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Tax Tailwind Coming  
to an End
Industry Rating:	 Market Perform

Although Canadian Banks Should Enjoy a Widening  
Relative Tax Advantage to Their Global Peers

Highlights

•	 There is a major federal budget coming up on March 4, 2010, in which the Federal Government should show how they 
are going to materially reduce the $50 billion plus fiscal deficit they are running. As the largest corporate cash tax payers 
in the country, Canada’s large banks may be perceived as easy targets.

•	 Our conclusion is that Canadian banks may be adversely impacted by a delay or adjustment to the planned reduction 
in the statutory federal corporate rate from 19.0% in 2009 to 15.0% in 2013. The province of Ontario may also delay 
or adjust its planned reduction in corporate rates from 14% to 10%.

•	 Canadian banks have been major beneficiaries of a decade-long decline in corporate income tax rates and non-income 
tax levies. Over the last decade, lower taxation has increased the Canadian bank after-tax return on equity (ROE) by 
about 2¼% (on a base near 15%) and annual EPS growth to 7% from 5%.

•	 We do not expect a return to higher corporate tax rates in Canada, or any new bank taxes, but we do expect this tax 
tailwind for bank earnings to dissipate. In other jurisdictions, tax rates and other fees or levies appear to be on the rise, 
particularly in the bank sector. Accordingly, Canadian banks should remain relative winners with respect to taxes.
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Introduction

Governments in other countries are threatening to increase the taxation of banks in 
their jurisdictions as payback for the recent pain they have inflicted on taxpayers and to 
create a fund to cover future bailouts. There has been no taxpayer financed bailout of 
banks in Canada and therefore one would think no reason for governments to go after 
Canadian banks (the Minister of Finance recently stated that the banks face no new 
taxes). However, there is a major federal budget coming up on March 4, 2010, and the 
Federal Government must show how they are going to materially reduce the $50 billion 
plus fiscal deficit they are running. As the largest corporate cash tax payers in the country, 
Canada’s large banks may be perceived as easy targets. A review of our thoughts on this 
subject might be useful.

Banks Have Benefitted From Tax Tailwind 

With the objective of improving productivity and being globally competitive, Canada has 
been reducing the taxation of corporate profits. Canada is moving from a high tax to a 
relatively low tax jurisdiction. The combined federal/provincial corporate tax rate in 2000 
was 42.3%. We estimate the rate in 2009 was 31.6% and will be 30.4% in 2010. 

Pertinent Canadian bank tax facts are included in Table 1. From the data provided in 
Table 1, we believe that there are two important items to note. First, reported tax rates are 
lower than statutory tax rates as banks earn tax exempt income (mainly eligible dividends 
from Canadian corporations) and income from lower tax jurisdictions. While some banks 
operate in lower tax jurisdictions, financial institutions often engage in capital arbitrage 
to allocate a disproportionate amount of capital to lower tax jurisdictions and hence 
lower effective tax rates. We expect regulators and governments will set limits on this type 
of capital arbitrage. Governments around the world are looking at the unconsolidated 
activities of banks in their countries with the desire that banks hold more capital in those 
jurisdictions where the risks are being taken as additional protection in the event of failure. 
Currently, we estimate the use of lower tax jurisdictions lowers the Canadian bank tax 
rate by about 5% (2010E) and increases after-tax earnings by about 6% (2010E). While 
we do not know how regulators and governments will attempt to curtail this activity, we 
believe some of this benefit to Canadian bank shareholders will disappear over the next 
several years (often referred to as the solo capital rules in Basel discussions).

Second, banks pay two types of taxes: income taxes and non-income taxes (includes 
capital taxes, payroll taxes, GST, business & property taxes). The total tax burden, which 
includes income taxes and non-income taxes, has grown at a compound annual rate of 
2% over the last five and ten years. This total tax burden has fallen from roughly 42% of 
pre-tax earnings in 2000 to an estimated 30% in 2010. Other countries are imposing mate-
rial special non-income taxes on their banks (i.e., U.K. tax on excess employee bonuses, 
materially higher deposit insurance premiums, Obama tax on uninsured bank liabilities, 
etc.). We do not believe these types of taxes will be imposed in Canada, which would also 
improve the relative competitive position of Canada and its banks.
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Table 1: Canadian Bank Tax Facts (Big 6 Banks - $Cdn million)

Compound Growth rate 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010E
Last 10 
Years Last 5 Years

Pre-Tax Earnings $17,095 $15,937 $12,126 $18,427 $21,520 $20,405 $27,213 $26,716 $15,475 $21,452 $28,800 5.4% 7.1%
Less: Non-Income (Hidden) Taxes(1) $2,485 $2,794 $2,912 $2,994 $2,980 $3,090 $3,010 $2,870 $2,897 $3,100 $3,200 2.6% 0.7%

Pre Income Tax Earnings (A) $14,610 $13,143 $9,214 $15,433 $18,540 $17,315 $24,203 $23,846 $12,578 $18,352 $25,600 5.8% 8.1%
Less Impact of: 

Tax Exempt Income (2) $1,168 $1,178 $1,370 $2,133 $2,135 $2,412 $2,761 $4,273 $4,180 $3,456 $3,300
Income Earned in Lower Tax Jurisdictions $3,162 $4,079 $3,293 $3,557 $2,587 $3,580 $5,644 $7,044 $6,014 $4,762 $4,000
Other (3) ($634) $752 ($195) ($627) ($346) ($2,410) $2,064 $722 $919 ($2,017) $0
Total $3,696 $6,009 $4,468 $5,063 $4,376 $3,582 $10,469 $12,039 $11,113 $6,201 $7,300

Taxable Income (B) $10,914 $7,134 $4,746 $10,370 $14,164 $13,733 $13,734 $11,807 $1,465 $12,151 $18,300 5.3% 5.9%
Reported Tax Provision (C) $4,620 $2,923 $1,816 $3,770 $4,961 $4,778 $4,783 $4,100 $475 $3,835 $5,560
After Tax Net Income $9,990 $10,220 $7,398 $11,663 $13,579 $12,537 $19,420 $19,746 $12,103 $14,517 $20,040 7.2% 9.8%

Reported Tax Rate (C as a % of A) 31.6% 22.2% 19.7% 24.4% 26.8% 27.6% 19.8% 17.2% 3.8% 20.9% 21.7%
Statutory Tax Rate (C as a % of B) 42.3% 41.0% 38.3% 36.4% 35.0% 34.8% 34.8% 34.7% 32.4% 31.6% 30.4%

Use of Lower Tax Jurisdictions Impact $1,338 $1,672 $1,261 $1,295 $905 $1,246 $1,964 $2,444 $1,961 $1,505 $1,216
On Tax Rate -9.2% -12.7% -13.7% -8.4% -4.9% -7.2% -8.1% -10.2% -15.6% -8.2% -4.8%
On Net Income 13.4% 16.4% 17.0% 11.1% 6.7% 9.9% 10.1% 12.4% 16.2% 10.4% 6.1%

Total Tax Burden(4) 7,105     5,717      4,728      6,764      7,941      7,868      7,793      6,970      3,372      6,935      8,760      2.1% 2.2%
Total Tax Burden (%) 41.6% 35.9% 39.0% 36.7% 36.9% 38.6% 28.6% 26.1% 21.8% 32.3% 30.4%

Other Income Taxes Booked Directly to Equity (5) ($408) ($1,812) $333 $3,661 $1,647 $305 $806 $3,417 ($7,314) $5,152 $1,000

Notes:	
(1)	 Includes capital taxes, payroll taxes, GST, business & property taxes and deposit insurance premiums up until 2007.
(2)	Mainly eligible dividends from Canadian corporations which are tax free.
(3)	Mainly tax impact of special charges, goodwill impairment, tax recoveries etc.
(4)	 Total Tax Burden = reported tax provision + Other Non-Income (Hidden) Taxes
(5)	mainly income tax charges/recoveries booked directly in shareholders equity via accumulated other comprehensive income (loss).
Note: On a taxable equivalent basis, the reported tax rate has declined from 37.3% to 25.5% from fiscal 2000 to fiscal 2009.	
Source: BMO Capital Markets, CBA
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Conclusion

Canadian banks have been major beneficiaries of a reduction in their tax burden. Over 
the last decade, lower income taxation has increased the Canadian bank after-tax return 
on equity (ROE) by about 2¼ % (on a base near 15%) and annual EPS growth to 7% 
from 5%. We do not expect a return to higher corporate tax rates in Canada but we do 
unfortunately expect this tailwind for bank earnings will dissipate at least over the next 
several years.

Canadian statutory corporate tax rates (federal and provincial) are currently scheduled 
to decline to the 25–26% level by 2013. However, we believe that the scheduled tax re-
ductions in the upcoming Federal Budget in March will either be delayed or moderated. 
Moreover, we would not be surprised if  planned Ontario corporate tax rate reductions 
from 14% in 2009 to 10% in 2013 were altered. Nonetheless, current corporate income 
tax rates are more attractive in Canada than the U.S., which is at 35%, and we believe 
that most developed countries are likely to raise levies and taxes on banks. Accordingly, 
Canadian banks should remain relative winners with respect to taxes.

In summary, looking forward, instead of a continuing reduction in Canadian bank tax 
rates, we believe investors should assume that Canadian bank tax rates will stay flat (at 
the 2010 level). This outcome should be better than the situation banks in other countries 
face. 

For individual banks, changes in statutory tax rates and hidden taxes have a relatively 
uniform impact across the group. Major differences within the bank group often revolve 
around tax benefits of generating income in low tax jurisdictions (see Table 2). Over the 
last couple of years, TD and BMO have generated the greatest benefit from earnings in 
relatively low tax jurisdictions while National and RY have benefitted the least. While dif-
ficult to predict, we would not be surprised if  government and regulatory action reduced 
the tax benefits from foreign subsidiaries by 25–30% over the next five years. 
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Table 2: Effective Tax Rate 
Movement Analysis

2009 BMO BNS CM NA RY TD
Canadian statutory tax rate 31.6% 31.6% 31.8% 32.0% 31.4% 31.8%
Impact of:
    Tax rate applicable to foreign subsidiaries (10.2%) (6.8%) (7.3%) (3.9%) (6.5%) (14.1%)
    Tax exempt income (7.7%) (3.5%) (2.0%) (7.8%) (5.4%) (10.5%)
    Tax rate change 0.2% 2.5%
    Intangible assets / Impairment 5.7%
    Other (3.4%) (0.2%) 3.7% 1.4% 3.2% 0.4%
Reported tax rate 10.5% 23.6% 26.2% 21.7% 28.4% 7.6%

2008 BMO BNS CM NA RY TD
Canadian statutory tax rate 32.7% 32.6% 32.7% 32.5% 32.5% 32.7%
Impact of:
    Tax rate applicable to foreign subsidiaries (16.0%) (9.4%) 7.3% (7.0%) (7.5%) (11.1%)
    Tax exempt income (9.9%) (7.0%) 3.0% (10.2%) (5.4%) (8.4%)
    Tax rate change 0.2% 1.5% 0.8%
    Other (10.6%) (0.2%) 9.1% 5.6% 2.4% 0.1%
Reported tax rate (3.6%) 17.5% 52.1% 20.9% 22.8% 13.3%

2007 BMO BNS CM NA RY TD
Canadian statutory tax rate 35.0% 34.7% 34.8% 33.5% 34.6% 34.9%
Impact of:
    Tax rate applicable to foreign subsidiaries (17.9%) (8.9%) (10.4%) (11.5%) (10.4%) (7.2%)
    Tax exempt income (4.9%) (6.0%) (5.1%) (12.5%) (3.9%) (9.1%)
    Tax rate change 0.1% 0.8% 0.4% 0.3%
    Other (4.4%) (0.3%) (5.7%) 2.0% (0.9%) (0.6%)
Reported tax rate 7.9% 20.3% 13.6% 11.5% 19.8% 18.3%

2006 BMO BNS CM NA RY TD
Canadian statutory tax rate 34.9% 34.9% 34.8% 33.5% 34.7% 35.0%
Impact of:
    Tax rate applicable to foreign subsidiaries (7.8%) (10.3%) (8.1%) (4.2%) (9.6%) (4.5%)
    Tax exempt income (2.6%) (4.8%) (4.5%) (6.7%) (3.0%) (4.2%)
    Tax rate change (0.1%) 0.1% 0.2% 0.2%
    Other (3.7%) (0.7%) (2.9%) 0.9% 0.3% (10.7%)
Reported tax rate 20.7% 19.2% 19.3% 23.5% 22.6% 15.8%

Source: Company reports

Other Regulatory Capital and Tax Research Links

“A Long-Term Perspective on Bank Returns and Valuation” released on January 8, 
2010

“The Heavy Hand of BIS” released on December 18, 2009

“Regulatory Changes: Broader than Capital Ratios” released on December 10, 2009

“Carney Speech Highlights Higher Capital Requirements” released on October 26, 
2009

“New Capital Rules on Trading Books May Not Be Inconsequential” released October 
19, 2009

“Regulatory Changes: Not Just a Bank Story” released on October 23, 2009

http://research-ca.bmocapitalmarkets.com/documents/662BD97D-E043-47DE-A57B-EBBEEFACAF35.PDF
http://research-ca.bmocapitalmarkets.com/documents/1A01E656-9700-44CD-BD5D-39E3CDD3087B.PDF
http://research-ca.bmocapitalmarkets.com/documents/4523DC5F-6A19-4CCA-A02C-5CC26279498E.PDF
http://research-ca.bmocapitalmarkets.com/documents/2C8A8BF0-3279-4DC7-82BE-0CFAAB5F6AEB.PDF
http://research-ca.bmocapitalmarkets.com/documents/5CB1E12B-A02A-4E0B-B91A-D18104CB1568.PDF
http://research-ca.bmocapitalmarkets.com/documents/FEE28E6C-82DC-4622-AC3A-8D37CD2FB77E.PDF
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Table 3: Canadian Banks - Comparable Statistics

ROR Price % Price GAAP EPS* CASH EPS* Cash
Stock Target Target Price Change Target Current Current ROE Indicated Mkt Cap

Symbol 1-Year 1-Year Rating 28-Jan-10 L12-mths 2009 2010E 2011E 2009 2010E 2011E 2010E 2010E BVPS TBVPS P/B P/TBV 2010E Dividend Yield ($bil)

S&P/TSX Bank Index 18% 1,994 Market Perform 1,756 54% 105.2 142.2 166.1 118.3 148.3 172.0 11.8x 13.4x 901.2 636.8 195% 276% 15.9% 74.5 4.2% $242.4
Royal Bank RY 20% $62.00 Market Perform $53.48 69% $2.57 $3.92 $4.63 $3.40 $4.05 $4.75 13.2x 15.3x $22.67 $15.55 236% 344% 16.9% $2.00 3.7% $75.8
CIBC CM 17% $72.00 Market Perform $64.60 33% $2.64 $5.53 $6.47 $2.50 $5.60 $6.55 11.5x 12.9x $28.96 $22.47 223% 287% 18.8% $3.48 5.4% $24.8
Bank of Montreal BMO 15% $58.00 Market Perform $52.85 57% $3.07 $4.18 $4.93 $3.14 $4.25 $5.00 12.4x 13.6x $31.95 $27.95 165% 189% 13.6% $2.80 5.3% $29.2
Scotiabank BNS 14% $50.00 Market Perform $45.69 47% $3.31 $3.53 $4.03 $3.37 $3.60 $4.10 12.7x 13.9x $20.55 $17.74 222% 258% 17.3% $1.96 4.3% $46.8
TD Bank TD 21% $74.00 Outperform $63.30 49% $3.61 $4.69 $5.55 $4.19 $5.25 $6.10 12.1x 14.1x $41.13 $20.72 154% 305% 13.3% $2.44 3.9% $54.4
National Bank NA 16% $64.00 Market Perform $57.37 57% $5.00 $5.40 $5.90 $5.00 $5.40 $5.90 10.6x 11.9x $33.43 $26.45 172% 217% 16.3% $2.48 4.3% $9.2
Laurentian Bank LB 16% $43.00 Market Perform $38.38 25% $4.23 $4.30 $4.85 $4.23 $4.30 $4.85 8.9x 10.0x $40.21 $33.62 95% 114% 10.7% $1.44 3.8% $0.9
Canadian Western CWB 24% $25.00 Outperform $20.50 75% $1.47 $1.65 $1.90 $1.47 $1.65 $1.90 12.4x 15.2x $12.16 $11.91 169% 172% 13.9% $0.44 2.1% $1.3

S&P/TSX Composite 11% 12,250 - 11,274 27% 595 720 800 15.7x 17.0x 6,030 187% 9.5% 315 2.8%
S&P/TSX Bank Index does not include Home Capital in index per share data.

* Unusual items (as defined by ourselves) included in EPS and cash EPS detailed above are; RY – various structured credit losses amounting to $0.65 and other items totalling $0.01 in 2008; market related losses of $0.89, securitization gains of $0.13 and 

restructuring charge of $0.03 in 2009. Cash earnings exclude impact of unusual $1 bn ($0.71 per share) goodwill writedown in 2009.

CIBC – structured credit and monoline write-downs of $13.94 and other items amounting to $0.25 in 2008 and CLO and structured credit charges, various mark to market losses and write-downs and general provisions of $3.04 in 2009. 

BMO - structured credit and market-related net charges of $0.83 and various items netting to a recovery of $0.27 in 2008 and structured credit-related and ABCP charges of $0.84 and $0.15 of severence in 2009.

BNS – structured credit, monoline and market-related writedowns of $0.82 in 2008 and AFS and CDO write-downs and securities gains of $0.17 in 2009.

TD – mark to market gain on CDS of $0.06 and other charges amounting to $0.26 in 2008 and mark to market of CDS and derivatives gains, restructuring charges at TD Commerce and litigation charges of $1.06 in 2009.

NA – ABCP-related charges of $0.67, gain on sale of subsidiaries of $0.48 in 2008 ABCP-related charges of $1.29 in 2009.
LB – a tax items totalling $0.14, a gain on MXX shares of $0.45 and a BCL gain of $0.18 in 2008 and $0.48 in 2009;  CWB – tax charges of $0.01 in 2008 and stock based compensation expense of $0.03 in 2009.
Excluding these items, Cash EPS are: RY - $4.29 in 2008 and $4.19 in 2009; CIBC - $7.19 in 2008 and $5.54 in 2009; BMO - $4.39 in 2008 and $4.13 in 2009; BNS - $3.91 in 2008 and $3.58 in 2009; TD - $5.75 in 2008 and $5.25 in 2009; 

NA – $5.85 in 2008 and $6.29 in 2009; LB - $3.90 in 2008 and $3.75 in 2009; CWB - $1.59 in 2008 and $1.50 in 2009.
Cash earnings are GAAP EPS adjusted for the after-tax impact of amortization of intangibles. Cash ROE is based on common equity, not tangible common equity. S&P/TSX Composite EPS are accrual operating

        ONE-YEAR PRICE TARGETS ASSUME:   COMPARATIVE VALUATION
4.50% 10+year Canada yield one year out current: 3.88% Top 6 Top 4 Top 12 Top 4 Top 4 
Current relative yield vs 10+ Bonds: 109.4% Cdn. Cdn. U.S. U.K. Aust.
2.50% ave. prime rate (in 2010) - current rate  2.25% Banks Insurers Banks1 Banks2 Banks2

0% dividend growth - last 12 months 0% P/Cash EPS (2010E)2 11.8x 11.3x 9.6x 13.7x 14.3x
Dividend yield of 4.0% or 90% of the long bond rate target  Yield 4.2% 7.3% 0.7% 2.4% 4.8%
Est. share buybacks in 2009 and 2010 of $0 (down from $2.8 bn in 2007) Price/Book 195% 149% 109% 137% 215%
New stock supply:  In 2009, RY - $2.3 bil, TD - $1.4 bil, BMO - $1.1 bil, Price Change '10 YTD -5.4% 0.5% 9.7% -6.0% -1.8%
BNS - $0.5 bil.
Est. dividend reinvestment flow (DRIP): 2009 - $1.8b, 2010 - $3.0b 10-Yr Gov't Bonds 3.17 3.17 3.30 3.39 5.32
 2010 estimated relative P/E: 79%  1 Source: First Call; YTD return based on Philadelphia KBW 24 Bank Index; 

 P/BK value ratio of : 200% Includes 2 largest investment banks and excludes processing banks.
 2 U.K. and Australian banks reflect accrual earnings and IBES estimates.

Source: Company Reports, Bloomberg, Fame, BMO CM estimates

P/Cash EPS

BMO - Securities legislation in certain Canadian provinces prohibits registrants from recommending, or cooperating with any other person in recommending, in any circular, pamphlet or similar publication that is distributed with reasonable regularity in the ordinary course of its business, that 
securities of the registrant or a related issuer, or in the case of a distribution, that securities of a connected issuer, be purchased, sold or held unless such publication contains a statement of the relationship or connection between the registrant and the issuer. BMO Nesbitt Burns Inc. and BMO 
Nesbitt Burns Ltee./Ltd. are subsidiaries of BMO Nesbitt Burns Corporation Limited. Bank of Montreal, through a subsidiary, owns all of the voting and participating securities of BMO Nesbitt Burns Corporation Limited. Accordingly, Bank of Montreal is a related and connected issuer of BMO 
Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd. TO U.S. RESIDENTS: This publication, to the extent it refers to Bank of Montreal securities, has not been approved or distributed by BMO Capital Markets Corp. or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc. and 
BMO Nesbitt Burns Ltee./Ltd. It is intended for distribution in the U.S. by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd only to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6 under the Securities Exchange Act of 1934, as amended). BMO Financial Group. (“BMO”) 
has announced an agreement to purchase AIG Life Insurance Company of Canada. BMO follows information control procedures which prevent its research analysts who are issuing research from having access to non-public information received by BMO’s investment banking personnel in 
connection with the AIG Life Insurance Company of Canada transaction. Accordingly, it is possible that individual employees at BMO may have material non-public information or opinions which are not included in, and may not be consistent with, the information and advice in this research 
report.

Please see our website (http:/equityresearch.bmogc.net/company_disclosure.asp) for complete BMO disclosure text.
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I, John Reucassel, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of  my compensation was, is, or will be, directly or indirectly, related to the specific rec-
ommendations or views expressed in this report.

I, Hugh Brown, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of  my compensation was, is, or will be, directly or indirectly, related to the specific rec-
ommendations or views expressed in this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets 
and their affiliates, which includes the overall profitability of investment banking services.  Compensation for research is based on ef-
fectiveness in generating new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings 
estimates, and service to clients.

Company Specific Disclosures

For Important Disclosures on the stocks discussed in this report, please go to http://research-ca.bmocapitalmarkets.com/Company_Dis-
closure_Public.asp 

Distribution of Ratings (Dec. 31, 2009)

Rating 
Category

BMO Rating
BMOCM US 

Universe*
BMOCM US IB 

Clients**
BMOCM US IB 

Clients***
BMOCM 

Universe****
BMOCM IB 
Clients*****

First Call 
Universe

Buy Outperform 32.2% 12.3% 38.3% 36.1% 47.9% 50%

Hold Market Perform 62.6% 10.2% 61.7% 56.9% 48.9% 43%

Sell Underperform 5.3% 0.0% 0.0% 6.9% 3.2% 7%

*	 Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.

**	 Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for 
Investment Banking services as percentage within ratings category.

***	 Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for 
Investment Banking services as percentage of Investment Banking clients.

****	 Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.

*****	 Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment 
Banking services as percentage of Investment Banking clients.

Ratings and Sector Key

We use the following ratings system definitions: 	
OP = Outperform - Forecast to outperform the market; 	
Mkt = Market Perform - Forecast to perform roughly in line with the market; 	
Und = Underperform - Forecast to underperform the market; 	
(S) = speculative investment; 	
NR = No rating at this time; 	
R = Restricted – Dissemination of research is currently restricted. 

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as ap-
propriate for each company.  BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives 
(Canadian large, small, growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures 

For Important Disclosures on the stocks discussed in this report, please go to http://research-ca.bmocm.com/Company_Disclo-
sure_Public.asp or http://research-us.bmocm.com/company_Disclosure_Public.asp or write to Editorial Department, BMO Capital 
Markets, 3 Times Square, New York, NY  10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, 
Ontario, M5X 1H3.

http://research-ca.bmocapitalmarkets.com/Company_Disclosure_Public.asp
http://research-ca.bmocapitalmarkets.com/Company_Disclosure_Public.asp
http://research-ca.bmocm.com/Company_Disclosure_Public.asp
http://research-ca.bmocm.com/Company_Disclosure_Public.asp
http://research-us.bmocm.com/company_Disclosure_Public.asp
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Prior BMO Capital Markets Ratings Systems

http://research-us.bmocapitalmarkets.com/documents/2009/prior_rating_systems.pdf

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com/research/.  Institutional clients may also receive 
our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com.  
All of our research is made widely available at the same time to all BMO Capital Markets client groups entitled to our research. Ad-
ditional dissemination may occur via email or regular mail.  Please contact your investment advisor or institutional salesperson for 
more information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy 
for managing conflicts of interest in connection with investment research which is available at http://research-ca.bmocapitalmarkets.
com/Conflict_Statement_Public.asp or http://research-us.bmocapitalmarkets.com/Conflict_Statement_Public.asp.
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“BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of 
Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.  BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are 
affiliates. Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections contained in this report are those 
of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions 
that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising 
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that 
is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, 
and because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any 
investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. 
BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal 
basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position in many of the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that 
BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or 
not to buy or sell securities of issuers discussed herein.

Additional Matters

To Canadian Residents:  BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish 
this report to Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian 
person wishing to effect transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. 
and/or BMO Nesbitt Burns Ltee/Ltd. 

To U.S. Residents:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report 
to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  
Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/
or BMO Nesbitt Burns Securities Ltd.  

To U.K. Residents:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by 
the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) 
persons who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) 
of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are not intended for the use of and may 
not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and 
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are 
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets. 
BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc, 
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST 
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and 
member of FINRA), and BMO Nesbitt Burns Ltée/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia.  “Nesbitt Burns” is a 
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. “BMO Capital Markets” is a trademark of Bank of Montreal, used under license. 
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license. 

®  Registered trademark of Bank of Montreal in the United States, Canada and elsewhere. 
TM Trademark Bank of Montreal 
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