our stress scenarios. We've run them at $35 

and $50, so pushed them out for another year, and the outcomes of that stress scenario suggest that the PCL loss is quite manageable. The two-year 

average loss in that scenario was actually below our average PCL of 41 basis points. So, the BMO-specific stress in that scenario, which I think was part 

of your question, we think it is manageable. 
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With respect to the consumer, for us in the oil-producing regions, say we just focus on Alberta, it's about 15% of our personal lending book, and 15% of 

our mortgage book. The personal lending side, on the cards, in particular, it performs better, consistently, than the national average from a losses 

perspective, and in downturns has typically performed well. 

 

Even with unemployment moving from 4.5% to over 6%, it's still low, from an average national perspective, and historically the cards have held up in this 

type of environment. 

 

And on the mortgage book, it is quite a highly insured book, approaching 70%, and an LTV that's in the 60% range for the uninsured. So, I think the 

quality's high. We don't have particular concerns. 

 

It is clear, though, that with sustained low prices, lives are going to be impacted, jobs will be lost. There will be some strain, I'd expect, but it's not one 

that we're thinking is beyond manageable, and so, we think the book holds up well. 

 

 

John Aiken  - Barclays - Analyst  

 

Cam, along those lines for the consumer book, have you seen any uptick in delinquencies over 2015? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

There's really no discernible trend. 

 

John Aiken  - Barclays - Analyst  

 

Okay. 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

And, as you will have seen from our last quarter, our PCLs are actually quite moderated right now, and so, there's not a trend linked to oil and gas that 

you can point at. 

 

Unidentified Audience Member  

 

Since we're talking about oil, there's probably a few people in this room that believe some version of the great Canadian housing bubble thesis. I was 

wondering if you could spend a few minutes telling us what you think is wrong with that narrative? And, ideally, if you can refer to customer behavior, 

maybe vintages of mortgages, that would be great. 

 

But if you can talk about what elements in the Great Canadian housing bubble narrative you think are incorrect? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

I'll start by saying I'm not a subscriber to the narrative. The BMO book, relative to the industry, is relatively small, but it's strong and stable and has 

performed very well through time. 

 

When you look across the country, recognizing there are different regional realities, it isn't obvious to me that with the exception of Toronto and 

Vancouver, there is any place where affordability or supply are particularly out of whack. Where there have been potential over-supply issues, like, for 

example, condos in Toronto, those have fundamentally been absorbed in recent quarters. Starts look like they are in line with our longer-term needs for 

the country, and affordability is there. 

 



 
SEPTEMBER 17, 2015 - Bank of Montreal at Barclays Global Financial Services Conference 

 

6 

 

 

 

Now, although I'm less of a buyer on the large bubble narrative, I do think it's prudent that we stay pretty close to the Vancouver and Toronto markets, as 

we do. I think it's likely that in the medium term most markets enjoy a modest level of growth, and I hope that it is modest, and we'd expect in Alberta that 

there'll be some downward pressure on prices, and that's to be expected. 

 

John Aiken  - Barclays - Analyst  

 

So, as a follow-on to that, though, another concern is condo developers. Can you talk to the Bank's exposure to the condo development market? 

 

 Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Yes, I would consider it to be a moderate exposure. We are pretty disciplined underwriters in this space, and disciplined lenders, and our exposure has 

not changed through time. It's not elevated in any way, and we're quite comfortable with where the concentrations are. 

 

John Aiken  - Barclays - Analyst  

 

So, then, extrapolating your view on housing, which is very much I agree with, where if we're going to see housing prices moderate over the coming 

years, particularly if we start getting into a rising interest rate environment and having affordability match, what is the outlook, then, for the growth in your 

consumer loan book, considering that mortgages are the biggest piece on your book? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Good question. I think that the mortgage market moves in Canada between 4% and 5% for the next little while, and I think that's what we do, as well. 

 

John Aiken  - Barclays - Analyst  

 

Okay. And are you going to be able to see growth in other areas that will surpass that and augment that loan growth? You talked about the other 

avenues in your opening, but one area that BMO has been fairly dedicated to is the credit card portfolio, but on the flip side, I believe that you've 

consciously slowed down, actually, on the auto lending. Can you talk about the dynamics between those two? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Sure. This is a good bridge.  

 

The mortgage performance in our business is a critical one for us, in part because we're very proud of the lead mortgage product we have, which is the 

innovative, and, I think, very responsible 25-year fixed. We were, as a bank and as a brand, out almost six or five years ago, with this 25-year AM, and 

because we think it's the responsible way to go, it has been one of the most powerful products in our portfolio, in part because it's the strongest product 

we have for cross-sell, and it's one of the strongest retention and renewal products that we have. 

 

So, to your first point, my outlook, mid-single-digits, we'll be with the market with this product and what will that do in terms of other products that can 

help? Well, I think cards and auto are both good areas of focus. 

 

It's taken us a little bit of time on the card side to go through the full renewal that we wanted to go through. There are many dynamics going on, on the 

Canadian retail and small business card market. Some are self-imposed. Some others we've gone through a new platform, new portfolio management 

approach. 

 

We have new products, particularly on the premium side, new leadership team, et cetera. So, I'm quite optimistic that that's one product that can be up, 

pulling our overall Canadian personal lending performance up. 
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And then on the auto side, I think our story is quite clear in the market. We support this market, and we want to participate, and we think it's a very, very 

good one. That said, in any market that you participate in, you always need to be assessing your participation choices, as conditions change or as you 

expect that they will. 

 

We saw length of AM and LTV and credit scores in some concentrated areas, moving in directions that weren't quite right for us. So, we made moves to 

pull back there. 

 

That said, we are participating in the places that we want to. That move did cost us some asset and revenue growth, clearly, in '15. We're okay with that. 

That's a near-term sacrifice. Originations over the past four months have been up in the very strong double digits. 

 

So, you'll see quarter on quarter and year on year come through on that side. And while we slowed down in those areas, we did take the time to improve 

some of our processes that I think will improve the experience for our sales force and for dealers and for consumers. 

 

So, those are two areas that I think are linked, but also separate to the housing question, and important for our loan growth. 

 

John Aiken  - Barclays - Analyst  

 

Fantastic. 

 

Before we go to the next question, can we do the second polling, please? 

 

What's the greatest risk to Canadian banks' valuations? 1) Canadian recession 2) Canadian housing market 3) Slowing loan growth 4) Canadian 

employment levels or 5) weakening credit 

 

You can say it. We know you pressed two. 

 

Canadian recession is the big one. Well, that's actually kind of interesting, because even with my outlook, I'm not looking for a deep recession, maybe a 

little bit more prolonged. I think I'm a little bit more pessimistic on the near-term recovery than you are, but I don't know, Cam, can you talk about what 

you're seeing at the ground level in terms of the impact of this technical recession? Are you actually seeing anything with small businesses? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

It's a good question. Technical recession it may be. We've seen contractions like this in recent years, something like 12 over the last 90. If, indeed, this is 

a technical recession, it feels more mild on the ground, because apart from oil and gas, you're not seeing all the usual things that come along with a 

technical recession. Jobs are being created. Consumer spending is up. House prices are stable or up. People are buying cars. 

 

So, to the question about what it feels like on the ground, it doesn't feel like that. It doesn't feel like number one would necessarily be the answer, being 

quite sensitive, of course, to the realities on the ground in Alberta, and bits of Newfoundland and Saskatchewan. 

 

Regardless of whether it's a recession or it's not a recession, it is a lower growth environment with contraction in some areas, and in these situations, I 

think the most important thing that organizations like ours can do is focus on diversification, and that is the beauty of being a large, national organization 

that has a set of regional realities within it. 

 

So, where we're getting perhaps underperformance or lower expectations for growth in a place like Alberta, we have this amazing opportunity in Ontario 

and Quebec and linked to our footprint in the U.S. is this Great Lakes economy which is 100 million consumers and a $5 trillion GDP, with almost a third 

of the Canadian and U.S. work force, all right there, right in the spot that will be able to link manufacturing, low rates, low dollar, strong U.S. economy. 

 

So, the first thing is, I think, diversification regionally, diversification by product. Obviously, we have these capabilities, and they give us an opportunity to 

amplify things like commercial lending growth or to do the acquisition that we just announced, the GE acquisition that we just announced, last week in 

the U.S. 
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The other thing that I would say is, the relationships between your groups is another big opportunity. We have the second-largest commercial bank in 

Canada, and we have a really strong commercial lending capability in the U.S.--13 consecutive quarters of double-digit growth in that lending business in 

the U.S.-- and linking those two things up more optimally and more thoughtfully in the last couple of years, as we've done, has led to the flow of 

something in the range of 150 customers, north and south, that we wouldn't have done before. 

 

Similar examples are true on the Wealth side, as well, where we transfer $12 billion between the Retail bank and the Wealth business to ensure that 

we're getting the right customer in the right place for the right treatment. 

 

So, I think using your diversification by product, I think, by geography, using it north/south, breaking down silos so that you're providing maximum 

capabilities to all customers, and then finally prudence on the expense side, making it sort of possible to ensure that you can, in an enduring way, run 

your business on a more efficient basis, because when your costs are low and your capital is strong, you put yourself in a position to take advantage of 

discontinuities, like, for example, the GE deal. 

 

John Aiken  - Barclays - Analyst  

 

Fantastic. 

 

Unidentified Audience Member  

 

Outside of oil and gas sector, are there any kind of areas of the economy, where the actual recession word is relevant at the moment? Or what would be 

the other concerning areas of the economy at the moment, outside of the energy sector? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Well, the one that I would point to, that one that you need to keep in mind is just the overall health of the Canadian consumer, and what we all want from 

this exercise is, you know, sustained moderate growth through time. 

 

Household debt levels are rather high, and that's why I think it's appropriate that the outlooks that we have for the next year, two years, three years, are 

perhaps more moderate than what you've seen in recent years in that Canadians are continuing to borrow as responsibly as possible. 

 

Jobs and incomes continue to grow in a healthy way, as they are, and house values continue to grow in a sensible way, as I expect that they will. But at 

the same time, borrowing is done in a responsible way, which takes us back to the topic of the mortgage and the shorter amortizations so Canadians 

can get debt-free sooner and save for their retirement, et cetera. But I think the household health is another topic that we all need to keep an eye on. 

 

Unidentified Audience Member  

 

I'll stay on theme here, which probably doesn't surprise you. Obviously, when oil and natural resources prices fall, there is not an immediate and 

catastrophic impact on the companies who are involved in those industries. They have hedges. They cut employees over time. They reduce CapEx. 

 

What is your timeline of the evolution with oil under $50, and obviously, things extremely strained in Alberta, given the quality differential? And how does 

that flow through to the local restaurants and local hotel, to the owner of a commercial building, and in what timeline should you be looking at that, 

because I think we all understand things don't happen on Wall Street or trader time, they happen over the course of months and years as hedges roll off 

and the reality sets in? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Good question. I'm not an oil and gas expert. I've watched one or two of these things happen before, as I'm sure, have others in the room, and it's 

difficult to gauge. 
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I had the opportunity to spend Friday and Saturday last week in Calgary with a lot of CEOs in the oil and gas industry, and the sentiment was what I 

expected it would be, which was sitting on hands, patiently waiting and seeing for what's to come. I don't think that there's a scenario where people are 

expecting an immediate and large change, but there was a degree of patience that I felt, that I expected, and I see the same thing a little bit on the 

ground with the teams. 

 

I think you'll see this, there will be an impact. There is no question. You've seen activity come down. We'll start to see it over the course of the next 

several quarters, I'd expect. And in our own book, I would expect that the place that we'll find it will be in the auto and in the cards, but not in the next 

couple of quarters, I wouldn't expect. 

 

Unidentified Audience Member  

 

The guys you're speaking with are not going to be, you know, tell you how they're suicidal, right, and they're going to shut down their business, but they 

are going to have their game face on. Reading between the lines and for the smaller businesses probably more directly impacts you. There are a lot of 

industries right now that are under strain in Canada. I clearly don't need to tell you that, from paper to metals to oil.  

 

How is that going to be felt beyond those immediate industries? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

There will be jobs lost. There will be small businesses that suffer. There will be difficulties on the credit side, to some level, but there just isn't currently 

an indicator right now that says this is going to be meaningfully different than cycles that we've been through in the past. 

 

In the scenarios that we've run, which are based, I think, on, well, 200 years of history and very strong and disciplined lending practices in the region, 

suggests there's a way through this one that's manageable. 

 

John Aiken  - Barclays - Analyst  

 

We've got one up front, please. 

 

Unidentified Audience Member  

 

Cam, can you talk about the extent to which the manufacturing base in Canada has been shut down and is either slow to restart or can't be restarted at 

all? Because a lot of capacity left the country when the CAD was strong. We're told that now that it's weak, this is going to benefit the manufacturing 

base, but to the extent that it's gone and it's not coming back, that's going to be a much smaller benefit than it might be otherwise. 

 

Can you discuss that? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Yes, it's hard for me to quantify exactly what's going to happen, and what any migration on the manufacturing side in the past means for right now, but 

what is clear is, there is more energy, and I think small business opportunity going on in Ontario and Quebec, and regions that have exposure to getting 

started and some of these tail wind benefits that we expected to come through, to come through. 

 

So, difficult to say what exactly will happen, but what I do feel is being positioned in such a contiguous position as we are with Ontario, Quebec, and our 

six Midwest states, we feel well positioned to benefit from it. 

 

I think I'd leave it there. 
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John Aiken  - Barclays - Analyst  

 

Before we take the next question, can we go to the third and final polling question, please? 

 

Which areas of the business do you think BMO should expand and possibly make an investment or acquisition in? 1) Expand U.S. retail banking 

footprint beyond the U.S. Midwest 2) Broadening Wealth Management capabilities in Europe and Asia 3) Strengthening the Bank's domestic retail 

banking footprint 4) Bulking up its Capital Markets platform or 5) Greater diversification through other avenues, such as Insurance 

 

We know where your vote is. 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Those are all good. 

 

John Aiken  - Barclays - Analyst  

 

Okay. We'll skew the results and give it to Bill and saying it was number three. So, our retail banking footprint beyond the U.S. Midwest. I don't expect 

you to necessarily comment on that. But following on the previous question, Cam, in terms of commercial lending within your operations, we keep on 

hearing about you and all your competitors saying this is one of the avenues for growth. 

 

How is the competition shaping up in that? Are we seeing it in pricing? Are we seeing it in covenants, or is just everyone still playing fair? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

I would say it's probably somewhere in between. It is a healthy but competitive environment, and I expect that we will, over the next four quarters see 

that continue as there may be some uncertainty in some parts of the country with respect to where they should be investing and growing, et cetera. 

 

So, I think that there will be expanded competition. I think the players that you’ll see do well over the next little while are the ones with the broadest 

capabilities who can move between commercial real estate and Ag., oil and gas, services. Those are the ones that will do best. 

 

There isn't one particular competitor that you feel is being the most aggressive nationally. Everyone's picking their spots to bulk up capabilities where 

they think they can do better than what they're presently doing, based on their own view of what's out there. 

 

May I just say one thing on point number one, expanding U.S. retail banking footprint beyond the Midwest? 

 

John Aiken  - Barclays - Analyst  

 

Absolutely. 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

We're quite pleased with the acquisition that we made of the GE Transport business, and it was, as I’ve said before, an opportunity for us to build upon 

our commercial strength in Canada and a really strong commercial footprint in the U.S. And we've been pretty disciplined acquirers in the past, where 

our strategic needs around strategy, finance, and culture are met, we'll move, and that's exactly what happened in this case with GE. 

 

We like it because it lines up well with some other capabilities that we have around equipment finance. So, we feel like know the business. It's well 

aligned, and our priority number one is to work on integrating that and making it as profitable a business as we can. 
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But we continue to be focused on opportunities to tuck in and expand that U.S. capability. And then beyond that, obviously we've been pretty clear that 

expansion and growth, organic expansion in Wealth, organically and inorganically, is a top priority for us and we've been quite, I think, acquisitive on the 

inorganic side in Wealth, in particular, with a focus on Private Banking and Global Asset Management, we'll be watching to do that. 

 

John Aiken  - Barclays - Analyst  

 

Any from the audience? I'm sorry, one more up front. 

 

Unidentified Audience Member  

 

How much do you guys on the Management Committee discuss and worry about the disinflationary forces in the world, especially given the relatively low 

capital position, globally, for the Canadian banks? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Well, I think now more than ever as a leadership team, and, indeed with the Board, we spend, I'd say meaningfully more time on macro topics and the 

things that are at play in the world that could have an impact on our performance and our ability to control our destiny. 

 

I think that's true on some of the macroeconomic forces that you lay out, and it is true in other areas, as well, including the potential threat of new 

entrants in the market, for example. 

 

And so, it's a different time, so it's a slightly different approach, I think, to leading at that level. But I think the most impactful way is to keep everyone 

together and quite current on the big topics. 

 

I guess we'll leave it there. I think you were going to ask another question. 

 

John Aiken  - Barclays - Analyst  

 

I characterize this as a little bit unfair, considering the interest rate environment may change this afternoon but for your operations, a little more 

dependent on what the Bank of Canada does, and we've seen two rate cuts so far this year. Have you seen the full impact on your operations margins, 

and from your standpoint, have these rate cuts actually generated any stimulus? 

 

Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

That's a good question. I think it's early days to say whether it's generated stimulus. You'd expect a move, two moves like that, to work their way through 

the system. Through time, there will be sectors that benefit more than others - manufacturing, auto, aviation, equipment, parts, tourism, and maybe 

there's some of that in the manufacturing numbers that we've just seen, maybe. But we see it as a positive, to be sure. 

 

I think you have seen the impact of it in the Canadian book, and for us, those moves are basically modestly positive. There's a little bit of upside in the 

Canadian Banking side, and a little bit of downside on the Wealth and the Retail Brokerage side. And so, that nets slightly. 

 

So to me margins are where they're going to be. I think that they're relatively stable for the next few quarters. I think that our expectation is that rates in 

our country stay relatively flat for the next period of time, and when they move, it's likely a moderate move up. 

 

John Aiken  - Barclays - Analyst  

 

Maybe we have time for one  quick question. Well then I guess it’s left up to me. Cam, we've heard a lot about Canadian banks talking about disrupters 

coming into the market, and all the various investments in FinTech, et cetera. How is BMO approaching these potentially very disruptive factors? 
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Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

We, like others, are really focused on the topic. Payments are the main area that I think gets the most amount of attention, and I think that's probably 

right. 

 

I would say our approach on this one is balanced, though, because you need to be doing two things at the same time. Beyond the hype and the talk is a 

reality that payments are critical in the Canadian banking landscape. It's where the relationship hinges in terms of safety and security, and our customers 

that have payment relationships with us tend to stay longer and do more with us. So, it's critical that we defend and build upon those payment 

relationships. 

 

But priority number one needs to be the running of the core credit card book. For us, that's a $9 billion asset we have, with strong margins, with strong 

client relationships. We have great partner relationships; largest MasterCard issuer, largest AIR Miles. We have Shell. We have Sobeys. 

 

So, this ecosystem that is involved in running the business is the first and most important thing to maintain, because there are a few scenarios where 

you can anticipate a new tech player in the payment space, whether it's Apple or Google or others, meaningfully moving the volume of transactions over 

the next five years. You don't see estimates that are particularly beyond 5%, for example. 

 

So, for us, focusing on the core business at the same time as you get yourself prepared for a move that is coming, the only question is when, is the 

critical thing. And there's two points I'd make on that. The first is, I lead our North American Payments business, so, I have the benefit of learning from 

our Apple Pay experience in the U.S., where we're live and have been for several months, learning about consumer behavior and merchant behavior 

and issuer behavior to ensure that we're well positioned to learn from that experience and do better when we're live with it in Canada. That's one thing. 

 

But the second thing is, I think, to not be too caught up on the fanciest, flashiest application you can come up with in the payment space, but to stay 

focused more on, first and foremost, security. No transaction can be less secure than that which you have with your chip and PIN card, number one. But 

number two, to make the move to digital payments a meaningful one, beyond security, there needs to be some combination of value and the removal of 

friction. And so, for us, the mobile banking component of that one, that example, would be Touch ID so you can sign in to your mobile banking with BMO 

on your Touch ID. We're the first Canadian bank to do that. That's important because security is up, and convenience is up. That makes sense. It gets a 

lot of usage. It gets a lot of praise, because it's sensible. 

 

Or, we have an integrated Investment and Banking app on tablet. We’re the first Canadian bank to do that. We bothered with that because it removes 

friction. You're not toggling between apps. There's value in being able to see everything together on your mobile device. 

 

So, we're quite focused on making sure that we protect and grow the core, with a focus on premium, and when it comes to digital payments and dealing 

with new entrants to the market, that we are focused on security first, and then, real value-based friction-removing applications, and we're looking 

forward to the change. It's a good evolution. 

 

John Aiken  - Barclays - Analyst  

 

Fantastic. Well, it's a good note to leave it on. Cam, thank you very much. 

 

 Cam Fowler  - Bank of Montreal - Group Head, Canadian Personal and Commercial Banking  

 

Thank you. 

 

John Aiken  - Barclays - Analyst  

 

Appreciate it. 

 

 

 


