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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CURRENT ONLY AS OF THE DATE OF THE WEBCAST, AND MAY BE SUPERSEDED BY MORE 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 AUGUST 22, 2017, 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 from the May 25, 2017 analyst conference call (the speakers’ notes), in 
filings with Canadian regulators or the United States (U.S.) Securities and Exchange Commission, in reports 
to shareholders and in other communications. Forward-looking statements in these speakers’ notes include, 
but are not limited to, statements relating to our financial performance objectives, vision 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 financial performance objectives, 
vision and strategic goals, 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”.  
 
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 financial performance 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, 
liquidity and funding, insurance, operational, regulatory compliance, strategic, reputation, legal and 
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regulatory environment, competitive and systemic risks and other risks discussed in the Risk management 
and Overview of other risks sections of our 2016 Annual Report and the Risk management section of our 
Q2/2017 Report to Shareholders; global uncertainty; the Brexit vote to have the United Kingdom leave the 
European Union; weak oil and gas prices; cyber risk; anti-money laundering; exposure to more volatile 
sectors; technological innovation and new Fintech entrants; increasing complexity of regulation; data 
management; litigation and administrative penalties; the business and economic conditions in the geographic 
regions in which we operate; the effects of changes in government fiscal, monetary and other policies; tax 
risk and transparency; and environmental risk. 
 
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. Material economic assumptions underlying the forward looking-statements contained in these Q2 
speakers’ notes are set out in the Overview and outlook section and for each business segment under the 
heading Outlook and priorities in our 2016 Annual Report, as updated by the Overview and outlook section in 
our Q2/2017 Report to Shareholders. 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 the Overview 
of other risks sections in our 2016 Annual Report and in the Risk management section of our Q2/2017 
Report to Shareholders. 
 
Information contained in or otherwise accessible through the websites mentioned does not form part of these 
speakers’ notes. All references in speakers’ notes to websites are inactive textual references and are for 
your information only. 
 

D A V E  M C K A Y ,  P R E S I D E N T  &  C H I E F  E X E C U T I V E  O F F I C E R  

 
Good morning everyone and thanks for joining us today. 
 
This morning, we reported earnings of $2.8 billion, up 9% from last year, and diluted EPS was up 11%. 
 
We had strong results across our core businesses: 
 
Canadian Banking had a good quarter, with solid volume trends particularly in business loans and deposits, 
as well as cards. We demonstrated cost discipline, even as we invested more in technology. I’m also proud 
that we were recently named “Global Retail Bank of the Year” for the third time by Retail Banker 
International. 
 
The impact of our long-term focus on client relationships and favourable markets were factors driving double 
digit growth in Capital Markets, Wealth Management, and Investor & Treasury Services this quarter.  
 
In Capital Markets, we achieved market share gains in the U.S. and our investment banking fees also 
benefited from strong corporate activity. This helped us break through the top 10 globally, ranking ninth by 
investment banking fees according to Thomson Reuters.  
 
In Wealth Management, our results were driven by strong performance in both Canada and the U.S. In 
Canada, our clients continued to choose RBC more than any other institution with their investments, and in 
the U.S., we had another great quarter with double digit growth in both loans and deposits at City National.  
 
Investor & Treasury Services continued to show strong earnings growth and cost control, while investing 
heavily in technology for our clients.  
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Our Insurance business had a stable quarter, although earnings were down due to the impact of the sale of 
our Home & Auto insurance manufacturing business, and last year’s tax recovery.  
 
On credit, all of our credit trends were relatively stable. 
 
And we remain well-capitalized with a CET1 ratio of 10.6%.  
 
Our strong capital position enabled us to buy back over 29 million common shares in the second quarter. 
And since the closing of City National, we have bought back over 80% of the shares we used to fund the 
acquisition. 
 
We continue to target a CET1 level of 10.5% plus, which provides us with the flexibility to invest in our 
businesses for long-term growth, while also returning capital to our shareholders. 
 
Before Rod expands on our financial results, let me share my perspective on a few key areas. 
  
First, on Canadian housing: 
 
We continue to monitor a number of factors very closely, particularly the significant price appreciation in 
Toronto and Vancouver. 
 
We support the prudent approach taken by all levels of government and regulators over the past several 
years, in order to maintain the long-term health of the housing sector and the economy at large.  
 
Housing affordability is paramount for Canadians, and as I mentioned at our annual meeting in April, it will 
require the cooperation of all parties – governments, developers, realtors, banks and others – to ensure that 
all Canadians have access to homes and that their related debt burden doesn’t hinder other spending or the 
broader economy. 
 
We are encouraged by recent data in the Toronto market for April. New listings were up 34% from the prior 
year which suggests some potential easing of the supply/demand constraint that contributed to rising home 
prices.  
 
Overall, we believe the housing market will continue to be supported by steady population growth, which is 
partially driven by immigration, household income gains, and low interest rates. 
 
While we recognize some of the concerns in the market, we remain confident in the Canadian economy, in 
the strength of our mortgage book, and in our prudent credit adjudication processes; our loan portfolio is well 
diversified and our clients’ credit profiles are strong.  
 
Second, on technology: 
 
Innovation is core to RBC. We have a tremendous amount of work underway to ensure we are leveraging 
our scale to be truly a digitally-enabled relationship bank. 
 
We’re changing how we work, collaborating with a diverse set of partners to explore new technologies, with a 
focus on artificial intelligence and machine learning.  
 
We’re investing in the wider Canadian digital ecosystem to drive the future prosperity of the country, as 
shown by our recently-announced partnerships with OneEleven and C100. 
 
Within our Canadian Banking business today, almost 85% of our service transactions are performed in self-
serve channels.  
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Our clients are accelerating their migration to digital platforms. We currently have 3 million active users of our 
mobile app – that’s over 10% of the Canadian adult population. 
 
We’re responding to this evolving environment by making things as convenient as possible for our 
customers. For example: 
 
We recently launched a pilot of “MyAdvisor”, our on-line wealth advice platform, and the responses have 
been very positive so far. 
 
MyAdvisor combines the convenience of digital access with a human connection, by using live audio to 
connect clients in real time with financial advisors for personalized advice.  
 
Another example is our proprietary RBC Rewards program.  
 
Our rewards program is a place where we engage with our clients to provide them with choice and real 
value, beyond points, while providing an exceptional experience. 
 
Last month, we introduced “RBC Offers” to make it even easier for customers to instantly access more ways 
to earn bonus points and get cash savings. 
 
We added great partners to the program, including Saks Fifth Avenue, Fairmont Hotels, The Keg and Indigo. 
And we will be adding more in the coming months. 
 
Finally, while providing an exceptional client experience through digitization is important, we can’t 
compromise on safety or security. 
 
Recently, there have been a number of reports highlighting major breaches around customer data security 
globally. 
 
I can confirm that RBC has not been affected by these cyber-attacks. 
 
We strive to ensure RBC clients are protected and have access to our services without interruption.  
 
We have also built a cyber security ecosystem through strategic external partnerships, including law 
enforcement agencies. 
 
Security is critical to both our business and our clients, and will always be a top priority. 
 
Overall, we had another great quarter and a record first half, with year-to-date earnings of $5.8 billion and an 
ROE of 17.7%.  
 
Our results underscore the strength of our diversified model. We are focused on evolving how we work and 
accelerating how we do business with our clients. Going forward, this positions us well to generate stable, 
long term earnings growth. 
 
And with that, I’ll turn the call over to Rod. 
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R O D  B O L G E R ,  C H I E F  F I N A N C I A L  O F F I C E R  

 
Thanks Dave and good morning everyone. 
 
Starting on slide 5, we achieved strong EPS growth of 11% while limiting balance sheet growth to 5% and 
RWA growth to 8% demonstrating efficient deployment of our financial resources and capital.  
We reported positive operating leverage across all segments, with the exception of Capital Markets.  
 
Our total operating leverage was impacted by higher legal and severance costs of $60 million over the prior 
year.  
 
Operating leverage in Capital Markets was negative ~2% and reflected higher regulatory compliance costs 
as well as the change to the bonus deferral policy we implemented in 2016. 
 
Adjusting for the higher legal and severance costs, as well as the impact of the policy change in Capital 
Markets

1
, our operating leverage would have been approximately 1.5%. 

 
Turning to slide 6. Let me take a moment to talk about the key indicators of our financial strength. These 
metrics are at the core of how we manage our business, which is why they are part of our medium-term 
objectives. 
 
First, our Common Equity Tier 1 ratio remains strong although it came down this quarter to 10.6%. We had 
strong internal capital generation and we supported organic business RWA growth. We also executed on our 
share buyback program. 
 
The increase in RWA was also explained by an update to our corporate and business lending risk 
parameters resulting from our internal model reviews. We are continuously assessing our parameters and 
don’t expect any significant changes in the short-term. 
 
As Dave mentioned, we are very comfortable with our capital position in the 10.5% plus range. As we look 
forward, we will continue to prudently balance our capital, earnings growth and Return on Equity to benefit 
our stakeholders. 
 
Second, we continued our commitment of returning capital to shareholders. Our net payout ratio this quarter 
was over 100%, driven in part by our share repurchases. We also renewed our NCIB in March for 30 million 
shares, and we are now half-way through that program. We don’t expect our net payout ratio to reach these 
levels for the balance of the year and, we expect to grow our CET1 ratio, absent any surprises or major 
changes to the pension discount rate. 
 
And third, we have been able to deliver all of this while growing our ROE to 17.2%, up 100 basis points from 
last year.  
 
Now let me turn to the quarterly performance of our business segments, starting on slide 7. 
 
Personal & Commercial Banking earnings were up 5% from last year. 
 
Canadian Banking net income of $1.3 billion was up 6% from a year ago.  
 
In the second quarter, the combination of good volume growth and stable spreads translated to solid revenue 
growth. 

                                                 
1
 Operating leverage adjusting for higher legal and severance costs and the impact of the policy change in Capital Markets is a non-

GAAP measure and may not be comparable to similar measures disclosed by other financial institutions. For more information, please 
refer to the Notes to Users on page 9. 
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Client volume was up 7% year over year, driven by loans up 5% and deposits up by 9%. We continued to 
win with our commercial clients, with business deposits up 16% and business loans up 10% from the prior 
year. 
 
We achieved these results despite the low interest rate environment, with NIM up one basis point from the 
prior quarter.  
 
Our fee-based businesses performed well, up 6% compared to last year, which included a strong 
performance in mutual funds revenue, which was up 13%.  
 
We continue to manage our costs while investing in our business for growth. Operating leverage in Canadian 
Banking was positive 0.7%, while our efficiency ratio was strong at 42.1%. 
 
Year-to-date operating leverage was a reported 4.9%. Adjusting for the gain last quarter

2
, we were at 1.8% – 

and we continue to expect to be within the one to two% range for the full year. 
 
Turning to Wealth Management on slide 8. Earnings of $431 million were up 12% from last year.  
 
With its top quartile investment performance, Global Asset Management continued to attract investments as 
the market leader in Canada, with a market share of 32% amongst banks.  
 
In our Canadian Wealth Management business, we have been working across segments to leverage our 
distribution, brand and people across high net worth channels. Improved market conditions also helped drive 
asset growth and higher client activity. 
 
Meanwhile in our second home market, City National continued to perform well. In U.S. dollars, City National 
reported net income of $57 million, up 12% from the prior year.  
 
Results reflect continued momentum in our loan book, with growth up 15% from the prior year, and improved 
NIM in our core portfolio. 
 
City National NIM was 2.81%, up 15 basis points sequentially reflecting the impact of the two recent rate 
hikes as well as asset mix. 
 
We achieved these results while incurring higher costs to support business growth, including the addition of 
380 net new colleagues, as well as higher regulatory costs, including CCAR compliance. 
 
Moving to Insurance on slide 9, we had net income of $166 million, down 6% from the prior year. 
 
Results reflected solid underlying performance including higher investment-related gains and improved 
claims experience. However, earnings were more than offset by the impact of a tax recovery in the prior year 
and the impact from the sale of our home and auto insurance manufacturing business, which was 
approximately $15 million impact this quarter. 
 
Turning to slide 10. Investor & Treasury Services delivered another strong quarter with net income of $193 
million, up 39% compared to last year. Results were primarily driven by higher funding and liquidity earnings 
as the business was well positioned to benefit from volatility in interest and foreign exchange rates and good 
cost control.  
 
Turning to Capital Markets on slide 11.  

                                                 
2
 Excluding our share of a gain related to the sale of the U.S. operations of Moneris Solutions Corporation (Moneris gain on sale) which 

was $212MM before- and after-tax last quarter. Results excluding this gain are non-GAAP measures. For more information, please refer 
to the Notes to Users on page 9. 
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For the past few quarters, markets have been driven by major political events and low sustained commodity 
prices. This quarter, our business performed well as client confidence grew in more stable markets.  
 
Against this backdrop, Capital Markets reported net income of $668 million, up 15% from last year. More 
clients did more business with us, which drove strong investment banking fees, increased corporate lending 
and higher Global Markets earnings. For example, we acted as financial advisor to Cenovus Energy in its 
$17.7 billion acquisition of ConocoPhillips. We were also a key partner in their bridge facility and we 
supported them again in their common share offering.  
 
As we’ve mentioned before, earnings last year were impacted by higher PCL as our clients navigated the low 
oil price environment. We continue to see improvements in this portfolio which also contributed to our strong 
earnings growth this quarter. 
 
We are focused on carrying the momentum in our Investment Bank into the second half of 2017. We also 
remain cautious in our outlook on the trading side amidst a general market slowdown as political tensions 
and uncertainty in U.S. monetary and tax policies persist. 
 
In conclusion, we are very happy with our results, especially in the context of the significant investments we 
are making to ensure RBC can navigate the changing needs of our customers.  
 
With that, I will turn it over to Mark. 
 

M A R K  H U G H E S ,  C H I E F  R I S K  O F F I C E R  

 
Thank you Rod and good morning. 
 
Turning to slide 13. Our credit performance was stable this quarter with total provisions for credit losses of 
$302 million, up $8 million or 3% from last quarter. Our PCL ratio of 23 basis points increased a modest 1 
basis point over the same period.  
 
Our year-to-date PCL ratio on impaired loans of 22 basis points improved by 9 basis points year over year 
reflecting higher oil prices and positive results from the oil & gas sector.  
 
Let me discuss the performance of each segment on slide 14.  
 
In Personal & Commercial Banking, provisions of $262 million increased by $13 million from last quarter.  
 
Canadian Banking provisions of $256 million, increased by $6 million quarter over quarter, reflecting higher 
losses in commercial lending and higher credit card write-offs, partially offset by lower provisions in personal 
lending.  
 
Caribbean and U.S. Banking provisions were up $7 million from last quarter largely due to lower recoveries 
in our Caribbean personal lending portfolio. 
 
Wealth Management provisions of $15 million increased by $2 million sequentially, mainly reflecting a 
modest increase in provisions at City National.  
 
Capital Markets provisions of $24 million decreased by $8 million from last quarter as lower PCL in the real 
estate sector was partially offset by lower oil and gas recoveries.  
 
Turning to slide 15. Gross impaired loans of $3.2 billion were down $310 million or 9% from last quarter. 
Year-to-date, gross impaired loans were down $654 million or 17%.  
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Our gross impaired loan ratio of 59 basis points was down 7 basis points from the prior quarter.  
 
In Capital Markets, gross impaired loans decreased by $412 million from last quarter as we continue to see a 
higher than average number of accounts return to performing status in the oil & gas sector.  
 
In Wealth Management, gross impaired loans increased $96 million mainly due to one large International 
account and the impact of foreign exchange translation. 
 
Personal & Commercial Banking gross impaired loans increased $6 million from last quarter as higher 
impaired loans in Caribbean banking was partially offset by lower impaired loans in Canadian Banking  
 
Let’s now turn to our Canadian retail exposure on slide 16.  
 
With 86% of our loans secured and no participation in the subprime auto lending or credit cards, our retail 
portfolio is relatively conservative.  
The increase in credit card write-offs largely reflected seasonal trends following a similar seasonal uptick in 
delinquencies last quarter.  
 
Our 90-day plus Canadian retail delinquencies remained largely stable quarter over quarter.  
 
We discuss the performance of our mortgage portfolio on slide 17.  
 
This past quarter, we acquired a higher amount of portfolio insurance as part of our ongoing balance sheet 
management activities. 
 
Insured mortgages now represent 48% of our mortgage portfolio, which remains heavily weighted in Ontario 
and B.C. In both provinces, our 90-day plus delinquency rates remain low well below national level of 22 
basis points, which in itself it the lowest level in recent years.  
 
Given elevated house price appreciation over the past year, we continue to closely monitor new originations 
and the underlying debt serviceability of the borrower.  
 
We remain comfortable with our client’s ability to repay based upon the following:  
 
The quality of our mortgage originations remains strong, with average FICO scores similar to our existing 
portfolio.  
 
LTVs at origination are lower for higher levels of property prices in the GTA and GVA.  
 
We employ a risk-based approach to property valuation, including employing more extensive appraisals for 
higher-value properties.  
 
Approximately one third of our clients are on accelerated repayment plans.  
 
And finally, unemployment rates are low nationally. 
 
Overall, I am pleased with the performance of our lending portfolios this quarter. Should current conditions 
persist, I expect PCL to be around 25 basis points for the full year, subject to quarterly volatility.  
 
Turning to market risk on slide 18.  
 
Notwithstanding ongoing geopolitical risks and related market volatility, our average VaR remained relatively 
flat at $25 million and we had zero days of trading losses this quarter.  
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With that we’ll open the lines for Q&A, and over to you operator. 
 

 

Note to users: 
 
We use a variety of financial measures to evaluate our performance. In addition to generally accepted 
accounting principles (GAAP) prescribed measures, we use certain key performance and non-GAAP 
measures we believe provide useful information to investors regarding our financial condition and result of 
operations. Readers are cautioned that key performance measures, such as ROE and non-GAAP measures, 
including results excluding our share of a gain related to the sale of the U.S. operations of Moneris Solutions 
Corporation (Moneris gain on sale), our merchant card processing joint venture with the Bank of Montreal, to 
Vantiv Inc. (Vantiv) and operating leverage adjusting for higher legal and severance costs and the impact of 
the policy change in Capital Markets do not have any standardized meanings prescribed by GAAP, and 
therefore are unlikely to be comparable to similar measures disclosed by other financial institutions. 
 
Additional information about our ROE and non-GAAP measures can be found under the “Key performance 
and non-GAAP measures” sections of our Q2/2017 Report to Shareholders and our 2016 Annual Report. 
 
Definitions can be found under the “Glossary” sections in our Q2/2017 Supplementary Financial Information 
and our 2016 Annual Report. 

 

 


