
 

News 
Release 

 
CIBC ANNOUNCES SECOND QUARTER 2009 RESULTS  

 
Toronto, ON – May 28, 2009 – CIBC (CM: TSX; NYSE) announced a net loss of $51 
million for the second quarter ended April 30, 2009, compared with a net loss of 
$1.1 billion for the same period last year.  Diluted loss per share was $0.24, 
compared with a diluted loss per share of $3.00 a year ago. Cash diluted loss per 
share was $0.211, compared with a cash diluted loss per share of $2.981 a year 
ago.  

 
CIBC’s Tier 1 and Total capital ratios at April 30, 2009 remain strong, at 11.5% 

and 15.9%, respectively. During the quarter, CIBC strengthened its capital position 
with the issuance of $525 million of preferred shares and $1.6 billion of Tier 1 Notes 
through CIBC Capital Trust.   

 
“Our core businesses performed well this quarter.  Retail Markets continued to 

deliver solid results against a backdrop of a challenging market environment and 
Wholesale Banking generated good revenue momentum while making further 
progress in the area of risk and maintaining discipline around expenses,” says 
Gerald T. McCaughey, President and Chief Executive Officer of CIBC. “We also 
continued to focus on balance sheet strength as evidenced by our Tier 1 capital 
ratio which is amongst the strongest of any bank in North America.” 

 
“Losses in structured credit did impact our results but the bulk of these losses 

occurred early in the quarter before market conditions improved,” adds McCaughey.  
“The rate of deterioration in the broader economy appeared to slow and liquidity 
levels recovered during the quarter -- both of which are encouraging signs as we 
head into the last half of the year.”  
 

Results for the second quarter of 2009 were affected by the following items of 
note aggregating to a negative impact of $1.65 per share: 

• $475 million ($324 million after-tax, or $0.85 per share) loss on structured 
credit run-off activities, driven primarily by a deterioration in the credit quality 
of financial guarantors, particularly early in the second quarter, as well as 
mark-to-market (MTM) losses on certain underlying positions within the 
structured credit run-off portfolios hedged by financial guarantors. These 
factors were mitigated by a decline in the fair value of the limited recourse 
note payable to a third party and MTM gains, net of credit valuation 
adjustments, on purchased credit derivatives that are unmatched or hedging 
Held-To-Maturity (HTM) securities; 

• $168 million ($115 million after-tax, or $0.30 per share) negative impact of 
narrowing credit spreads on the MTM of credit derivatives in CIBC’s corporate 



loan hedging programs. These MTM losses reversed previous gains and were 
incurred later in the second quarter as market conditions improved; 

• $159 million foreign exchange gain ($3 million after-tax, or $0.01 per share) 
on repatriation activities; 

• $100 million of valuation charges ($65 million after-tax, or $0.17 per share) 
related to certain trading and available for sale positions in exited and other 
run-off businesses; 

• $65 million ($44 million after-tax, or $0.11 per share) provision for credit 
losses in the general allowance; 

• $57 million ($0.15 per share) write off of future tax assets mainly due to lower 
future statutory tax rates;  

• $49 million ($29 million after-tax, or $0.08 per share) of net losses/write-
downs on CIBC’s legacy merchant banking portfolio. 

 
The net loss of $51 million for the second quarter of 2009 compared to net 

income of $147 million for the prior quarter.   Diluted loss per share and cash 
diluted loss per share of $0.24 and $0.211, respectively, for the second quarter of 
2009 compared to diluted earnings per share and cash diluted earnings per share of 
$0.29 and $0.311, respectively, for the prior quarter, which included items of note 
that aggregated to a negative impact on results of $1.36 per share. 

  
Update on business priorities 
 
Capital strength 
CIBC continues to emphasize capital strength as a key area of focus. 

 
CIBC’s Tier 1 capital ratio of 11.5%, which is among the highest of major 

commercial banks in North America, is well above CIBC’s target of 8.5% and the 
regulatory minimum of 7.0%. CIBC’s capital strength positions CIBC for market 
conditions that remain uncertain while CIBC continues to invest in its core 
businesses for future growth. 
 
Business strength 
CIBC Retail Markets reported net income of $390 million.  Retail Markets’ results 
in the second quarter reflect its focus on balancing growth with expense and risk 
discipline in the current environment. 

 
Revenue of $2.3 billion was comparable to the second quarter of 2008. Volume 

growth and higher revenue from FirstCaribbean International Bank (FirstCaribbean) 
were offset by spread compression and the impact of weaker equity markets. 
Revenue in the second quarter of 2008 included a $22 million loss related to the 
Visa initial public offering. 

 
Expenses decreased to $1,304 million from $1,380 million a year ago. The 

improvement was primarily due to lower performance-related compensation, offset 
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in part by the negative impact of a weaker Canadian dollar on the translated U.S. 
dollar expenses of FirstCaribbean.  

Loan losses were $403 million, up from $209 million a year ago, and included 
$90 million of higher allowances for future losses.  In addition, the loan losses 
reflected increased provisions in the cards portfolio driven by higher delinquencies 
and bankruptcies related to the deteriorating economic environment.  

 
During the quarter, CIBC’s retail business continued its focus on providing clients 

with greater access, flexibility and choice:  

• CIBC opened and expanded 14 branches in markets that provide long-term, 
high growth potential;  

• CIBC added Sunday banking hours to 22 branches across the country - a first 
for many of the communities – and now have a total of 37 branches offering 
Sunday banking to clients; 

• CIBC completed the replacement of almost 600  ABMs with state-of-the-art 
machines that consume less power while offering the latest technology, 
accessibility and security features; 

• Building upon the success of CIBC’s “It’s worth a talk” campaign launched last 
fall, and further emphasizing its advisory capabilities, CIBC premiered two new 
television advertisements highlighting the CIBC Financial HealthCheck and the 
CIBC Aerogold credit card. These were further supported by radio and print 
advertising, as well as direct mail campaigns in key markets. 

 

CIBC’s retail business also made progress on its strategic priority of offering 
competitive products to further client relationships: 

• CIBC led the 2009 Lipper Awards by winning four mutual fund Lipper Awards 
and seven Lipper Certificates. These awards recognize mutual funds with the 
highest risk-adjusted returns over the last year;  

• CIBC mutual funds had an industry-leading 23 4-star or 5-star funds, as rated 
by Morningstar. CIBC also had the highest percentage of funds above median, 
at 64%, for the one-year period ending March 31st; 

• CIBC introduced Registered Disability Savings Plans to help clients with 
disabilities and their families save for the future. 

 
Wholesale banking reported a net loss of $373 million for the second quarter.  

 
Revenue of $(241) million was up $127 million from the prior quarter. Lower 

structured credit losses, as well as higher revenue from capital markets and 
corporate and investment banking, more than offset MTM losses this quarter from 
corporate loan hedges (compared to gains in the prior quarter) and valuation 
charges in exited and run-off businesses.  The prior quarter also included MTM 
losses relating to interest-rate hedges for the leveraged leases portfolio that did not 
qualify for hedge accounting.     
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Expenses of $247 million were down $20 million from the prior quarter, primarily 
due to lower employee-related expenses.  

 
CIBC’s corporate loan portfolio continues to perform well despite the 

deteriorating economic environment. Loan losses were $46 million in the second 
quarter, which included a $28 million increase to the general allowance for credit 
losses. 

 
In support of its goal of being the premier client-focused wholesale bank based 

in Canada, CIBC has aligned the branding of CIBC’s wholesale business unit under 
the CIBC brand and is now referring to the business as Wholesale Banking. This 
change reflects a commitment to work effectively with all CIBC businesses and 
colleagues so wholesale banking clients have access to the full breadth of the CIBC 
business and brand. The legal entity name remains CIBC World Markets Inc.  

 
During the quarter, the Wholesale Banking franchise participated in several 

notable achievements: 

• CIBC acted as lead agent and joint book-runner in a $0.9 billion private 
placement, as well as lead manager and joint book-runner in a $1.3 billion 
public offering, of ING Group’s sale of its entire 70% stake in ING Canada;  

• CIBC is acting as a financial advisor to Suncor Energy Inc. on its proposed $59 
billion merger with Petro Canada; 

• CIBC’s covered bond program was awarded “Securitization Deal of the Year” 
by leading finance law magazine, International Finance Law Review. The 
program was recognized as the most innovative and creative of all 
securitization deals done across the Americas in 2008; 

• CIBC acted as sole underwriter in $259 million and $160 million treasury 
offerings of Class A shares for Central Fund of Canada. 

 
CIBC also made progress during the second quarter in reducing exposures within 

its structured credit run-off business: 

• CIBC terminated $2.1 billion (US$1.7 billion) of purchased credit derivatives 
with MAV I and MAV II and unwound written credit protection of a similar 
amount. As a result of the termination of the purchased credit derivatives, 
CIBC received $252 million (US$202 million) of assets previously held as 
collateral and recorded a pre-tax gain of $7 million (US$7 million); 

• CIBC terminated $396 million (US$323 million) of written credit derivatives 
with exposures to commercial mortgage-backed securities. As a result of this 
transaction, the related credit derivatives purchased from the financial 
guarantor counterparty CIBC has identified as “I” in its disclosure became 
unmatched; 

• CIBC assumed $389 million (US$326 million) of Trust Preferred securities 
(TruPs) into HTM securities on its balance sheet and unwound the related 
written credit derivatives of a similar amount, with negligible impact to our 
results; 
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• CIBC terminated $181 million (US$143 million) of written credit derivatives 
and unwound the related purchased credit derivatives of a similar amount 
from the financial guarantor counterparty previously identified as “X” in its 
disclosure, with no impact to its results; 

• Normal amortization of $119 million (US$100 million) reduced the notional 
amount of credit derivatives purchased from financial guarantors. 

 
As at April 30, 2009, the fair value, net of valuation adjustments, of purchased 
protection from financial guarantor counterparties was $2.5 billion (US$2.1 billion). 
Further significant losses could result depending on the performance of both the 
underlying assets and the financial guarantors.   
 
Productivity 
In addition to continuing to invest and position its businesses for long-term 
performance, CIBC continues to make progress in the area of expense discipline.   

 
Non-interest expenses for the second quarter were $1,639 million, down from 

$1,788 million a year ago and well below CIBC’s quarterly run-rate target of $1,776 
million, primarily due to continuing cost reduction initiatives and reduced 
infrastructure support activities resulting from business divestitures. 

 
“Through a combination of better revenue performance, as well as a continued 

focus on adjusting our infrastructure support activities to business changes and 
evolving market conditions, we expect to achieve further progress in the area of 
productivity,” says McCaughey. 
 
Making a difference in communities 
As a leader in community investment, CIBC is committed to supporting causes that 
matter to its clients, its employees and its communities. CIBC continues to make a 
difference in communities through corporate donations, sponsorships and the 
volunteer spirit of employees.  
 

CIBC had several notable achievements in this area during the second quarter: 

• CIBC continued its lead sponsorship of the annual National Aboriginal 
Achievement Awards in 2009. The 16th annual awards, held in Winnipeg on 
March 9th, celebrate excellence in the Aboriginal community through 
recognition of outstanding career achievements of First Nations, Inuit and 
Métis people in a wide range of occupations.  

• CIBC was the proud sponsor, for the fourth year, of Eva’s Initiatives Award for 
Innovation. This award recognizes three community organizations across 
Canada that are models of integrated support for helping homeless youth 
become self-sufficient.   

• CIBC and the YMCA announced their renewed alliance and the rollout of the 
job readiness training and financial literacy seminars in Vancouver during 
2009. This follows a successful pilot of the two-part program in Toronto in 
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2008. In addition, the financial literacy seminars will be delivered in five 
locations this year throughout the Greater Toronto Area. 

• CIBC received a 2009 Edmonton Mayor’s Celebration of the Arts Award for 
Innovative Support for the “CIBC Theatre for All” program.  The program 
allows corporations and individuals to donate a percentage of their Citadel 
Theatre tickets to Kids Up Front, a charity that re-distributes tickets to 
agencies that work with disadvantaged youth.   

 
________________________________________________ 

1 For additional information, see the “Non-GAAP measures” section.  

 
Investor and analyst inquiries should be directed to John Ferren, Vice-President, Investor 
Relations, at 416-980-2088. Media inquiries should be directed to Rob McLeod, Senior 
Director, Communications and Public Affairs, at 416-980-3714, or to Mary Lou Frazer, 
Senior Director, Investor & Financial Communications, at 416-980-4111. 
 
________________________________________________ 

 
 
The information on the following pages forms a part of this press release. 
 
(The board of directors of CIBC reviewed this press release prior to it being issued.  CIBC’s controls 
and procedures support the ability of the President and Chief Executive Officer and the Chief Financial 
Officer of CIBC to certify CIBC’s second quarter financial report and controls and procedures.  CIBC's 
CEO and CFO will voluntarily provide to the Securities and Exchange Commission a certification 
relating to CIBC's second quarter financial information, including the attached unaudited interim 
consolidated financial statements, and will provide the same certification to the Canadian Securities 
Administrators.)  



MANAGEMENT’S DISCUSSION AND ANALYSIS 

Management’s discussion and analysis (MD&A) should be read in conjunction with the unaudited interim consolidated 
financial statements included in this report and with the MD&A contained in our 2008 Annual Accountability Report.  
The unaudited interim consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles (GAAP) and are expressed in Canadian dollars. This MD&A is current as of May 28, 
2009.  Additional information relating to CIBC is available on SEDAR at www.sedar.com and on the U.S. Securities 
and Exchange Commission’s website at www.sec.gov.  No information on CIBC’s website (www.cibc.com) should be 
considered incorporated herein by reference.  Certain comparative amounts have been reclassified to conform with 
the presentation adopted in the current period.  A glossary of terms used throughout this quarterly report can be 
found on pages 167 to 169 of our 2008 Annual Accountability Report. 

External reporting changes 
Second Quarter 
 

• We have changed the name of our wholesale banking business from CIBC World Markets to Wholesale Banking. 
• We have replaced regular workforce headcount with full time equivalent employees as a measure of the number of 

employees.  
 

First Quarter 
 

• In the first quarter of 2009 we realigned the businesses within CIBC Retail Markets and Wholesale Banking. Prior period 
information was restated to reflect the changes. The new reported businesses are as follows:  

 

CIBC Retail Markets: 
 
•  Personal banking – includes personal deposits and 

lending, cards, residential mortgages, and 
insurance  

•  Business banking – includes business deposits and 
lending, commercial mortgages, and commercial 
banking  

•  Wealth management – includes retail brokerage 
and asset management  

•  FirstCaribbean  
•  Other 
 

Wholesale Banking: 
 
•  Capital markets – includes cash equities, global 

derivatives and strategic risk, and fixed income, 
currencies and distribution businesses 

•  Corporate and investment banking – includes 
corporate credit products, investment banking, 
U.S. real estate finance, and core merchant 
banking  

•  Other – includes legacy merchant banking, 
structured credit and other run-off businesses, 
exited businesses, and corporate loan hedging 

 

• We moved the impact of securitization from CIBC Retail Markets to Corporate and Other. Prior period information was 
restated.  

 

• We moved the sublease income and related operating costs of our New York premises from Wholesale Banking to 
Corporate and Other. Prior period information was not restated.  

 

• We have retroactively reclassified intangible assets relating to application software from “Land, buildings and 
equipment” to “Software and other intangible assets” on our consolidated balance sheet. 
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A NOTE ABOUT FORWARD-LOOKING STATEMENTS: From time to time, we make written or oral forward-looking 
statements within the meaning of certain securities laws, including in this report, in other filings with Canadian securities 
regulators or the U.S. Securities and Exchange Commission and in other communications. These statements include, but are 
not limited to, statements made in the “Summary of second quarter results”, “Update on business priorities”, “Overview - 
Outlook for 2009”, “Run-off businesses”, “Other selected activities”, “Financial performance review – Income Taxes” and 
“Accounting and Control Matters” sections, of this report and other statements about our operations, business lines, 
financial condition, risk management, priorities, targets, ongoing objectives, strategies and outlook for 2009 and 
subsequent periods. Forward-looking statements are typically identified by the words “believe”, “expect”, “anticipate”, 
“intend”, “estimate” and other similar expressions or future or conditional verbs such as “will”, “should”, “would” and 
“could”. By their nature, these statements require us to make assumptions, including the economic assumptions set out in 
the “Overview – Outlook for 2009” section of this report, and are subject to inherent risks and uncertainties that may be 
general or specific. A variety of factors, many of which are beyond our control, affect our operations, performance and 
results, and could cause actual results to differ materially from the expectations expressed in any of our forward-looking 
statements. These factors include: credit, market, liquidity, strategic, operational, reputation and legal, regulatory and 
environmental risk discussed in the Management of Risk section of this report; legislative or regulatory developments in the 
jurisdictions where we operate; amendments to, and interpretations of, risk-based capital guidelines and reporting 
instructions; the resolution of legal proceedings and related matters; the effect of changes to accounting standards, rules 
and interpretations; changes in our estimates of reserves and allowances; changes in tax laws; changes to our credit 
ratings; that our estimate of sustainable effective tax rate will not be achieved; political conditions and developments; the 
possible effect on our business of international conflicts and the war on terror; natural disasters, public health emergencies, 
disruptions to public infrastructure and other catastrophic events; reliance on third parties to provide components of our 
business infrastructure; the accuracy and completeness of information provided to us by clients and counterparties; the 
failure of third parties to comply with their obligations to us and our affiliates; intensifying competition from established 
competitors and new entrants in the financial services industry; technological change; global capital market activity; 
interest rate and currency value fluctuations; general business and economic conditions worldwide, as well as in Canada, 
the U.S. and other countries where we have operations; changes in market rates and prices which may adversely affect the 
value of financial products; our success in developing and introducing new products and services, expanding existing 
distribution channels, developing new distribution channels and realizing increased revenue from these channels; changes in 
client spending and saving habits; our ability to attract and retain key employees and executives; and our ability to 
anticipate and manage the risks associated with these factors. This list is not exhaustive of the factors that may affect any 
of our forward-looking statements. These and other factors should be considered carefully and readers should not place 
undue reliance on our forward-looking statements. We do not undertake to update any forward-looking statement that is 
contained in this report or in other communications except as required by law. 
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Regulatory capital 
Regulatory capital is determined in accordance with guidelines issued by the Office of the Superintendent of Financial 
Institutions (OSFI).  
 The following table presents the changes to the components of our regulatory capital: 

2009 2008

$ millions, as at Apr. 30 Oct. 31

Tier 1 capital 13,732$    12,365$    
Tier 2 capital 5,299        5,764       
Total regulatory capital 19,031      18,129     
Risk-weighted assets 119,561    117,946    

Tier 1 capital ratio 11.5% 10.5%

Total capital ratio 15.9% 15.4%
Assets-to-capital multiple 16.6x 17.9x

 The Tier 1 ratio was up 1% and the total capital ratio was up 0.5% from year-end mainly due to the Notes issued by 
CIBC Capital Trust and the issuance of preferred shares noted above. The ratios also benefited from lower risk-weighted 
assets on residential mortgages resulting from higher insured mortgages. The ratios were negatively impacted by the 
structured credit charges in the first half of the year and higher credit risk-weighted assets in the trading book resulting 
primarily from financial guarantor downgrades.  
 In addition, the Tier 1 ratio was also adversely impacted by the expiry of OSFI's transition rules related to the 
grandfathering of substantial investments pre-December 31, 2006, which were deducted entirely from Tier 2 capital at year- 
end.  Also, as required by OSFI, the planned redemption of our $750 million 4.25% Debentures on June 1, 2009 was 
reflected in the total capital ratio as at April 30, 2009. 
 
Off-balance sheet arrangements 
We enter into several types of off-balance sheet arrangements in the normal course of our business. These include 
securitizations, derivatives, credit-related arrangements, and guarantees. Details on our off-balance sheet arrangements are 
provided on pages 67 to 69 of the 2008 Annual Accountability Report.  

The following table summarizes our exposures to unconsolidated entities involved in the securitization of third-party 
assets (both CIBC sponsored/structured and third-party structured). Investments, generally securities, are at fair value and 
loans, none of which are impaired, are carried at par. Undrawn liquidity and credit facilities and written credit derivatives 
are at notional amounts. 

2009 2008

$ millions, as at Apr. 30 Oct. 31
Undrawn Written Undrawn Written
liquidity credit liquidity credit

Investment and credit derivatives Investment and credit derivatives
and loans (1) facilities (notional) (2) and loans (1) facilities (notional) (2)

CIBC-sponsored conduits  $              78  $      5,707 (3)  $                -  $         805  $    7,984 (3)  $            - 

CIBC structured CDO vehicles                725               61               722             772             69            766 

Third-party structured vehicles            6,926             857          15,497          8,167        1,091       17,174 

(1) Excludes securities issued by entities established by Canada Mortgage and Housing Corporation (CMHC), Fannie Mae, Freddie Mac, Ginnie Mae, Federal Home 
 Loan Banks, Federal Farm Credit Bank, and Sallie Mae. $6.0 billion (Oct. 31, 2008: $6.7 billion) of the exposure related to CIBC structured CDO and third-party 
 structured vehicles was hedged by credit derivatives. 
(2) Comprises credit derivatives (written options and total return swaps) under which we assume exposures. The negative fair value recorded on the consolidated 

balance sheet was $5.8 billion (Oct. 31, 2008: $5.6 billion). Notional amounts of $14.5 billion (Oct. 31, 2008: $16.0 billion) were hedged with credit derivatives 
protection from third parties, the fair value of these hedges net of CVA was $1.1 billion (Oct. 31, 2008: $1.2 billion). Accumulated fair value losses amount to 
$1.4 billion (Oct. 31, 2008: $1.3 billion) on unhedged written credit derivatives.  

(3) Net of $78 million (Oct. 31, 2008: $805 million) of investment and loans in CIBC sponsored conduits. 
 

During the quarter, MACRO Trust, a CIBC-sponsored conduit, acquired auto lease receivables from one of our multi-seller 
conduits. During the first and second quarters, we acquired all of the commercial paper issued by MACRO Trust. The 
consolidation of the conduit resulted in $508 million of dealer floorplan receivables, $481 million of auto leases, and $16 
million of medium term notes backed by Canadian residential mortgages being recognized in the consolidated balance sheet 
as at April 30, 2009. The dealer floorplan receivables and retail auto receivables were originated by the finance arm of a 
U.S. auto manufacturer and have an estimated weighted average life of less than a year. The commitment period for the 
dealer floorplan receivables expires on June 1, 2009.  

Also during the quarter, CIBC Capital Trust, a trust wholly owned by CIBC, issued $1.6 billion of CIBC Tier 1 Notes.  
  
 For additional details, see Notes 5 and 7 to the interim consolidated financial statements. 
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MANAGEMENT OF RISK 

Our approach to management of risk has not changed 
significantly from that described on pages 70 to 83 of the 
2008 Annual Accountability Report. 
 
Risk overview 
We manage risk and related balance sheet resources within 
tolerance levels established by our management 
committees and approved by the Board of Directors and its 
committees. Key risk management policies are approved or 
renewed by the applicable Board and management 
committees annually. Further details on the Board and 
management committees, as applicable to the management 
of risk, are provided in the “Governance” section included 
within the 2008 Annual Accountability Report. 
 Several groups within Risk Management, independent 
of the originating businesses, contribute to our 
management of risk.  Following a realignment of risk 
management during the first quarter, there are four groups 
which are as follows: 
• Capital Markets Risk Management - provides 

independent oversight of policies, procedures and 
standards concerning the measurement, monitoring and 
control of market risks (both trading and non-trading), 
trading credit risk and trading operational risk across 
CIBC’s portfolios.   

• Product Risk Management, Card Products, 
Mortgages & Retail Lending - oversees the 
management of credit and fraud risk in the credit card, 
residential mortgages and retail lending portfolios, 
including the optimization of lending profitability. 

• Wholesale Credit & Investment Risk Management 
- responsible for the credit quality of CIBC’s risk-rated 
credits through the global management of adjudication 
of small business, commercial and wholesale credit 
risks, as well as management of the special loans and 
investments portfolios. 

• Risk Services - responsible for a range of activities, 
including: strategic risk analytics; credit portfolio 
management; Basel II reporting; economic capital; 
credit risk analytics; risk rating methodology; corporate 
and operational risk management; and vetting and 
validating of models and parameters. 

 
Credit risk 
Credit risk primarily arises from our direct lending activities, 
and from our trading, investment and hedging activities. 
Credit risk is defined as the risk of financial loss due to a 
borrower or counterparty failing to meet its obligations in 
accordance with contractual terms. 
 
Process and control 
The credit approval process is centrally controlled, with all 
significant credit requests submitted to a credit risk 
management unit that is independent of the originating 

businesses. Approval authorities are a function of the risk 
and amount of credit requested. In certain cases, credit 
requests must be referred to the Risk Management 
Committee (RMC) for approval.  

After initial approval, individual credit exposures 
continue to be monitored, with a formal risk assessment, 
including review of assigned ratings, documented at least 
annually. Higher risk-rated accounts are subject to closer 
monitoring and are reviewed at least quarterly. Collections 
and specialized loan workout groups handle the day-to-day 
management of the highest risk loans to maximize 
recoveries.  

 
Credit risk limits 
Credit limits are established for business and government 
loans for the purposes of portfolio diversification and 
managing concentration. These include limits for individual 
borrowers, groups of related borrowers, industry sectors, 
country and geographic regions, and products or portfolios. 
Direct loan sales, credit derivative hedges or structured 
transactions are used to reduce concentrations. 
 
Credit risk mitigation 
Our credit risk management policies include requirements 
relating to collateral valuation and management, including 
verification requirements and legal certainty. Valuations are 
updated periodically depending on the nature of the 
collateral. The main types of collateral are cash or securities 
for securities lending and reverse repurchase transactions; 
charges over inventory, receivables and real properties for 
lending to commercial borrowers; mortgages over 
residential real properties for retail lending; and operating 
assets for corporate and small business borrowers. 

We obtain third-party guarantees and insurance to 
reduce the risk in our lending portfolios. The most material 
of these guarantees relates to that part of our residential 
mortgage portfolio that is guaranteed by CMHC, a 
Government of Canada owned corporation, or other 
investment grade counterparties. 

We use credit derivatives to reduce industry sector 
concentrations and single-name exposures, or as part of 
portfolio diversification techniques. 

We limit the credit risk of derivatives traded over-the-
counter through the use of multi-product derivative master 
netting agreements and collateral. 
 
Exposure to credit risk 
Our gross credit exposure measured as exposure at default 
(EAD) for on- and off-balance sheet financial instruments 
was $474.6 billion as at April 30, 2009 (October 31, 2008: 
$458.7 billion). An increase in drawn exposure in the 
sovereign category, largely exposures to Canadian and U.S. 
governments and their agencies, accounted for the majority 
of the increase. This increase was partially offset by a 
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decrease in drawn exposures in real estate secured 
personal lending due to exposures being securitized into 
mortgage securitization programs over the period. 
 

Gross exposure at default, before credit risk mitigation 

2009 2008

$ millions, as at Apr. 30 Oct. 31
Business and government 
portfolios-AIRB approach (1)

Drawn 117,542$   83,686$      
Undrawn commitments 21,466       21,309       
Repo-style transactions 82,776       82,975       
Other off-balance sheet 39,408       41,163       
OTC derivatives 17,982       18,763       

279,174$   247,896$    

Retail Portfolios-AIRB 
approach (1)

Drawn 114,495$   128,648$    
Undrawn commitments 45,328       44,003       
Other off-balance sheet 302            105            

160,125$   172,756$    

Standardized portfolios 14,582$     14,714$      
Securitization exposures 20,740       23,356       

474,621$   458,722$    

(1) Advanced internal ratings based (AIRB) approach. 

 
Included in the business and government portfolios-AIRB 
approach is EAD of $2.1 billion in the probability of default 
band considered watch list as at April 30, 2009 (October 
31, 2008: $1.7 billion). 

The increase in watch list exposures was largely driven 
by increases in the financial services sector. The majority of 
watch list exposures are from the financial services sector, 
including financial guarantor exposures discussed in more 
detail in our “Run-off businesses” section.  
 
Counterparty credit exposures 
We have counterparty credit exposure that arises from our 
interest rate, foreign exchange, equity, commodity and 
credit derivatives trading, hedging and portfolio 
management activities, as explained in Note 14 to the 2008 
consolidated financial statements.  

We establish a credit valuation adjustment for 
expected future credit losses from each of our derivative 
counterparties. As at April 30, 2009, the credit valuation 
adjustment for all derivative counterparties was $5.3 billion 
(October 31, 2008: $4.7 billion). 
 

Rating profile of derivative MTM receivables (1) 

$ billions, as at 

Standard & Poor's rating equivalent
AAA to BBB- 7.3$     67.3 % 8.3$    80.9 %
BB+ to B- 2.6       23.2 1.2      11.5
CCC+ to CCC- 0.9       8.2 0.7      6.6
Below CCC- 0.1       1.1 -       0.2
Unrated -         0.2 0.1      0.8
Total 10.9$   100.0 % 10.3$  100.0 %

Oct. 31Apr. 30
2009 2008

(1) MTM value of the derivative contracts after credit valuation adjustments and 
 derivative master netting agreements but before any collateral. 

Impaired loans and allowance and provision for credit 
losses 

2009 2008
$ millions, as at Apr. 30 Oct. 31

Gross impaired loans
Consumer 721$       584$      
Business and government(1) 542         399        
Total gross impaired loans 1,263$    983$      

Allowance for credit losses
Consumer 1,021$    888$      
Business and government(1) 672         558        
Total allowance for credit losses 1,693$    1,446$   

Comprises:
Specific allowance for loans 780$       631$      

General allowance for loans(2) 913         815        
Total allowance for credit losses 1,693$    1,446$   

(1) Includes scored small business portfolios which are managed on a pool basis 
 under Basel II. 
(2) Excludes general allowance for undrawn credit facilities of $75 million 

(October 31, 2008: $77 million). 

 

Gross impaired loans were up $280 million or 28% from 
October 31, 2008.  Consumer gross impaired loans were up 
$137 million or 23%, largely attributed to increased new 
classifications in residential mortgages and personal lending 
in Canada. Business and government loans increased by 
$143 million or 36%, with the business services sector 
accounting for $73 million of the increase. Gross impaired 
real estate loans increased $28 million, attributable to two 
new impaired accounts in the U.S.  

Allowance for credit losses was up $247 million or 17% 
from October 31, 2008.  Specific allowance was up $149 
million or 24%, primarily due to credit cards, personal 
lending and business services.  The general allowance was 
up $98 million or 12% due to large corporate lending and 
credit cards. 

For details on the provision for credit losses, see the 
“Financial performance review” section. 
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Market risk 
Trading activities Total average risk was down 19% from the last 

quarter, primarily due to proactive reduction of our market 
risk exposure across trading books.  

The following table shows Value-at-Risk (VaR) by risk type 
for CIBC’s trading activities. 

The VaR for the three months ended April 30, 2009 
disclosed in the table and backtesting chart below exclude 
our exposures in our run-off businesses as described on 
pages 9 to 16 of the MD&A. Due to the volatile and illiquid 
markets, the quantification of risk for these positions is 
subject to a high degree of uncertainty. These positions are 
being managed down independent of our trading 
businesses. 

Actual realized market loss experience may differ from 
that implied by the VaR measure for a variety of reasons. 
Fluctuations in market rates and prices may differ from 
those in the past that are used to compute the VaR 
measure. Additionally, the VaR measure does not account 
for any losses that may occur beyond the 99% confidence 
level. 

 

VaR by risk type – trading portfolio  
As at or for the three months ended For the six months ended 

Apr. 30, 2009 Jan. 31, 2009 Apr. 30, 2008 Apr. 30, 2009 Apr. 30, 2008 
$ millions High Low As at Average As at Average As at Average Average Average 

Interest rate risk 5.6$     1.8$   2.8$   3.3$          4.5$    4.8$           7.5$    7.6$           4.0$                7.5$              
Credit spread risk 1.8       0.9     1.2     1.3             1.6      2.1             3.6      5.0             1.7                  8.9                
Equity Risk 6.1       1.7     1.8     3.3             4.0      4.8             5.0      5.3             4.1                  5.2                
Foreign exchange risk 1.1       0.2     0.4     0.6             0.5      1.3             0.5      0.6             0.9                  0.7                
Commodity risk 2.7       0.5     0.6     0.8             0.8      0.6             0.6      0.8             0.7                  0.8                
Debt specific risk 6.1       2.2     5.1     3.9             2.4      2.3             7.8      8.0             3.1                  9.2                
Diversification effect (1) n/m n/m (5.4)    (6.6)           (7.1)     (7.8)            (13.0)   (13.3)          (7.1)                 (16.0)             

Total risk 8.2$     5.7$   6.5$   6.6$          6.7$    8.1$           12.0$  14.0$         7.4$                16.3$            

(1) Aggregate VaR is less than the sum of the VaR of the different market risk types due to risk offsets resulting from portfolio diversification effect. 
n/m Not meaningful. It is not meaningful to compute a diversification effect because the high and low may occur on different days for different risk types. 

 

Trading Revenue 
The trading revenue (TEB)(1) and VaR backtesting graph below compares the current quarter and the three previous 
quarters’ actual daily trading revenue (TEB)(1) with the previous day's VaR measures. 

Trading revenue (TEB)(1) was positive for 98% of the days in the quarter.  Trading losses did not exceed VaR during the 
quarter. Average daily trading revenue (TEB)(1) was $4.1 million during the quarter.  

The trading revenue (TEB)(1) for the current quarter excludes a $34.6 million loss related to the consolidation of variable 
interest entities as well as trading losses from the run-off businesses, including $558 million related to reductions in fair 
value of structured credit assets and counterparty credit-related valuation adjustments and $50 million related to loss from 
other positions in the run-off books. 

 
Backtesting of trading revenue (TEB)(1) vs. VaR 
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(1) For additional information, see the “Non-GAAP measures” section. 

 

CIBC Second Quarter 2009 33



Non-trading activities 
Interest rate risk 
Non-trading interest rate risk consists primarily of risk inherent in Asset Liability Management (ALM) activities and the 
activities of domestic and foreign subsidiaries. Interest rate risk results from differences in the maturities or repricing dates 
of assets and liabilities, both on- and off-balance sheet, as well as from embedded optionality in retail products. A variety of 
cash instruments and derivatives, principally interest rate swaps, futures and options, are used to manage and control these 
risks. 

The following table shows the potential impact over the next 12 months of an immediate 100 basis point increase or 
decrease in interest rates, adjusted for estimated prepayments as well as adjusted to accommodate the downward shock in 
the current interest rate environment. 

 

Interest rate sensitivity – non-trading (after-tax) 

2009 2009 2008

Apr. 30 Jan. 31 Apr. 30 
$ millions, as at $ US$ Other $ US$ Other $ US$ Other
100 basis points increase in interest 
rates

Net income 158$ (17)$  6$    115$ (21)$ 8$      51$  (6)$  (1)$     
Change in present value of  shareholders' 
equity 203   (47)    3      203   (48)   (3)       171  16   33      

100 basis points decrease in interest 
rates

Net income (11)$  2$     (5)$   (53)$  20$  (9)$     (62)$ 6$   1$      
Change in present value of shareholders' 
equity (160)  26     1      (226)  47    1        (264) (16)  (35)     

 

Liquidity Risk 
Liquidity risk arises from our general funding activities and 
in the course of managing our assets and liabilities. It is the 
risk of having insufficient cash resources to meet current 
financial obligations without raising funds at unfavourable 
rates or selling assets on a forced basis.  

Our liquidity risk management strategies seek to 
maintain sufficient liquid financial resources to continually 
fund our balance sheet under both normal and stressed 
market environments.  

We obtain funding through both wholesale and retail 
sources. Core personal deposits remain a primary source of 
retail funding. As at April 30, 2009, Canadian dollar 
deposits from individuals totalled $95.5 billion (October 31, 
2008: $90.5 billion). 

Strategies for managing liquidity risk include 
maintaining diversified sources of wholesale term funding 
within prudential limits across a range of maturities, asset 
securitization initiatives, adequate capitalization, and 
segregated pools of high-quality liquid assets that can be 
sold or pledged as security to provide a ready source of 
cash. Collectively, these strategies result in lower 
dependency on short-term wholesale funding. 

New facilities introduced in 2008 by various 
governments and global central banks including Bank of 
Canada and the Federal Reserve Bank provide liquidity to 
financial systems. These exceptional liquidity initiatives 
include expansion of eligible types of collateral, provision of 
term liquidity through Purchase and Resale Agreement 
facilities, and the pooling and sale to CMHC of National 
Housing Act mortgage-backed securities which are 

composed of insured residential mortgage pools. From time 
to time, we utilize these term funding facilities, pledging a 
combination of private and public sector assets against 
these obligations.  
 Balance sheet liquid assets are summarized in the 
following table: 

2009 2008

$ billions, as at Apr. 30 Oct. 31

Cash 1.0$       1.1$      
Deposits with banks 7.1         7.9        
Securities issued by Canadian

Governments (1) 18.0       5.5        
Mortgage backed securities (1) 27.1       20.7      
Other securities (2) 28.0       39.6      
Securities borrowed or purchased

under resale agreements 32.7       35.6      
113.9$   110.4$  

(1) These represent securities with residual term to contractual maturity of 
more than one year. 

(2) Comprises AFS securities and securities designated at fair value (FVO) with 
residual term to contractual maturity within one year and trading 
securities. 

 

 In the course of our regular business activities, certain 
assets are pledged as part of collateral management, 
including those necessary for day-to-day clearing and 
settlement of payments and securities. Pledged assets, 
including those for covered bonds and securities borrowed 
or financed through repurchase agreements, as at April 30, 
2009 totalled $45.2 billion (October 31, 2008: $44.6 
billion).  
 Access to wholesale funding sources and the cost of 
funds are dependent on various factors including credit 
ratings. Due to a methodology change, DBRS placed the 
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preferred share and Tier 1 innovative instrument ratings of 
all Canadian banks, including CIBC, under review with 
negative implications. In a positive development 
subsequent to April 30, 2009, Fitch has affirmed our ratings 
and removed us from Rating Watch Negative; our ratings 
have been assigned a Negative Rating Outlook. There were 
no material changes to any of our other ratings. 
 Our funding and liquidity levels remained stable and 
sound over the period and we do not anticipate any events, 
commitments or demands which will materially impact our 
liquidity risk position. 
 
Contractual obligations 
Contractual obligations give rise to commitments of future 
payments affecting our short- and long-term liquidity and 
capital resource needs. These obligations include financial 
liabilities, credit and liquidity commitments, and other 
contractual obligations. 

Details of our contractual obligations are provided on 
pages 81 to 82 of the 2008 Annual Accountability Report. 
There were no significant changes to contractual obligations 
that were not in the ordinary course of our business. 

Operational risk 
In December 2008, we received formal acceptance of the 
Advanced Measurement Approach (AMA) for operational 
risk from OSFI. 
 
Other risks 
We also have policies and processes to measure, monitor 
and control other risks, including reputation and legal, 
regulatory, strategic, and environmental risks. 
 For additional details, see pages 82 to 83 of the 2008 
Annual Accountability Report. 
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ACCOUNTING AND CONTROL MATTERS 
Critical accounting policies and estimates 

Structured credit Total Total 

$ millions, as at April 30, 2009 run-off business CIBC CIBC

Assets

Trading securities 524$                1,007$   7       %

AFS securities 14                    1,415     4       

FVO financial instruments 191                  200        1       

Derivative instruments 3,626               3,784     11    

Liabilities

FVO financial instruments 334                  334        3       

Derivative instruments 6,965               7,932     21    

A summary of significant accounting policies is presented in 
Note 1 to the 2008 consolidated financial statements.  
 Certain accounting policies of CIBC are critical to 
understanding the results of operations and financial 
condition of CIBC.  These critical accounting policies require 
management to make certain judgments and estimates, 
some of which may relate to matters that are uncertain.  
For a description of the judgments and estimates involved 
in the application of critical accounting policies and 
assumptions made for pension and other benefit plans, see 
pages 84 to 88 of the 2008 Annual Accountability Report. 
 

Valuation of financial instruments 
The table below presents the valuation methods used to 
determine the sources of fair value of those financial 
instruments which are held at fair value on the consolidated 
balance sheet and the percentage of each category of 
financial instruments which are fair valued using these 
valuation techniques: 

Valuation Valuation

technique - technique - 

Quoted market non-market

market observable observable

As at April 30, 2009 price inputs inputs

Assets

Trading securities 76         % 17           % 7              %

AFS securities 86         10           4              

FVO financial instruments 6           93           1              

Derivative instruments 3           86           11            

Liabilities
Obligations related to 

    securities sold short 86         % 14           % -             %

FVO financial instruments -         97           3              
Derivative instruments 2           77           21            

Valuation Valuation

technique - technique - 

Quoted market non-market

market observable observable

As at October 31, 2008 price inputs inputs

Assets

Trading securities 87         % 10            % 3              %

AFS securities 54         39            7              

FVO financial instruments 3           96            1              

Derivative instruments 4           82            14            

Liabilities
Obligations related to 

    securities sold short 74         % 26            % -               %

FVO financial instruments -          88            12            
Derivative instruments 4           73            23            

 
 
The table below presents amounts, in each category of 
financial instruments, which are fair valued using valuation 
techniques based on non-market observable inputs, for the 
total bank and the structured credit business: 
  
 
 

 We apply judgment in establishing valuation 
adjustments that take into account various factors that may 
have an impact on the valuation. Such factors include, but 
are not limited to, the bid-offer spread, illiquidity due to 
lack of market depth, parameter uncertainty and other 
market risk, model risk, credit risk and future 
administration costs. 
 The following table summarizes our valuation 
adjustments: 

2009 2008

$ millions, as at Apr. 30 Oct.31

Trading securities

Market risk 14$       43$        
Derivatives

Market risk 128       223        
Credit risk 5,297    4,672      

Administration costs 38          30          
Other 3            6            

5,480$  4,974$    

 Much of our structured credit run-off business requires 
the application of valuation techniques using non-market 
observable inputs.  In an inactive market, indicative broker 
quotes, proxy valuation from comparable financial 
instruments, and other internal models using our own 
assumptions of how market participants would price a 
market transaction on the measurement date (all of which 
we consider to be non-market observable), are primarily 
used for the valuation of these positions.  
 We also consider whether a credit valuation adjustment 
is required to recognize the risk that any given 
counterparty to which we are exposed, may not ultimately 
be able to fulfill its obligations.   
 Our credit valuation adjustments are driven off market 
observed credit spreads for each counterparty, or a proxy 
for a comparable credit quality where no observed credit 
spreads exist, or where observed credit spreads are 
considered not to be representative of an active market.  
These credit spreads are applied in relation to the weighted 
average life of the underlying instruments protected by 
these counterparties, while considering the probabilities of 
default derived from these spreads. Furthermore our 
approach takes into account the correlation between the 
performance of the underlying assets and the 
counterparties. 
 Where appropriate, on certain financial guarantors, we 
determined the CVA based on estimated recoverable 
amounts. 
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 Our unhedged structured credit exposures (USRMM 
and non-USRMM) are sensitive to changes in MTM, 
generally as derived from indicative broker quotes or 
internal models as described above. A 10% adverse change 
in mark-to-market of the underlyings would result in a loss 
of approximately $3 million in our unhedged USRMM 
portfolio and $66 million in our non-USRMM portfolio, 
excluding unhedged HTM positions and before the impact of 
the Cerberus transaction. 
 A 10% reduction in the mark-to-market of our on-
balance sheet hedged structured credit positions other than 
those classified as HTM and a 10% increase in the fair value 
(before CVA) of all credit derivatives in our hedged 
structured credit positions would result in a net loss of 
approximately $252 million before the impact of the 
Cerberus protection. The fair value of the Cerberus 
protection is expected to reasonably offset any changes in 
fair value of protected USRMM positions. 
 The impact of a 10% reduction in receivable net of CVA 
from financial guarantors would result in a net loss of 
approximately $247 million. 
 The total net loss recognized in the consolidated 
statement of operations on the financial instruments, for 
which fair value was estimated using a valuation technique 
requiring unobservable market parameters, for the quarter 
ended April 30, 2009 was $338 million ($1,148 million for 
the six months ended April 30, 2009). 
 

Risk factors related to fair value adjustments 
We believe that we have made appropriate fair value 
adjustments and have taken appropriate write-downs to 
date.  The establishment of fair value adjustments and the 
determination of the amount of write-downs involve 
estimates that are based on accounting processes and 
judgments by management.  We evaluate the adequacy of 
the fair value adjustments and the amount of write-downs 
on an ongoing basis.  The levels of fair value adjustments 
and the amount of the write-downs could be changed as 
events warrant. 
 We have policies that set standards governing the 
independent verification of prices of traded instruments at a 
minimum on a monthly basis. Where lack of adequate price 
discovery in the market results in a non-compliance for a 
particular position, management is required to assess the 
need for an appropriate valuation adjustment to address 
such valuation uncertainties. 
 

Reclassification of financial assets 
In October 2008, certain trading financial assets, for which 
there was no active market and which management intends 
to hold to maturity or for the foreseeable future, were 
reclassified as HTM and AFS respectively, with effect from 
August 1, 2008 at fair value as at that date. In the first 
quarter, we also reclassified $144 million of trading 
financial assets to AFS. 

If the above reclassifications had not been made, 
income during the quarter, related to the securities 

reclassified to HTM and AFS securities would have been 
lower by $77 million and higher by $37 million respectively 
(lower by $399 million and higher by $11 million, on HTM 
and AFS securities respectively, for the six months ended 
April 30, 2009). 
 
Accounting Developments 
Intangibles 
Effective November 1, 2008, we adopted CICA 3064, 
“Goodwill and Intangible Assets”, which replaced CICA 
3062, “Goodwill and Other Intangible Assets”, and CICA 
3450, “Research and Development Costs”. The new 
standard establishes standards for recognition, 
measurement, presentation and disclosure of goodwill and 
intangible assets.  

The adoption of this guidance did not result in a change 
in the recognition of our goodwill and intangible assets. 
However, we have retroactively reclassified intangible 
assets relating to application software with net book value 
of $374 million as at January 31, 2009 (October 31, 2008: 
$385 million) from Land, Buildings and Equipment to 
Software and Other Intangible Assets on our consolidated 
balance sheet.  
 
Transition to International Financial Reporting Standards 
(IFRS) 
In February 2008, the Accounting Standards Board of the 
CICA affirmed its intention to replace Canadian GAAP with 
IFRS. CIBC will adopt IFRS commencing November 1, 2011 
with comparatives for the year commencing November 1, 
2010.  

CIBC’s IFRS transition project is in progress with a 
formal governance structure and transition plan in place. At 
this point it remains too early to comment on the 
anticipated financial impact to the balance sheet and 
ongoing results of operation resulting from the transition to 
IFRS as changes to the accounting standards are expected 
prior to transition. 
 

Controls and procedures 
Disclosure controls and procedures 
CIBC’s management, with the participation of the Chief 
Executive Officer and Chief Financial Officer, has evaluated 
the effectiveness, as at April 30, 2009, of CIBC’s disclosure 
controls and procedures (as defined in the rules of the 
Securities and Exchange Commission (SEC) and the 
Canadian Securities Administrators) and has concluded that 
such disclosure controls and procedures are effective. 
 

Changes in internal control over financial reporting 
There have been no changes in CIBC’s internal control over 
financial reporting during the quarter ended April 30, 2009, 
that have materially affected, or are reasonably likely to 
materially affect, its internal control over financial 
reporting. 
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CONSOLIDATED BALANCE SHEET
2009 2008

Unaudited, $ millions, as at Apr. 30 Oct. 31

ASSETS

Cash and non-interest-bearing deposits with banks 2,068$       1,558$       

Interest-bearing deposits with banks 6,233         7,401         
Securities (Note 3)

Trading 13,477       37,244       

Available-for-sale (AFS) 36,446       13,302       

Designated at fair value (FVO) 29,352       21,861       

Held-to-maturity (HTM) 6,947         6,764         

86,222       79,171       

Securities borrowed or purchased under resale agreements 32,674       35,596       

Loans

Residential mortgages 75,926       90,695       

Personal 33,211       32,124       

Credit card 10,618       10,829       

Business and government 35,450       39,273       

Allowance for credit losses (Note 4) (1,693)        (1,446)       

153,512     171,475     

Other

Derivative instruments 34,048       28,644       

Customers' liability under acceptances 9,450         8,848         

Land, buildings and equipment 1,653         1,623         

Goodwill 2,099         2,100         

Software and other intangible assets 695             812           

Other assets (Note 9) 18,709       16,702       

66,654       58,729       
347,363$   353,930$   

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits

Personal 103,788$   99,477$     

Business and government (Note 7) 109,080     117,772     

Bank 9,044         15,703       

221,912     232,952     

Other

Derivative instruments 38,094       32,742       

Acceptances 9,529         8,848         

Obligations related to securities sold short 7,368         6,924         

Obligations related to securities lent or sold under repurchase agreements 34,689       38,023       

Other liabilities 14,567       13,167       

104,247     99,704       

Subordinated indebtedness 6,612         6,658         

Preferred share liabilities 600             600           

Non-controlling interests 175             185           

Shareholders' equity

Preferred shares (Note 6) 3,156         2,631         

Common shares (Note 6) 6,090         6,062         

Treasury shares 1                 1               

Contributed surplus 104             96             

Retained earnings 4,826         5,483         

Accumulated other comprehensive (loss) (AOCI) (360)           (442)          

13,817       13,831       

347,363$   353,930$   
 

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENT OF OPERATIONS

For the three months ended For the six months ended
2009 2009 2008 2009 2008

Unaudited, $ millions Apr. 30 Jan. 31 Apr. 30 Apr. 30 Apr. 30

Interest income
Loans 1,637$    1,908$      2,310$      3,545$    4,892$      
Securities borrowed or purchased under resale agreements 86            171          419          257         948          
Securities 480         662          697          1,142      1,361        
Deposits with banks 18            54            192          72            422          

2,221      2,795        3,618        5,016      7,623        

Interest expense
Deposits 694         1,040        1,747        1,734      3,955        
Other liabilities 194         350          452          544         1,015        
Subordinated indebtedness 52            64            62            116         134          
Preferred share liabilities 8              8              8              16            16            

948         1,462        2,269        2,410      5,120        

Net interest income 1,273      1,333        1,349        2,606      2,503        

Non-interest income
Underwriting and advisory fees 112         102          88            214         264          
Deposit and payment fees 188         193          191          381         386          
Credit fees 72            60            56            132         116          
Card fees 85            95            67            180         144          
Investment management and custodial fees 96            108          131          204         267          
Mutual fund fees 158         159          204          317         416          
Insurance fees, net of claims 60            66            63            126         121          
Commissions on securities transactions 106         120          133          226         303          
Trading revenue (Note 8) (440)        (720)         (2,401)      (1,160)     (5,528)      
AFS securities gains (losses), net 60            148          12            208         (37)           
FVO revenue 53            44            (18)           97            (47)           
Income from securitized assets 137         119          146          256         290          
Foreign exchange other than trading 243         117          3              360         135          
Other (42)          78            102          36            272          

888         689          (1,223)      1,577      (2,898)      

Total revenue 2,161      2,022        126          4,183      (395)         

Provision for credit losses (Note 4) 394         284          176          678         348          

Non-interest expenses
Employee compensation and benefits (Note 10) 891         932          933          1,823      1,927        
Occupancy costs 155         134          142          289         287          
Computer, software and office equipment 251         245          265          496         527          
Communications 76            68            72            144         146          
Advertising and business development 45            47            58            92            111          
Professional fees 42            40            61            82            112          
Business and capital taxes 30            30            35            60            60            
Other 149         157          222          306         379          

1,639      1,653        1,788        3,292      3,549        

Income (loss) before income taxes and non-controlling interests 128         85            (1,838)      213         (4,292)      
Income tax expense (benefit) 174         (67)           (731)         107         (1,733)      

(46)          152          (1,107)      106         (2,559)      
Non-controlling interests 5              5              4              10            8              

Net (loss) income (51)$        147$         (1,111)$    96$         (2,567)$    

(Loss) earnings per share (in dollars) (Note 11) -Basic (0.24)$     0.29$        (3.00)$      0.05$      (7.31)$      

-Diluted (0.24)$     0.29$        (3.00)$      0.05$      (7.31)$      
Dividends per common share (in dollars) 0.87$      0.87$        0.87$        1.74$      1.74$         

The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the three months ended For the six months ended

2009 2009 2008 2009 2008

Unaudited, $ millions Apr. 30 Jan. 31 Apr. 30 Apr. 30 Apr. 30

Preferred shares

Balance at beginning of period 2,631$       2,631$        2,331$        2,631$      2,331$      

Issue of preferred shares 525            -                -                525           -              
Balance at end of period 3,156$       2,631$        2,331$        3,156$      2,331$      

Common shares

Balance at beginning of period 6,074$       6,062$        6,049$        6,062$      3,133$      

Issue of common shares 16              12              8                28              2,956        

Issuance costs, net of related income taxes -                 -                (1)               -                (33)           

Balance at end of period 6,090$       6,074$        6,056$        6,090$      6,056$      

Treasury shares

Balance at beginning of period -$               1$              12$            1$              4$            

Purchases (2,059)       (1,955)        (2,147)        (4,014)       (5,106)      

Sales 2,060         1,954         2,143         4,014        5,110        

Balance at end of period 1$              -$               8$              1$              8$            

Contributed surplus

Balance at beginning of period 100$          96$            86$            96$           96$          

Stock option expense 3                4                2                7                5              

Stock options exercised -                 -                -                -                (1)             

Net premium (discount) on treasury shares 1                1                3                2                (11)           

Other -                 (1)               (1)               (1)              1              

Balance at end of period 104$          100$          90$            104$         90$          

Retained earnings

Balance at beginning of period, as previously reported 5,257$       5,483$        7,174$        5,483$      9,017$      

Adjustment for change in accounting policies -                 (6)               (1) -                (6)              (1) (66)           (2)

Balance at beginning of period, as restated 5,257         5,477         7,174         5,477        8,951        

Net income (loss) (51)             147            (1,111)        96              (2,567)      

Dividends

Preferred (39)             (36)             (30)             (75)            (60)           

Common (331)          (332)           (332)           (663)          (623)         

Other (10)             1                (2)               (9)              (2)             
Balance at end of period 4,826$       5,257$        5,699$        4,826$      5,699$      

AOCI, net of tax

Balance at beginning of period (390)$        (442)$         (849)$         (442)$        (1,092)$    

Other comprehensive income (OCI) 30              52              42              82              285          

Balance at end of period (360)$        (390)$         (807)$         (360)$        (807)$       

Retained earnings and AOCI 4,466$       4,867$        4,892$        4,466$      4,892$      

Shareholders' equity at end of period 13,817$     13,672$      13,377$      13,817$    13,377$    
 

 (1) Represents the impact of changing the measurement date for employee future benefits.  See Note 10 for additional details. 

 (2) Represents the impact of adopting the amended Canadian Institute of Chartered Accountants Emerging Issues Committee Abstract 46, “Leveraged Leases”.  

  
 The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS) 

For the three months ended For the six months ended

2009 2009 2008 2009 2008

Unaudited, $ millions Apr. 30 Jan. 31 Apr. 30 Apr. 30 Apr. 30

Net income (loss) (51)$          147$          (1,111)$      96$          (2,567)$      

OCI, net of tax

Foreign currency translation adjustments

Net gains (losses) on investment in self-sustaining foreign operations 109           26              2                135          975            

Net (losses) gains on hedges of foreign currency translation adjustments (128)          3                25              (125)         (721)           

(19)            29              27              10            254            

Net change in AFS securities

Net unrealized gains (losses) on AFS securities 168           87              83              255          62              

Transfer of net (gains) losses to net income (119)          (62)             (65)             (181)         41              

49              25              18              74            103            

Net change in cash flow hedges

Net (losses) gains on derivatives designated as cash flow hedges (1)              (4)               (5)               (5)             (41)             

Net losses (gains) on derivatives designated as cash flow hedges

transferred to net income 1                2                2                3               (31)             

-                (2)               (3)               (2)             (72)             

Total OCI 30              52              42              82            285            

Comprehensive income (loss) (21)$          199$          (1,069)$      178$        (2,282)$      
 

 
INCOME TAX (EXPENSE) BENEFIT ALLOCATED TO EACH COMPONENT OF OCI

For the three months ended For the six months ended

2009 2009 2008 2009 2008

Unaudited, $ millions Apr. 30 Jan. 31 Apr. 30 Apr. 30 Apr. 30

Foreign currency translation adjustments

Changes on investment in self-sustaining foreign operations 10$              (7)$               -$                 3$                (3)$               

Changes on hedges of foreign currency translation adjustments 117              (15)               (41)               102              333               

Net change in AFS securities

Net unrealized (gains) losses on AFS securities (102)            (56)               (50)               (158)            (35)               

Transfer of net gains (losses) to net income 55                30                41                85                (48)               

Net change in cash flow hedges

Changes on derivatives designated as cash flow hedges 1                  3                  1                  4                  21                

Changes on derivatives designated as cash flow hedges

transferred to net income (1)                 (1)                 (2)                 (2)                 16                
80$              (46)$             (51)$             34$              284$              

  The accompanying notes are an integral part of these consolidated financial statements. 
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the three months ended For the six months ended

2009 2009 2008 2009 2008

Unaudited, $ millions Apr. 30 Jan. 31 Apr. 30 Apr. 30 Apr. 30

Cash flows provided by (used in) operating activities

Net income (loss) (51)$         147$         (1,111)$    96$         (2,567)$    
Adjustments to reconcile net income (loss) to cash flows provided by (used in) 
operating activities:

Provision for credit losses 394          284          176          678         348          
Amortization (1) 100          103          61            203         123          

Stock-based compensation -               (3)             2              (3)            (17)           

Future income taxes (98)           (130)         (765)         (228)        (818)         

AFS securities (gains) losses, net (60)           (148)         (12)           (208)        37            

(Gains) losses on disposal of land, buildings and equipment 3               (1)             (1)             2              (1)             

Other non-cash items, net (131)         (8)             (13)           (139)        53            

Changes in operating assets and liabilities

Accrued interest receivable 95            134          32            229         136          

Accrued interest payable (40)           (92)           (93)           (132)        (117)         

Amounts receivable on derivative contracts 136          (5,196)      (79)           (5,060)     584          

Amounts payable on derivative contracts (1,062)      5,345        (82)           4,283      (1,036)      

Net change in trading securities 2,880       21,031      (2) 3,469        23,911    3,883        

Net change in FVO securities (7,554)      63            (1,321)      (7,491)     (5,294)      

Net change in other FVO financial instruments 3,263       4,083        (83)           7,346      (664)         

Current income taxes 1,499       87            (74)           1,586      (1,868)      

Other, net (3,029)      (236)         218          (3,265)     (3,561)      

(3,655)      25,463      324          21,808    (10,779)    

Cash flows (used in) provided by financing activities

Deposits, net of withdrawals (7,151)      (9,304)      (1,643)      (16,455)   7,201        

Obligations related to securities sold short 818          (1,054)      648          (236)        (2,428)      

Net obligations related to securities lent or sold under repurchase agreements (3,452)      118          (2,825)      (3,334)     (2,414)      

Redemption/repurchase of subordinated indebtedness (77)           -              (89)           (77)          (339)         

Issue of preferred shares 525          -              -              525         -              

Issue of common shares, net 16            12            7              28            2,923        

Net proceeds from treasury shares (purchased) sold 1               (1)             (4)             -              4              

Dividends (370)         (368)         (362)         (738)        (683)         

Other, net 617          87            223          704         (222)         

(9,073)      (10,510)    (4,045)      (19,583)   4,042        

Cash flows (used in) provided by  investing activities

Interest-bearing deposits with banks 2,076       (908)         4,570        1,168      340          

Loans, net of repayments 4,661       (1,787)      (4,694)      2,874      (6,741)      

Proceeds from securitizations 6,525       7,610        933          14,135    3,183        

Purchase of AFS/HTM securities (22,849)    (28,725)    (3,286)      (51,574)   (5,210)      

Proceeds from sale of AFS/HTM securities 8,215       5,161        1,944        13,376    7,814        

Proceeds from maturity of AFS/HTM securities 14,376     1,155        1,288        15,531    6,229        

Net securities borrowed or purchased under resale agreements 579          2,343        2,455        2,922      850          

Purchase of land, buildings and equipment (108)         (35)           (21)           (143)        (64)           

13,475     (15,186)    3,189        (1,711)     6,401        

Effect of exchange rate changes on cash and non-interest-bearing 

deposits with banks (12)           8              1              (4)            21            

Net increase (decrease) in cash

and non-interest-bearing deposits with banks during period 735          (225)         (531)         510         (315)         

Cash and non-interest-bearing deposits with banks at beginning of period 1,333       1,558        1,673        1,558      1,457        
Cash and non-interest-bearing deposits with banks at end of period 2,068$     1,333$      1,142$      2,068$    1,142$      

Cash interest paid 988$        1,554$      2,362$      2,542$    5,237$      
Cash income taxes (recovered) paid (1,227)$    (25)$         107$         (1,252)$   953$          

 (1) Includes amortization of buildings, furniture, equipment leasehold improvements, software and other intangible assets. 
 (2) Includes securities initially bought as trading securities and subsequently reclassified to HTM and AFS securities. 

 

  The accompanying notes are an integral part of these consolidated financial statements. 
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