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Toronto, January 28, 2013 -- Moody's Investors Service today downgraded the long-term ratings of six Canadian
banks concluding the review initiated on 26 October 2012. The long-term senior debt ratings of the banks were all
downgraded by 1 notch. We also removed systemic support from the ratings of all rated Canadian banks'
subordinated debt instruments, including those issued by Royal Bank of Canada (RBC). RBC's other ratings were
affirmed. The short term Prime-1 ratings of the Canadian banks were affirmed. All ratings for these banks now
have a stable outlook. Moody's special comment "Key drivers of Canadian bank rating actions"
(http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_149485) provides additional commentary on the
rationale behind today's actions. "Today's downgrade of the Canadian banks reflects our ongoing concerns that
Canadian banks' exposure to the increasingly indebted Canadian consumer and elevated housing prices leaves
them more vulnerable to unpredictable downside risks facing the Canadian economy than in the past." said David
Beattie, a Moody's Vice President. "Following today's actions, the Canadian banks still rank amongst the highest
rated banks in our global rating universe."

OVERVIEW OF TODAY'S ACTIONS

Bank of Montreal (BMO; downgraded to Aa3 stable from Aa2 for long-term deposits)

Bank of Nova Scotia (BNS; downgraded to Aa2 stable from Aa1 for long-term deposits)

Caisse centrale Desjardins (CcD; downgraded to Aa2 stable from Aa1 for long-term deposits)

Canadian Imperial Bank of Commerce (CIBC; downgraded to Aa3 stable from Aa2 for long-term deposits)

National Bank of Canada (NBC; downgraded to Aa3 stable from Aa2 for long-term deposits)

Toronto-Dominion Bank (TD; downgraded to Aa1 stable from Aaa for long-term deposits)

Please click on the following link to access the full list of affected credit ratings. This list is an integral part of this
press release and identifies each affected issuer: http://www.moodys.com/viewresearchdoc.aspx?
docid=PBC_149548

SUMMARY RATINGS RATIONALE

High levels of consumer indebtedness and elevated housing prices leave Canadian banks more vulnerable than in
the past to downside risks the Canadian economy faces:

By 30 September 2012, Canadian household debt to personal disposable income reached a record 165%, up from
137% as of 30 June 2007, as debt grew faster than personal incomes. Growth in consumer debt has been driven
by rising house prices, which have increased by approximately 20% since November 2007.

Downside risks to the Canadian economy have increased:

Moody's central scenario for Canada's gross domestic product (GDP) is for it to grow between 2% and 3% in
2013, but downside risks have increased. The open, commodity-oriented economy is exposed to external macro-
economic risks, which if they arise would have significant ramifications for the Canadian economy, and
consequently its banks.

NBC, BMO and BNS have sizeable exposure to volatile capital markets businesses:

Moody's believes that trading and investment banking activities expose financial firms to the risk of outsized losses
and risk management and controls challenges, and leave them highly dependent on the confidence of investors,
customers and counterparties.

Canadian banks' have noteworthy reliance on wholesale funding:

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_149548
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_149485


The Canadian bank's noteworthy reliance on confidence-sensitive wholesale funding, which is obscured by limited
public disclosure, increases their vulnerability to financial markets turmoil.

Moody's has removed systemic support from the ratings of all Canadian banks' subordinated debt instruments that
had benefited from support "uplift":

The rating agency believes the global trend towards imposing losses on junior creditors in the context of future
bank resolutions reduces the predictability of such support being provided to the sub-debt holders of the large
Canadian banks given the Canadian regulators' broad legislated resolution powers. The removal of support for
subordinated debt is consistent with recent actions we've taken elsewhere, including in many European countries,
reflecting the increased likelihood that sub-debt holders would be subject to burden sharing in the event support
was required.

SUMMARY OF BANK SPECIFIC RATING RATIONALE (listed alphabetically)

Bank of Montreal (BMO; Aa3 stable; C+/a2 stable)

Reflecting the smaller size of its Canadian residential mortgage business relative to peers, BMO has a high
proportionate exposure to unsecured and non-real estate secured consumer loans, (20% of total Canadian
consumer loans at 31 October 2012) which Moody's views as the debt category most likely to give rise to sizeable
incremental loss experience in the event of a sharp system-wide economic shock. In addition, BMO's capital
markets earnings contribution is the second highest in the peer group (25% at 31 October 2012) and BMO has
significant growth aspirations for its US mid-cap corporate and investment banking initiative which may increase its
reliance on inherently less stable capital markets earnings going forward.

The downgrade of BMO also resulted in a downgrade of its rated US subsidiaries, whose ratings benefit from
Moody's expectation of support for them from BMO. Specifically, BMO Financial Corp.'s issuer rating was lowered
to A3 from A2 and the long-term deposit rating of BMO Harris Bank, N.A., was lowered to A2 from A1. Moody's
standalone bank financial strength rating/baseline credit assessment of C/a3 on BMO Harris Bank, N.A., as well as
its Prime-1 short-term rating, were affirmed.

Bank of Nova Scotia (BNS; Aa2 stable; B-/a1 stable)

BNS has the most diversified earnings profile of the peer group at the business segment level and arguably the
most line of business diversification within those segments, given the numerous geographies in its international
division and its diversified capital markets lines of business. BNS has low historical earnings volatility evidencing
the consistent quality of execution against its diversification strategies. That being said, it has mid-peer group
levels of proportionate exposure to less well secured Canadian consumer debt relative to peers. BNS is also more
reliant upon confidence sensitive wholesale funding than its peers, a consideration which weighs on its credit
profile.

The downgrade of BNS also resulted in a downgrade of ING Bank of Canada, a domestic subsidiary that BNS
acquired in November 2012, as a result of the parental support incorporated in ING Bank of Canada's ratings.
Specifically, ING Bank of Canada's long-term deposit rating was lowered to Aa3 from Aa2 and the subordinated
debt rating was lowered to A2 from Aa3. Moody's standalone bank financial strength rating/baseline credit
assessment of C-/baa1 (negative outlook) on ING Bank of Canada, as well as its Prime-1 short-term rating, were
affirmed.

Canadian Imperial Bank of Commerce (CIBC; Aa3 stable; C+/a2 stable)

CIBC is the most reliant of the Canadian banks on domestic P&C earnings, which generated 71% of earnings in
2012. In the event of a sharp system-wide economic shock, or a prolonged period of low growth and low interest
rates, CIBC has only modest "shock absorbers" in the form of diversified earnings to offset earnings erosion
and/or capital charges attributable to increased Canadian consumer loan losses. Our review of CIBC's capital
markets growth aspirations has left us less concerned that the bank might return to its previous high reliance on
inherently less stable capital markets earnings.

Caisse Centrale Desjardins (CcD; Aa2 stable; C/a3 stable)

Among the peer group, Desjardins has the second highest exposure to Canadian consumer credit after CIBC. At
December 31, 2011, loans to individuals represented 78% of gross loans. This is offset in part by the group's bias
towards residential mortgage lending (82% of total consumer loans) and the diversification benefit from insurance
operations. While unsecured consumer credit is a relatively small proportion of total consumer assets, Desjardins'



operations. While unsecured consumer credit is a relatively small proportion of total consumer assets, Desjardins'
retail concentration means that non-real estate secured consumer credit exposure is still relatively high as a
proportion of Tier 1 capital at 146%. We highlight that Desjardins' concentration in Québec is in this instance an
advantage because it means that the group's exposure to the riskiest property markets (Vancouver and Toronto) is
very low. While household debt to income is lower in Québec than the rest of Canada (partly because the province
has a lower level of home ownership), leverage has increased, leaving consumers exposed to external macro-
economic shocks. As an export-oriented economy, Québec shares similar exposures to external economic events
as Canada as a whole.

National Bank of Canada (NBC; Aa3 stable; C/a3 stable)

NBC is the Canadian bank most reliant upon inherently less stable capital markets earnings, which generated 32%
of total earnings in 2012. Within capital markets, NBC's franchise is heavily oriented towards three concentrations;
(1) equity derivatives, (2) fixed income (NBC is the leading underwriter of Canadian government debt despite its
limited size) and, (3) Quebec investment banking. Reflecting this exposure, NBC also has the highest pre-tax
earnings volatility among peers (excepting only CIBC), measured over a five year period since 2007. NBC
maintains a relatively large trading inventory ($44.5 billion) which is required to support a trading business
concentrated in fixed income. In addition, NBC is also at the high end of the peer group in terms of concentrations
in unsecured and non-real estate secured Canadian consumer loans as a proportion of their Canadian consumer
loans, at approximately 20% at 31 October 2012, which will give rise to the highest levels of incremental loan
losses in a stress scenario.

Toronto Dominion Bank (TD; Aa1 stable; B/ aa3 stable)

TD has the lowest exposure to the capital markets earnings of the peer group (other than CcD), only medium
reliance upon Canadian P&C earnings (50% in full-year 2012) and a low concentration in less well secured
consumer loans. However, the increasing proportion of earnings contributed by its less well positioned US
subsidiary to the group's overall earnings and risk profile is the overriding driver behind today's rating actions for
this bank.

With regard to its US subsidiary, Moody's downgraded the standalone bank financial strength rating/baseline credit
assessment of TD Bank, N.A. to C+/a2 from B-/a1. The downgrade reflects the challenges that stem from parent
TD's growth ambitions in US commercial and retail banking. To achieve its parent's objectives, TD Bank, N.A.
continues to expand its business at an above-average rate, which poses risks for creditors. Moreover, as a
frequent acquirer in the US, TD has displayed a willingness to reintroduce integration risk on a periodic basis.

Nonetheless, Moody's acknowledges that TD has been successful in creating a diverse US banking franchise.
However, that franchise is less profitable than those of many higher-rated US regional banks and the expenses
associated with its continued growth, including ongoing de novo branch expansion, will remain significant going
forward.

TD Bank, N.A.'s long-term deposit rating, which continues to benefit from Moody's expectation of support from
parent TD, was downgraded to Aa3 from Aa2. However, the A1 issuer rating of TD Bank, N.A.'s immediate parent,
TD Bank US Holding Company, was confirmed. This reflects its growing capital base and declining double
leverage, trends that the rating agency expects will continue.

The principal methodology used in these ratings was Moody's Consolidated Global Bank Rating Methodology
published in June 2012. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides certain regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.



For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

The below contact information is provided for information purposes only. Please see the ratings tab of the issuer
page at www.moodys.com, for each of the ratings covered, Moody's disclosures on the lead analyst and the
Moody's legal entity that has issued the ratings.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE



HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations
that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."

 

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License
of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics
Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to
"wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
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representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act
2001. MOODY'S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity
securities of the issuer or any form of security that is available to retail clients. It would be dangerous for retail clients to
make any investment decision based on MOODY'S credit rating. If in doubt you should contact your financial or other
professional adviser.


