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D I S C L A I M E R   

 

THE FOLLOWING SPEAKERS’ NOTES, IN ADDITION TO THE WEBCAST AND THE 
ACCOMPANYING PRESENTATION MATERIALS, HAVE BEEN FURNISHED FOR YOUR 
INFORMATION ONLY, ARE CURRENT ONLY AS OF THE DATE OF THE WEBCAST, AND 
MAY BE SUPERSEDED BY MORE CURRENT INFORMATION.  EXCEPT AS REQUIRED BY 
LAW, WE DO NOT UNDERTAKE ANY OBLIGATION TO UPDATE THE INFORMATION, 
WHETHER AS A RESULT OF NEW INFORMATION, FUTURE EVENTS OR OTHERWISE.  
 
THESE SPEAKERS’ NOTES ARE NOT A TRANSCRIPT OF THE WEBCAST AND MAY NOT 
BE IDENTICAL TO THE COMMENTS MADE DURING THE WEBCAST. YOU CAN REPLAY 
THE ENTIRE WEBCAST UP TO SEPTEMBER 5, 2013, WHICH INCLUDES A QUESTION AND 
ANSWER SESSION, BY VISITING THE ROYAL BANK OF CANADA (“RBC”, “WE” OR “OUR”) 
WEBSITE AT RBC.COM/INVESTORRELATIONS.  
 
IN NO WAY DO WE ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER 
DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON OUR WEBSITE OR IN 
THESE SPEAKERS’ NOTES. USERS ARE ADVISED TO REVIEW THE WEBCAST ITSELF 
AND OUR FILINGS WITH THE CANADIAN SECURITIES REGULATORS AND THE UNITED 
STATES SECURITIES AND EXCHANGE COMMISSION (“SEC”) BEFORE MAKING ANY 
INVESTMENT OR OTHER DECISIONS. 
 
 
C A U T I O N  R E G A R D I N G  F O R W A R D - L O O K I N G  S T A T E M E N T S  

 

From time to time, we make written or oral forward-looking statements within the meaning of 
certain securities laws, including the “safe harbour” provisions of the United States Private 
Securities Litigation Reform Act of 1995 and any applicable Canadian securities legislation. We 
may make forward-looking statements in these speakers’ notes, the webcast, the accompanying 
presentation materials and in other filings with Canadian regulators or the SEC, in reports to 
shareholders and in other communications. Forward-looking statements in these speakers’ notes 
include, but are not limited to, statements relating to RBC and our business segment outlooks, 
the economic market and regulatory environment and our vision, aspirations and strategic goals. 
The forward-looking information contained in these speakers’ notes is presented for the purpose 
of assisting the holders of our securities and financial analysts in understanding our financial 
position and results of operations as at and for the periods ended on the dates presented and our 
vision, strategic goals and financial performance objectives and may not be appropriate for other 
purposes. Forward-looking statements are typically identified by words such as “believe”, 
“expect”, “foresee”, “forecast”, “anticipate”, “intend”, “estimate”, “goal”, “plan” and “project” and 
similar expressions of future or conditional verbs such as “will”, “may”, “should”, “could”, or 
“would”. 
 



 
September 6, 2012 / 6:40AM EDT, UBS Best of Americas Conference Speech 

 

 2

By their very nature, forward-looking statements require us to make assumptions and are subject 
to inherent risks and uncertainties, which give rise to the possibility that our predictions, forecasts, 
projections, expectations or conclusions will not prove to be accurate, that our assumptions may 
not be correct and that our objectives, vision and strategic goals will not be achieved. We caution 
readers not to place undue reliance on these statements as a number of risk factors could cause 
our actual results to differ materially from the expectations expressed in such forward-looking 
statements. These factors – many of which are beyond our control and the effects of which can 
be difficult to predict – include: credit, market, operational, and liquidity and funding risks, and 
other risks discussed in the Risk management and Overview of other risk sections of our 2011 
Annual Report and the Risk management section of our Q3 2012 Report to Shareholders; 
general business, economic and financial market conditions in Canada, the United States and 
certain other countries in which we conduct business, including the effects of the European 
sovereign debt crisis; changes in accounting standards, policies and estimates, including 
changes in our estimates of provisions, allowances and valuations; the effects of changes in 
government fiscal, monetary, economic and other policies; changes to and new interpretations of 
risk-based capital and liquidity guidelines; the impact of changes in laws and regulations including 
relating to the payments system in Canada, consumer protection measures and the Dodd-Frank 
Wall Street Reform and Consumer Protection Act and the regulations to be issued thereunder; 
the effects of competition in the markets in which we operate; our ability to attract and retain 
employees; judicial or regulatory judgments and legal proceedings; the accuracy and 
completeness of information concerning our clients and counterparties; our ability to successfully 
execute our strategies and to complete and integrate strategic acquisitions and joint ventures 
successfully; development and integration of our distribution networks; and the impact of 
environmental issues.  
 
We caution that the foregoing list of risk factors is not exhaustive and other factors could also 
adversely affect our results. When relying on our forward-looking statements to make decisions 
with respect to us, investors and others should carefully consider the foregoing factors and other 
uncertainties and potential events. Except as required by law, we do not undertake to update any 
forward-looking statement, whether written or oral, that may be made from time to time by us or 
on our behalf. 
 
Additional information about these and other factors can be found in the Risk management and 
Overview of other risks sections of our 2011 Annual Report and the Risk management section of 
our Q3 2012 Report to Shareholders. 
 
Information contained in or otherwise accessible through the websites mentioned does not form 
part of these speakers’ notes. All references in these speakers’ notes to websites are inactive 
textual references and are for your information only.  
 
G O R D  N I X O N ,  P R E S I D E N T  &  C E O   

 

Good morning and thank you Paul for the opportunity to present this morning. I will begin with an 
overview of RBC as well as a little bit on our financial performance and perhaps most importantly 
on our strategy.  

Firstly, RBC is a diversified universal bank. We have five business segments and we have 
operations in Canada, large operations in the United States, in the UK as well as 50 other 
countries around the globe. We employ approximately 80,000 people and we have over 15 million 
clients globally. 

As you can see from slide 4, we are among the top 15 banks in the world and we are Canada's 
largest bank and Canada's largest company by both assets and market capitalization. As you are 
well aware, financial institutions around the world continue to face significant headwinds, 
including global economic uncertainties, low interest rates, market volatility as well as increased 
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regulation and reputational issues. While these challenges have forced many of our global peers 
to restructure or to withdraw from certain markets, RBC's financial performance, our strong 
balance sheet, and our solid credit ratings set us apart and enable us to continue to invest and 
execute our long-term strategy. 
 
I can stand here and say with great pride that if I was here 10 years ago and talked about our 
strategy, while there's been significant tweaks and shifts, by and large, the fundamental strategy 
investing in each of our five core platforms and our global goal strategies are pretty much intact 
and would be similar today to what they were pre the financial and economic crisis. So as 
highlighted by the next slide, what is our strategy? First, first and foremost to be a leading 
universal bank within our home market of Canada, in addition to be a premier corporate and 
investment bank and wealth manager internationally as well as a leading provider of select 
financial services in targeted markets. 
 
As you turn to slide six, we reported our results last week, with our third quarter earnings coming 
in at over $2.2 billion and $5.7 billion year-to-date. These are record earnings, driven by record 
results in our Canadian Banking segment as well as very strong performance across our Capital 
Markets and Insurance businesses. We delivered a return on equity of 20% year-to-date, while 
holding significant higher capital as we transition to Basel III. Our Tier 1 capital ratio was 13% and 
based on our current interpretation of the rules, we already meet Basel III requirements to 
become effective for Canadian banks in the first quarter of 2013. 
 
Currently, based on estimated Basel III pro forma Tier 1 common equity, our ratio is 8.3%, well 
ahead of the minimum. With the significantly increased capital levels across the system, our 
return on equity target going forward continues to be 18% plus. We also announced a $0.03 or 
5% increase in our dividend last week, which is our third increase to our dividend in the past 15 
months, bringing the quarterly dividend to $0.60 per share. I also remind our international 
investors that we never cut our dividend during the financial crisis. 
 
At the end of the quarter, we completed the acquisition of the remaining 50% of our stake in RBC 
Dexia, which has now been rebranded RBC Investor Services. The strength of our strategy is 
evident when you look at our performance over the last several years, a period of great 
tremendous market and economic uncertainty as you're all aware. 
 
As you can see, we have delivered strong returns to our shareholders, while maintaining a 
consistent strong capital position. Our results demonstrate the earning power of RBC, including 
the strength of our diversified business model, our strict risk and cost management discipline, and 
our focus on long-term growth. So I'd like to explain our strategy and highlight some of our key 
priorities going forward. 
 
Firstly, in Canada. Canada is our core market, where we generate over two-thirds of our revenue 
from Canadian Banking, Insurance, Wealth Management, and Capital Markets. While Canada is 
not immune to the global economic uncertainty and is facing a slower growth environment, it has 
strong economic fundamentals and fiscal flexibility, as highlighted on slide 9.  
 
There's been a lot of attention lately on our housing prices and consumer debt levels in Canada. 
We analyze this very closely and continue to stress test and remain extremely comfortable with 
our retail portfolios. Overall, we believe the Canadian housing market continues to fare 
reasonably well. The annual housing price appreciation over the last several years is within the 
historic long-term range and housing affordability as well as consumer debt servicing levels 
remain at reasonable levels in most markets. 
 
I'll remind people that structure of the Canadian residential market is very different from that of 
the United States and other markets around the world. It is much more conservative, we have 
recourse lending and the terms of mortgages tend to be five to seven years. It's a very different 
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structure to the market and, of course very importantly, most mortgages remain on the balance 
sheets of the banks and they're well written. 
 
In addition, our exposure is limited to the more aggressive condo markets of Toronto and 
Vancouver, but even their lending is against a requirement of 65% pre-sales to bonafide buyers. 
So given our size, scale, and competitive position and our strategy, we believe we're well 
positioned to continue to grow and deliver strong returns in the domestic market. 
 
When you look at slide 10, our Canadian Banking segment, which generates about half of our 
total earnings, has good momentum and we remain focused on three priorities; building our 
leading market position, leveraging unparalleled distribution channel and reducing cost and 
driving efficiencies to reinvest in future growth.  
 
We operate the largest and most profitable retail bank in Canada. Our strength was recognized 
by the industry this year by Retail Banker International which named RBC Retail Bank of the Year 
within North America. We have a number one or two market share in each of our core businesses 
and we continue to extend this lead by taking a disproportionate share of both market and 
earnings growth. For example, as shown on slide 11, our total volume growth of just over $42 
billion or 8.4% from Q3 last year reflects a premium of 45% to our peer average growth rate of 
5.8%, and our year-over-year earnings growth of 17% this quarter from last year was just over 
twice the peer average of 8%. 
 
We are seeing this growth across many of our businesses, with particular momentum in a few key 
areas that are discussed further on. For example, our strategy to grow our relationship deposit 
base has been quite successful and our share of Canadian personal deposits has grown 70 basis 
points since last year to 19.7%. 
 
A second key priority in Canadian Banking is leveraging our unparalleled distribution network to 
extend our sales power. We reach over 11 million clients through the largest branch and ATM 
network in the country, as well as online channels, contact centers, and specialized proprietary 
mobile sales forces. Our size and scale means we can reach more clients when and where they 
want. Our strong customer focus coupled with our broad product and service offerings enables us 
to cross-sell more efficiently than any of our Canadian peers. Based on the most recent Ipsos 
Reid survey, 12% of Canadian households have at least three key services with their bank: a 
transaction account, investments, as well as a borrowing product. For RBC, this number is 16%, 
a key competitive advantage, especially in a low-rate, low-growth environment. 
 
A key element of our success is our ability to differentiate the client experience through our 
strength in innovation and technology. For example, while many peers continue to build standard 
bank branches, RBC's retail branch is transforming banking to a multi-channel advice center with 
state of the art interactive technology. So in addition to our roughly 1,300 traditional branches, we 
now have over 30 retail stores across Canada and we plan to strategically open 20 to 25 more 
retail stores each year. From a technology perspective, our industry-leading mobile apps and 
other digital solutions provide unmatched capabilities and we will soon be launching our virtual 
wallet for mobile phones. 
 
Our third key priority for Canadian Banking, as it is for all of our businesses at RBC, is reducing 
the trajectory of expense growth against revenue growth, while making selective investments to 
foster future growth. In Canadian Banking, our objective is to drive our efficiency ratio to an 
industry-leading low 40s in the medium-term. We are doing this by simplifying processes and 
building end-to-end efficiencies which help drive our efficiency ratio below 45% this quarter as 
you can see from slide 13. Overall, we're very pleased about the momentum in Canadian 
Banking and we have a clear strategy and good track record of execution against each of our key 
priorities. 
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In other Canadian businesses, we're similarly focused on extending our domestic leadership 
position, deepening client relationships, as well as driving cost efficiencies.  
 
Turning to slide 14, our Insurance business is one of the largest Canadian bank-owned insurance 
companies and continues to grow benefiting from the RBC brand, a broad product suite, and a 
focus on direct distribution channels that deliver superior profitability relative to industry norms. 
We are focused on making it easier for clients to do business with us and we are making great 
strides, having just achieved our highest ever scores in two critical parts of customer satisfaction 
surveys, Likelihood to Recommend and Ease of Doing Business. As well, we're driving 
efficiencies by increasing sales through our lower cost channels, including insurance branches 
adjacent to our bank branches, as well as the Internet. 
 
In Wealth Management, we've built the number one franchise in wealth and asset management in 
Canada with a leading 22% of the high net worth market. Dominion Securities, our full service 
manager, has the highest fee-based assets per advisor, over 2.3 times higher than the Canadian 
peers as you can see on slide 15. Our asset management business is the largest Canadian retail 
fund company and a significant institutional asset manager with industry-leading pre-tax margins. 
We continue to lead the industry in long-term fund sales, capturing over 23% of the market. Our 
leadership in wealth and asset management is being driven by our ability to offer superior advice 
and best-in-class products across multiple channels and client segments. This is demonstrated 
by our number one market position as well as our strong advisor and client satisfaction scores. 
 
Going forward, we're focused on extending our lead in asset management and in the High-and 
Ultra-High-Net-Worth markets by leveraging the largest and most integrated distribution network 
as well as our strong cross-sell capability. 
 
Turning to Capital Markets on slide 16, again, we are the premier Canadian investment bank with 
very strong and select global reach. Before I expand more on our leading Canada, I would like to 
highlight our successful repositioning of our global Capital Markets business over the last few 
years. We have shifted the balance from trading to more lending and traditional investment 
banking activities and moved aggressively to reduce risk and eliminate complex assets from our 
balance sheet. 
 
As an example, we've reduced our inventories of trading securities by over 25% from last year 
and our value at risk is down by 50% from its peak in Q3 2011. We've aggressively taken our 
level three assets down to an insignificant level. Our approach has resulted in a strong track 
record of good performance. Our Capital Markets business has been consistently profitable, has 
had high returns, not only relative to our Canadian peers, but most importantly relative to our 
international peers. 
 
Moving on to our Capital Markets business within Canada, we are the number one franchise in 
Canada with leading investment banking, debt and equity origination, research and sales and 
trading. We were again recognized as the best investment bank in Canada across equity and 
debt capital markets and M&A by Euromoney magazine for the fifth consecutive year. 
 
That being said, we are not complacent about our home market leadership. We remain 
committed to extending our lead by capturing a greater market share by not only deepening our 
client relationships through the strategic use of our loan book, but also expanding other cross-sell 
opportunities. We continue to work hard to do more business with existing clients, but also 
attracting new ones. For example, we see market share opportunity in the mid-cap market range, 
particularly in the resource sector and we are putting an emphasis and focus in this area and on 
earlier stage companies. We're also taking advantage of our strong cross border capabilities, 
which is a real differentiator for us in Canada as we can offer our Canadian clients more 
specialized U.S. based expertise than our peers. And finally, we are leveraging the significant 
investments we have made globally in our governance, controls and infrastructure to drive 



 
September 6, 2012 / 6:40AM EDT, UBS Best of Americas Conference Speech 

 

 6

operating efficiencies and manage our costs, while we invest further in both technology and 
automation solutions. 
 
Outside of Canada, RBC's enterprise strategically is focused on being a premier corporate and 
investment bank with leading global and wealth and asset management services and in targeted 
markets, select financial services such as our franchise in the Caribbean and our RBC Investor 
Services businesses. We operate in areas where we have competitive strengths, where we can 
leverage our leading Canadian franchise, where we have deep product offerings, where we have 
industry expertise as well as a strong brand and reputation. In a nutshell, we try to play to our 
strength and not participate in areas where we can't compete. So I'd like to take you through 
some of our U.S. and international businesses.  
 
Starting with slide 19, with Capital Markets, our focused build out over the last ten years has 
significantly expanded our capabilities in the United States, and we now consider it to be a 
second home market. Our strength in the U.S. is evident as we are ranked the tenth largest 
global investment bank by fee revenue for the first half of 2012 according to Dealogic, driven by 
an increase in our Americas market share which now stands at a record level for us of 3.9% 
market share. 
 
The U.S. market which represents the lion's share of our growth outside of Canada is very 
attractive for three main reasons. Firstly, it offers us diversification from the commodities-intensive 
Canadian market. Our Canadian clients are cross border focused and we believe there is 
tremendous potential for long-term growth.  
 
Our U.S. business has become a significant contributor to our strong performance. It generated 
approximately 45% of our Capital Markets revenue over the last four quarters. We're deepening 
client relationships by strategically using our loan book to drive cross-sell opportunities and 
expand our origination, advisory and distribution capabilities. We started with a disproportionately 
small loan book in the United States compared to not only our U.S. peers, even our Canadian 
peers, and have been prudently growing it over the last several years. And you would have seen 
very significant quarter-over-quarter growth. 
 
We made a very strategic decision back in the late 1990s when you weren't getting paid to lend 
money from a corporate perspective, loan covenants were being eliminated and margins in the 
lending business were very low and we very aggressively drove our loan book down in markets 
like the United States. We're now in a position where we've got great capacity and flexibility to 
continue to invest in that sector and it's interesting that as we sit today with very significant growth 
in loan book, our loan book in the United States is still lower than it was back in 1999. So we do 
have lots of capacity. If you look at the lending business, according to Dealogic, again, we've 
jumped from 20th spot to 12th in U.S. Loans Bookrunner rankings for the first half of 2012, which 
has more than doubled our market share over the past two years.  
 
Our Capital Markets strength in North America provided the foundation for our expansion into the 
UK and we're continuing to selectively build our investment bank in areas where we have 
competitive advantages, balance sheet strength and industry expertise. A great example is the 
commodity sector.  
 
Even against the backdrop of a challenging European environment, we're winning significant 
mandates that were once out of reach. Just as an example, we recently acted as financial advisor 
in the acquisition of a German utility, Open Grid Europe, for €3.2 billion, the largest cross-border 
German M&A deal for our organization. 
Turning to Asia, in Hong Kong, our Capital Markets business is focused primarily on fixed income 
distribution, foreign exchange sales and trading. We have a small investment bank in Sydney, as 
well as Hong Kong supported by our loan book particularly in areas like mining, energy and 
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infrastructure. And we're seeing solid momentum. In fact, we were the top of the Australia 
Announced M&A League Tables for the first half of 2012, which is a first for our organization. 
 
Capital Markets is a key part of our diversified business mix. It generates not only good results, 
but they are in line with the organization's risk and return objectives. Notwithstanding challenging 
global market conditions, increased capital and liquidity requirements and heightened regulation, 
we do believe that Capital Markets is well positioned to continue to take market share and drive 
profitability in our core markets. 
 
Turning to our Wealth Management business outside of Canada, as some of you know, we have 
a strategic focus on growing global wealth management, focusing on the U.S., UK, and emerging 
markets wealth businesses on the High and Ultra High Net Worth client segments and growing 
our high margin asset management business, given the favorable industry dynamics coupled with 
our strong foundation in this area. 
 
Over the last decade, we've built the 7th largest U.S. full-service brokerage firm by advisors with 
over $185 billion of assets under administration and close to 2000 advisors. With the necessary 
scale to compete in this key market, our priority is to grow our share of wallet and improve 
revenue per advisor. We intend to do this by moving to a more fee-based revenue model, as well 
as improving operating efficiencies and by making it easier for advisors to do business with 
clients. 
 
As you can see on slide 22, internationally, we're focusing on building our presence in UK wealth 
management and UK market contains 10% of the world's wealth of High-and Ultra-High-Net-
Worth clients, and it's also a fast growing segment. Currently, the UK is very fragmented and we 
believe by leveraging our leading global trust capabilities with RBC's brand, we can build a 
relevant onshore presence in this market. 
 
Beyond the U.S. and UK, we are laying the groundwork to building emerging markets with High- 
and Ultra-High-Net-Worth clients by both organically and through small strategic acquisitions. An 
example was the purchase of Coutts' Latin American, Caribbean and African Private Banking 
business this past year. Our acquisition of BlueBay Asset Management in 2010 gained us a 
unique perspective on the global asset management and its provided innovation – innovative 
fixed income solutions for both our institutional and retail investors in Canada, the United States 
and around the world. We're leveraging BlueBay to build our global asset management footprint 
and we're looking for similar strategic acquisitions to further enhance our asset management 
capability. 
 
We have an ambitious growth objective for Wealth Management and while we are behind 
schedule as a result of low interest rates and uncertain markets, we believe we're well positioned 
for long-term growth and that our strength, stability and brand are a clear advantage, particularly 
as markets begin to stabilize and we see increased client activities. 
 
Adding to our international capabilities is RBC Investor Services. It is the 10th largest global 
custodian. It has over $2 trillion of assets under management as shown on slide 23. This 
business fits well with the RBC's diversified model and is highly complementary to our Wealth 
and Capital Markets business. It's relatively low risk and it has similar dynamics with a top 
institutional client base. With a 100% ownership, we now have the opportunity to win more 
institutional client business, to improve earnings and drive long-term growth, given our strong 
credit ratings, our reputation and financial strength. We believe this is a good strategic growth 
opportunity in the Institutional Investor Services business and it will receive increased focus 
strategically going forward. 
To conclude, the strength of our long-term diversified business model and our strategy continues 
to generate strong earnings even in an environment of economic and regulatory uncertainties. 
Our financial strength remains a clear competitive advantage in today's environment; it gives us 
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the flexibility to continue to invest in our businesses, to return capital to our shareholders as we've 
been doing with our dividend increase and to continue to invest in growth. 
 
Going forward, we're confident that RBC has positioned itself well to grow and prosper even in 
this challenging environment. We have momentum, we believe we're well positioned to extend 
our lead domestically and to build on our client relationships in the U.S. and international, and 
ultimately deliver long-term value to our clients and shareholders. 

 

 

 

 

 

 


