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Caution Regarding Forward-Looking Statements 
Bank of Montreal’s public communications often include written or oral forward-looking statements. Statements of this type are 
included in this document and may be included in other filings with Canadian securities regulators or the U.S. Securities and Exchange 
Commission, or in other communications. All such statements are made pursuant to the “safe harbor” provisions of, and are intended 
to be forward-looking statements under, the United States Private Securities Litigation Reform Act of 1995 and any applicable 
Canadian securities legislation. Forward-looking statements in this document may include, but are not limited to, statements with 
respect to our objectives and priorities for fiscal 2021 and beyond, our strategies or future actions, our targets, expectations for our 
financial condition or share price, the regulatory environment in which we operate and the results of or outlook for our operations or 
for the Canadian, U.S. and international economies, the expected impact of the COVID-19 pandemic on our business, operations, 
earnings, results, and financial performance and condition, as well as its impact on our customers, competitors, reputation and trading 
exposures, and include statements of our management. Forward-looking statements are typically identified by words such as “will”, 
“would”, “should”, “believe”, “expect”, “anticipate”, “project”, “intend”, “estimate”, “plan”, “goal”, “target”, “may” and “could.” 
 
By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties, both 
general and specific in nature. There is significant risk that predictions, forecasts, conclusions or projections will not prove to be 
accurate, that our assumptions may not be correct, and that actual results may differ materially from such predictions, forecasts, 
conclusions or projections. The uncertainty created by the COVID-19 pandemic has heightened this risk given the increased challenge 
in making assumptions, predictions, forecasts, conclusions or projections. We caution readers of this document not to place undue 
reliance on our forward-looking statements, as a number of factors – many of which are beyond our control and the effects of which 
can be difficult to predict – could cause actual future results, conditions, actions or events to differ materially from the targets, 
expectations, estimates or intentions expressed in the forward-looking statements. 
 
The future outcomes that relate to forward-looking statements may be influenced by many factors, including but not limited to: the 
severity, duration and spread of the COVID-19 pandemic, its impact on local, national or international economies, and its heightening 
of certain risks that may affect our future results; the possible impact on our business and operations of outbreaks of disease or illness 
that affect local, national or international economies; general economic and market conditions in the countries in which we operate; 
information, privacy and cyber security, including the threat of data breaches, hacking, identity theft and corporate espionage, as well 
as the possibility of denial of service resulting from efforts targeted at causing system failure and service disruption; changes in 
monetary, fiscal, or economic policy, and tax legislation and interpretation; interest rate and currency value fluctuations, as well as 
benchmark interest rate reforms; technological changes and technology resiliency; political conditions, including changes relating to 
or affecting economic or trade matters; the Canadian housing market and consumer leverage; climate change and other environmental 
and social risks; weak, volatile or illiquid capital or credit markets; the level 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, and the effect of such changes on funding costs; judicial or regulatory proceedings; the accuracy and 
completeness of the information we obtain with respect to our customers and counterparties; failure of third parties to comply with 
their obligations to us; our ability to execute our strategic plans and to complete proposed acquisitions or dispositions, 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, including with respect to reliance on third parties; changes to 
our credit ratings; global capital markets activities; the possible effects on our business of war or terrorist activities; natural disasters 
and disruptions to public infrastructure, such as transportation, communications, power or water supply; and our ability to anticipate 
and effectively manage risks arising from all of the foregoing factors. 
 
We caution that the foregoing list is not exhaustive of all possible factors. Other factors and risks could adversely affect our results. 
For more information, please refer to the discussion in the Risks That May Affect Future Results section, and the sections related to 
credit and counterparty, market, insurance, liquidity and funding, operational, legal and regulatory, strategic, environmental and 
social, and reputation risk, in the Enterprise-Wide Risk Management section that starts on page 73 of BMO’s 2020 Annual Report, 
and the Risk Management section that starts on page 31 of our Second Quarter 2021 Report to Shareholders, all of which outline 
certain key factors and risks that may affect our future results. Investors and others should carefully consider these factors and risks, 
as well as other uncertainties and potential events, and the inherent uncertainty of forward-looking statements. We do not undertake 
to update any forward-looking statements, whether written or oral, that may be made from time to time by the organization or on its 
behalf, except as required by law. The forward-looking information contained in this document is presented for the purpose of 
assisting 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. 
 
Material economic assumptions underlying the forward-looking statements contained in this document are set out in the Economic 
Developments and Outlook section on page 18 of BMO’s 2020 Annual Report and updated in the Economic Review and Outlook 
section set forth in our Second Quarter 2021 Report to Shareholders, as well as in the Allowance for Credit Losses section on page 
114 of BMO’s 2020 Annual Report and the Allowance for Credit Losses section set forth in our Second Quarter 2021 Report to 
Shareholders. 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, we primarily consider historical economic 
data, past relationships between economic and financial variables, changes in government policies, and the risks to the domestic 
and global economy. Please refer to the Economic Review and Outlook and Allowance for Credit Losses sections in our Second 
Quarter 2021 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, the rationale for their use, as well 
as the effects of changes in exchange rates on BMO’s U.S. segment reported and adjusted results can be found on pages 7 and 8 of 
BMO’s Second Quarter 2021 Report to Shareholders and on pages 17 and 23 of BMO’s 2020 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; results and measures that exclude the impact of 
Canadian/U.S. dollar exchange rate movements (i.e. constant currency basis or CCY), adjusted net income, revenues, non-interest 
expenses, earnings per share, effective tax rate, ROE, efficiency ratio, pre-provision pre-tax earnings, and other adjusted measures 
which exclude the impact of certain items such as, acquisition integration costs, amortization of acquisition-related intangible assets, 
impact of divestitures, reinsurance adjustment and restructuring costs.  Bank of Montreal provides supplemental information on 
combined business segments to facilitate comparisons to peers. 
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Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst  

Hi. Good afternoon. Thank you for joining us. And also for important disclosures, please see the Morgan Stanley Research Disclosure website at 
www.morganstanley.com/researchdisclosures. And if you have any questions, please reach out to your Morgan Stanley sales representative. 

We're pleased to have with us today Darryl White, CEO of BMO Financial Group. Darryl was appointed CEO of BMO in 2017. He chairs the bank's 
executive committee and serves as Director of BMO Financial Group as well as a U.S. subsidiary, BMO Financial Corp. Darryl joined BMO's 
investment in corporate banking business in 1994. And in 2014, he was named CEO and Group Head of BMO Capital Markets. And in 2016, was 
appointed as BMO's Chief Operating Officer. 

Darryl's going to start with a presentation about BMO and its business and strategy, and I will lead the Q&A session after that. Darryl, thanks so 
much for joining us. Over to you. 
 

Darryl White - Bank of Montreal - CEO 

Well, thank you, Manan, and thank you for hosting us at the conference today. I understand there may be some folks who are a little less familiar 
with our story, so what I'll do is I'll start at the top of the house, and I'll give you an overview of our strategy, our key areas of focus, with a little bit 
of a drill down on our North American platform and our areas of differentiation as we've repositioned our business for sustained performance. 

So on the first slide, you'll see we are the eighth largest bank in North America with about $950 billion of assets. We are Canada's first bank. We've 
been in business for 204 years, which would put us among the top two or three oldest banks in North America. And we've been in the United States 
for a very long time. In fact, our first entry in the United States was in 1818, the year after we were founded. We talk about our bank being anchored 
on our purpose, which makes commitments to thriving economy, sustainable future and inclusive society driven by our strategic priorities, which 
are focused on building a future-ready, digitally-enabled bank with leading efficiency, customer loyalty and profitability. And of course, powered 
by our values, which you can see at the bottom side of the page. We've got our medium-term financial objectives on the right-hand side of the slide, 
and I'll talk about them a little bit as we go through here. 

Next slide, please. We talk about our mix as being advantaged, and we'd say that because of two things. One, our lines of business. We've got 
diversification through our lines of business. You can see on the left-hand side of this page that no particular line of business represents more than 
1/3 of our total and no line of business represents less than 20% of our total. We've got a focused strategy on North America. And geographically, 
we like our mix as well, coming up on 40% of our income out of the U.S., a little above 50% coming out of Canada. And importantly, every one of 
the four lines of business are operated and run on a North American basis, integrated across brands, management spine and customer strategies. 

Next slide, please. The U.S. is really important as a share of our story. The U.S. is about $275 billion of assets in our total U.S. segment. It represents 
40% of BMO Financial Group's earnings, and the adjusted efficiency ratio of our U.S. segment is 55%. I say that because when we look at how that 
complements our overall mix, we have an interesting nexus of the meeting place between the fastest-growing market for us, which is the U.S. given 
our market share in the U.S., and bringing a contribution to our overall mix that's consistent with our Canadian efficiency ratio and ROE profile. So 
it's quite an attractive position for us. 

It, too, as you can see on the bottom right-hand side of this slide, is diversified by business and it is diversified by geography. About 50% of our 
business comes from our core Midwest footprint. We acquired the Harris Bank in 1984 and continued to build from there. The other 50% of our 
business in the U.S. is from outside of that core U.S. footprint in Commercial, in Personal, in Capital Markets and in Wealth. And in Personal, we 
have built out our digital bank, which is now collecting actively deposits in all 50 states. 

On the next slide, I talk about our financial performance, which we describe as strong and consistent. Why? Because we had very good momentum 
going into the crisis, and that has served us well through the crisis. We have three consecutive years of 7% or higher PPNR growth. And that's driven 
a reduction in our efficiency ratio of 550 basis points, and an improvement in our ROE of almost 200 basis points. 

We've done this in a number of ways, including having made decisions to exit or wind down certain businesses that were not positioned to deliver 
strong returns over the long run. Secondly, allocating capital and resources to the areas where we are well positioned for profitable growth over the 
long run. And thirdly, with a disciplined expense management structure that has really changed the way we operate through disciplined decisions 
as well as digitization and streamlining, which I'll speak to a little bit more as we go forward. The ROE, as a result of all this, is above our target, 
which is 15% as you saw on the first page, in all of our lines of business, and we believe these results are peer leading. 

On the next page, we talk about shareholder value creation. Here, you might be interested to know that BMO has the longest-running dividend 
payout record of any company in Canada at 192 years and counting. And there are very few, I think 5 or less in that category if you include all U.S. 
companies as well. And we take that track record very seriously.  
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 On the bottom left, we show that we have beat the S&P broadly on total shareholder return over a 1-year, 3-year and 5-year. So we have a strong 
history of creating value for shareholders, and we think that we're very well positioned to continue to do so, particularly in light of the restrictions 
on share buybacks and dividends, which continue to be in place in Canada, and therefore, we're continuing to build excess capital. 

On the next page, we talk about our track record of risk management. This, I would say, is a hallmark of our company and has been for decades, the 
consistently lower than peers’ performance on realized specific credit losses is something that we take a lot of pride in. And it's important to note 
that we've done so in many periods while delivering above-market loan growth. And so that's very important to us. And in the current environment, 
we've built up over $2.8 billion of allowances against performing provisions, which we think is far more than sufficient as we look forward. This is 
a track record that has served us well in both stressed environments as well as in more benign environments. 

On the next page, we talk about our capital. The story here is dead simple. It's a cornerstone of our resilience, it always has been. But currently, the 
build of our capital at 13% CET1 is well above our established industry minimums. It's never been stronger. And on a relative basis, we've got a 
little bit more excess capital than most of our peers. 

On the very next page, we give you a bit of a tour of the investments that we're making for growth in each of our businesses. From left to right, our 
Canadian Personal and Commercial business. Here, we've got the #2 position in Canada in commercial, the #4 position in retail, and we are the 
leader in digital sales in Canada. 

In U.S. Personal and Commercial, we're adding clients. We've continued to add clients, and we've grown and opened offices in outer markets in 
commercial through the crisis. We opened a new commercial office in Denver just last Friday, as an example. As I mentioned earlier, we've got a 
digital bank that's collecting deposits in all 50 states. 

In our Wealth Management business, this has been a very stable performer for us over time. We've got digital offerings. And we've got hybrid 
offerings. And we've got full-service offerings. Our asset management business in Canada has been the leader in ETF net flows for 10 years running. 

In the BMO Capital Markets business, on the bottom right-hand side, here, this has been a great source of diversified earnings for us. And we've 
repositioned our business for growth. About half of the business comes from our U.S. Capital Markets and half comes from Canada and others. And 
our profitability metrics in that business are similar in each geography. 

In the next pages, I'm just going to spotlight for you two areas of particular strength for us. The first is a quick touch on a power play for us, which 
is our Commercial business. Our Commercial business drives about 39% of total company revenues in Canada. As I mentioned, it's got #2 market 
share. When I roll it up to North America, it's a top 10 bank. Very importantly, our business model choice is a relationship model. 90% of our 
customer relationships are sole or lead relationships, which helps us manage our customers better, helps us manage our risk better through the cycle 
and helps us drive more consistent growth through the cycle. The commercial portfolio is 84% secured. We really like this business. And as the 
economy opens up again, we expect to grow this business at a faster rate than the market. 

On the next page, we switch gears and we talk a little bit about our digital journey. Here, we have adopted a digital-first approach to business, which 
means that digital is not just a channel, it's not just a product, but it's how we operate everywhere in the company, built off of our data and analytics 
set on the cloud, migrating to the cloud. You see some of the trends in the middle of the page. A third of all of our new sales are now digital. We 
are a leader in Canada. And we're able to digitally do deposits everywhere in the United States. We don't do it all by ourselves. We're a big believer 
in partners. And you can see some of them on the right-hand side of the page, including recently, having been selected by Google on Google Pay 
for their Plex, which we expect to drive a lot of scale and innovation. And last week, we announced our partnership with AWS on our cloud 
transformation journey as well. 

Next slide talks about our Purpose. I talked about it upfront. We're fully committed to it. I would say, for us, this is not a fad. We've been here for a 
very long time. The three pillars are here, and the proof points are below it. 

And then the very last slide talks about some reasons to invest in our company. Here, I think it's a pretty exciting time to consider us. We've got a 
business that's diversified, as I pointed out earlier, for long-term value. We're focused on North America. We've got an exceptional foundation. We 
think we have best-in-class risk management and capital. And so far, we've got best-in-class operating performance in our business over the last 
several quarters. 

So Manan, I was going to leave it at that. That's a rapid-fire tour at the top level of who we are, and I'll turn it over to you to run the Q&A. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Perfect. That's a great high-level introduction. And I'm sure a lot of investors on this call will appreciate that. 
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 Maybe to start off Q&A, let's start off with return on capital. That's been a big question on investors' minds. You mentioned that you have 13% 
CET1. On a relative basis, you have higher capital than your peers. Talk a little bit about your philosophy around returning capital to shareholders 
and how you might deploy excess capital. And maybe if I can add to that, if you can also touch on your thoughts on M&A as you talk about capital 
deployment? 
 

Darryl White - Bank of Montreal - CEO 

So there's a lot in that question, I'll try to decompose it for you. The first place I would start is that we've always been committed on our capital 
return strategies, Manan, to moving our dividend at a similar rate to our earnings. So we've got a commitment over time to a 40% to 50% payout 
ratio. Clearly, we're well below that today given the restrictions that were put on us. I would expect that, over time, we will return to that range, and 
we'll keep in that range when our restrictions come off. 

Which by the way, some of your investors may be wondering, when does that happen? We don't know is the answer. I expect that we could see 
something fairly imminently that might be effective later this year. When that happens, I think what you'll see us do is look to the dividend first. 
We'll bring you back to what we owe you for the last couple of years, and I expect that we'll do that fairly quickly. And then we'll still have quite a 
bit of excess capital to turn to share repurchases, which would be probably available at an accelerated pace than it has been in the past given the 
excess that has built up, which I guess leads me to the second part of your question, which is the inorganic. 

I talk a lot about tools and discipline. In terms of tools, we think we have lots of them. We've got excess capital, we just talked about. We've got a 
little bit better currency than we have in a while. We think we've been effective acquirers in terms of how we have run businesses after we bought 
them. We bought the M&I Bank in 2010, which was a very strategic acquisition for us in Wisconsin. So we were able to get a #2 market share there, 
which is consistent with our #2 market share in Illinois. We bought the GE Transportation Finance business a few years later and instantly became 
the leading transportation finance provider in North America. That's run out of Dallas, Fort Worth. And we've made some smaller acquisitions in 
the last few years in our Capital Markets business and otherwise. 

So we've got a muscle that we think works, but the disciplined part, Manan, is the one I think you really have to watch in markets like this. It's a 
pricey market, and we're quite disciplined if you look at that track record on entry point and on the quality of assets. So you see a track record for 
us that is North America first, U.S. probable, but discipline, non-negotiable. So if you don't see us do anything on the M&A front, it will be because 
we couldn't find something that respected that discipline. And if you do see us do something, it will probably be because it's right in that sort of 
sweet spot. Otherwise, we'll return to buybacks and dividends at accelerated basis. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

And then also organic growth as well? 
 

Darryl White - Bank of Montreal - CEO 

Yes. And organically, there, we've been growing quite nicely on the fee businesses in Wealth Management and in Capital Markets in particular. I 
think we'll reach a point here in the next few quarters where we'll start to see some moderation in those businesses, hopefully, at the same time that 
we see a pickup in loan growth. It's conceivable you could see a gap between those two, but I don't think that gap is particularly long. And the loan 
growth has been fairly muted. So organic growth, yes, for sure. We had about 2% organic growth in our loan book in our last quarter that we 
released, so it's still pretty muted. But at some point, when we do see that coiled spring release, our track record has been -- particularly in our 
wholesale businesses, that when that releases, think back to 2018, 2019, for example, we tend to grow faster than market when it does in both Canada 
and the U.S., so I would expect that as well. We want to make sure we preserve lots of capital to do that, but we think there's plenty to go around 
for all of these sources. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

So maybe expand on that comment on loan growth a little bit. That's been a big focus of U.S. investors. Loan growth here has been hard to come by 
for the U.S. banks. Deposits are -- deposit flow has been pretty strong, so loan-to-deposit ratios are at all-time lows right now. So can you expand 
on what you're seeing from clients in terms of loan growth and what you're hearing from your bankers and when loan growth will resume? 
 

Darryl White - Bank of Montreal - CEO 

Yes. I think it's coming a little later than certainly I had forecasted. If you looked me up a couple of quarters ago, I would have thought we'd be here 
by now. I think one of the reasons we're not is the third wave has had a clear impact on confidence, and the pace of vaccination distributions, I think, 
is quite natural. What we're seeing from our commercial borrowing clients is they're sort of just now at the phase, as opposed to 3 months ago or 6 
months ago, looking at their ability to redeploy their capital programs, increase their CapEx program. So we'll see formation that way. There's an 
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 acceleration of M&A dialogue at the same time. So probably 3, maybe 6 months later than I had anticipated it to be, layer on the supply chain issues 
that we all know well. 

So we're sort of saying, at this point, look to the back end of this year before we see an acceleration beyond this sort of very low single digits that 
we saw in the last quarter and then look into next year before you can get to some point where you start to see an acceleration that's greater than 
that. That's the best we can give you right now. 

It could come faster. And when it does come, I expect it will come quite quickly, but it does take time for that flywheel to turn. It takes a long time 
between when you push the button on your capital formation program to get through the excess liquidity, to get through the supply chain and then 
to get the capital formation and to pull down the utilization. So that's what drives the time frame that I described to you. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

And is that similar across your business in Canada as well as in the U.S.? 
 

Darryl White - Bank of Montreal - CEO 

It is. I get asked that question a lot. There are some marginal differences region to region. There's an argument that Canada might be a couple of 
months behind the U.S. just because the pace of reopening itself has been a couple of months behind the U.S. with the pace of vaccine distributions. 
But on the other hand, the take-up on the vaccines first dose has been much higher than it is in the U.S. We're at about 74% take-up on first dose 
already, and we think we'll get to 85% by the end of the summer. So over time, if you look at commercial loan growth in those two markets and you 
look at good markets, soft markets, you really don't see a very big difference. Sometimes there's some things that are idiosyncratic by sector. But in 
general, you see a similar theme over time. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Great. And then maybe expand on your comments on your presence in the U.S. You mentioned you've done a few acquisitions here in the U.S. Do 
you feel like you have the scale you need in the U.S.? I mean it sounds like you do. But do you expect to expand on your footprint in the U.S. and 
expand your share of U.S. earnings as a proportion of total? 
 

Darryl White - Bank of Montreal - CEO 

Yes. We do expect to do that, Manan, increase our share of U.S. earnings even if I don't go to the M&A file because we're able to grow -- you just 
think about our businesses, right, we've got business in Canada where we have anywhere between 10% and 35% market share depending on the 
product that I'm talking about. And in the U.S., it might be between 1% and 5% market share. And the businesses that we're competing against, we 
do think we have plenty of scale because at -- somewhere around $275 billion of assets in the U.S., you think about the banks that are in that 
category. We compete very well with them. We compete very well with the banks that are smaller than them. And we do it off of the scale of our 
global balance sheet. 

So in the first page of our presentation today, I said we have a $950 billion balance sheet. That's Canadian dollars, so say around USD 800 billion 
round numbers. That's the balance sheet which would -- with which we build things. We build new products, we build sales, we build balance sheet 
and we use that across border in most cases. So we're certainly able to compete with most players in the U.S. And then at the same time, we can 
grow that business faster than the one we can in Canada. And that's before we look to layer anything on the M&A front. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Got it. Let's shift gears. You spoke about growing Wealth Management and fees. Talk about -- what are your key revenue growth opportunities in 
this environment? What's the outlook for stuff like NIM, Capital Markets and fees? 
 

Darryl White - Bank of Montreal - CEO 

So you covered a lot of real estate there. So I would say, on NIM, here if I had to pick between NIM expansion, NIM contraction and stability, my 
word would be stability. Our teams have done a remarkable job, actually, managing NIM through this cycle. And so as I look out over the year and 
I look at the total bank level, I think we could see some of our businesses will have a little bit of pressure, some will have a little bit of relief. On 
balance, I think it's pretty stable within a narrow band of a couple of basis points, I guess, on NIM. 

The fee businesses in Wealth and Capital Markets continue to be quite strong. In Wealth, I'll go there first and then I'll come back to Capital Markets. 
Wealth we've really done an interesting job, I think, our teams there in repositioning our business in Wealth. That's an example of where -- you 
heard me say earlier, we've made some strategic decisions on our portfolio. So we had a private banking business in Hong Kong and Singapore, 
which we sold earlier this year. We've announced the sale of our non-Canadian asset management business in EMEA. The only thing those two 
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 decisions had in common is that the businesses in question weren't scaled in the markets that they were in, in order to be able to give the returns that 
we need overall. We've done similar things in other businesses. And so now having made those changes in Wealth, we've re-platformed our business 
effectively for a lot of profitability and growth. Our Wealth ROE is now solidly above 20%, somewhere between 20% and 25%. So we'd like to add 
to that if we can. 

In Capital Markets, we've repositioned in other ways. We have exited businesses there as well that have had difficult return profiles where we 
announced in December that we're in the process of exiting our non-Canadian energy business. But on the other hand, we've been adding businesses. 
We bought a business in New York,  KGS-Alpha, which accelerated by five years or so where we would have been in some of our trading asset 
classes. We bought the Clearpool high-frequency trade business, also in New York. And there, we've repositioned the business pretty substantially 
as well. 

So I expect -- I hope my leaders are listening because I tell them I expect great things in those two businesses. And I recognize that the markets may 
not be as constructive in a month from now or 3 months from now or 6 months from now, so if that happens, we'll see a little bit of moderation, for 
sure, in those businesses. But if you take the Capital Markets business itself, for example, you might see a moderation of what we call our global 
markets trading businesses, but you'll see a pickup likely in our corporate banking businesses and our investment banking businesses. The M&A 
pipelines, for example, are about as robust as we've seen in a very long time. So -- in total, I think that's a great diversified asset base that we have, 
and you can kind of see how those trends might move over time. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

And maybe if I can ask the same question again, is that similar across Canada and the U.S.? Or are there any differences there? 
AY 26, 2021 / 12:00PM, BMO.TO - Q2 2021 Bank of Montreal Earnings Call 

Darryl White - Bank of Montreal - CEO 

Very similar, except for us, those businesses are a little different for us, Canada versus U.S. Capital Markets, we're about equally sized, Canada 
versus U.S. Wealth Management pro forma, the restructurings that we've done is much more of a Canadian business, so I can't give you the 
juxtaposition of Canada, U.S. I will say to you over time, we think in traditional wealth management and digital wealth management, we would like 
to grow further in the U.S. But today, it's become a business that's more centric on Canada with some growth aspirations in the U.S. 

But all the way back to your question on Capital Markets, every trend that I just described to you would be very similar on each side of the border. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Great. That's helpful colour. Let's move on to expenses and efficiency. Is that going to be part of your focus going forward? Or have you already 
reached your targets? And maybe add to that, what role does digitization play in how you think about efficiency? 
 

Darryl White - Bank of Montreal - CEO 

So excellent question, -- will it play a role going forward? And have we reached our targets? Yes and yes. A couple of years ago, we had an Investor 
Day where we announced a destination on our efficiency ratio, which was the first time that we actually declared some guidance or a target as it 
were. And then we said we would be at 58% on our efficiency ratio by fiscal 2021. We achieved it effectively a year ahead of time. We were there 
in the last 2 quarters of fiscal 2020. We now think about 55% or lower as a destination. We're sitting a little above 56% today. So we've been pretty 
transparent in our commitments, and we've met those commitments. 

And we think we've got more to do based on some programs that are in flight. And those do include the digitization. I'd say not a lot of the benefit 
that I've just described to you, so far, has been the digitization program. Today, I would expect a lot of the remaining benefits to be there. I said 
earlier that we don't really think about digital as a product or a channel, it's going to permeate everything that we've done. We've had a little bit of 
catch-up to play there, including our announcement with our friends at Amazon and AWS for our cloud transformation. So I do have a lot more 
arrows in the quiver as we go forward on the efficiency ratio. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Got it. And then that's including maybe some increase that you might see on the travel and entertainment costs as things start to open up? 
 

Darryl White - Bank of Montreal - CEO 

Well, the reason I'm laughing is because I hope so, to some extent. But I do think there, we'll see some moderation relative -- if you just do point-
to-point to 2019, I think we'll be lower than we were in 2019 because we have figured out all these efficiencies that we've got. But certainly, our 
frontline businesses, our salespeople in Commercial and Capital Markets, in Wealth, there's a pretty serious amount of pent-up demand to get out 
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 and be on the road and be with our clients, and that's what we're going to do. And there will be some other things that we've reduced travel and 
entertainment expenses where we'll be able to keep a lid on it going forward as well. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Great. I do want to get to credit quality because that's another debate here in the U.S., but I do have a question that's come online. Can you discuss 
the interest rate profile of the bank? Are you positioning for asset sensitivity in this kind of an environment? 
 

Darryl White - Bank of Montreal - CEO 

Are we positioning for asset sensitivity? I guess we're always positioning for asset sensitivity. But when we look out -- we review this on a weekly 
basis, as everybody does, and we think we're fairly well positioned right now. We've disclosed in our investor deck, for people who want to go and 
look at it, what our interest rate sensitivities are, so that you can see them in both Canada and U.S., you can see them on parallel shifts as well. I 
gave you my outlook earlier on NIMs. So if you put all that together, I think you get a pretty good answer to your question. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Got it. On the credit side, credit for BMO has been pretty strong. Do you think we've seen peak loan losses already? And also maybe on the reserving 
side -- I know reserving is a little bit different in Canada versus the U.S. But can you talk about your outlook for reserve releases from here? 
 

Darryl White - Bank of Montreal - CEO 

Sure. So I do think that the tide has gone out on credit, so I do think we have seen the peak. The risk to that comment, of course, is that everything 
that goes on around the world affects all of us in some way, shape or form. So if we get some kind of violent setback on the virus and therefore, 
either supply chains or even worse, the reversal of the reopening trend that we're seeing here, that could change my answer. But based on everything 
we see now as well as our models, yes, we do believe that we've seen the peak of credits. We have begun, I would say slowly and conservatively, if 
you look at us in the last couple of quarters to release some of the reserves. And absent the tide going the other way, as I say, I think you should 
expect that to continue. 

The trend isn't really different for your investors who are comparing U.S. banks to Canadian banks. By and large, it's the same. There's a little bit of 
a difference in accounting treatment between CECL and IFRS. The Canadian banks are on IFRS. I would think about it this way. CECL, of course, 
asks you to look at the lifetime of all of your exposures over time. There's a little bit of a subtlety in IFRS that says we're going to take a staged 
approach, which is we're going to look at impaired likelihood as stage 1. And then if it gets seriously likely, we move it into the lifetime bucket. The 
difference tends to be that CECL will produce a higher outcome and IFRS will produce a lower outcome, a slightly lower outcome in some cases, 
depending on your mix and your asset class, but more volatility. 

In any event, I think the theme that you've seen from U.S. banks that your investors are following this right now will be very similar to Canada. 
You've seen the peak. You're starting to see the releases. And again, absent a reversal in the tide, I do expect that to be the case for Canadian banks, 
and I can tell you, I expect it to be the case for us. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Great. Let's move on to maybe fintech and disruption. What are you seeing in terms of disruption in the digital banking space as new players such 
as neobanks and fintechs coming into the picture? And will there be major threats for you and other Canadian banks? Or will the competition just 
force banks to adapt and innovate? 
 

Darryl White - Bank of Montreal - CEO 

Yes, all of the above. I mean -- I think anybody who's not worried about this isn't doing their job. I mean we're not immune. I don't think anybody 
in the world is immune. So we work hard on this question. We think about it in different categories, Manan. We think about competing in some 
cases. We think about participating in others. In some cases, those very fintechs are clients of ours, just like they are clients of yours. And in many 
cases, we think about partnering. 

So I think this is a really important question, you have to pick your spots. Some of our businesses, I think you'll see more and more threats for us 
and everybody else in the payments ecosystem than you might in some of the advisory practices. But in any event, it's a pervasive theme that we're 
laser-focused on. We pick our spots depending on the line of business and the geography, but it's not much different. And I don't expect it will be 
much different in Canada versus what you experienced in the U.S. 
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 Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Got it. Great. We're almost out of time. So maybe to wrap up, what is the biggest misconception that investors might have about BMO? Put another 
way, what's sort of the biggest strength that investors here in the U.S. should be focused on? 
 

Darryl White - Bank of Montreal - CEO 

A year ago, I would have said to you that there was a myth -- in fact, I did publicly say that there was a myth that because of our wholesale -- we're 
a little overweight wholesale relative to our peers. We think that's a great advantage over time. And because of that mix, we were, therefore, exposed 
to greater loan losses in a shock. Well, we've had our shock, and we've actually proven that even in that environment, we've managed our credit 
better than our peers on average. So that would have been a real misconception that I think we've been in a position now to say it's asked and 
answered. 

If you allow me to slip in a second one before you close off, I think it would just be full -- if I could call it this, the full appreciation of our U.S. 
business and what it brings to our overall franchise. Most people are frankly surprised when I tell them that it's a $275 billion bank that delivers 
40% of our total profits, and it's got a high ROE, above 15%. And it's got an efficiency ratio of 55%. And we love the business, and we're going to 
continue to invest in that business. And that's a misconception that we're straightening out a little bit here as well. 
 

Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst 

Okay. Great. With that, we're out of time. Darryl, thank you so much for joining us. 
 

Darryl White - Bank of Montreal - CEO 

Thank you for having us. 
 


	Darryl White  CEO – Bank of Montreal
	Manan Gosalia
	Equity Analyst – Morgan Stanley, Research Division
	Manan Gosalia - Morgan Stanley, Research Division - Equity Analyst

