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Laurentian Bank reports net income of $28.3 million 
for the second quarter of 2010

Highlights of the second quarter 2010
• Net income of $28.3 million, up 34% from $21.2 million for 

the second quarter of 2009
• Return on common shareholders’ equity of 10.9%, compared 

to 8.5% for the second quarter of 2009
• Total revenue of $178.1 million, an increase of 15% from 

$154.8 million a year ago
• Loan losses of $16 million, unchanged from the fi rst quarter of 

2010, and up from $12 million in the second quarter of 2009
• Total loans and bankers’ acceptances increased by more than 

$2.4 billion, or 16%, over the last twelve months
• Signifi cant year-over-year improvement of the effi ciency ratio 

to 69.4%

Laurentian Bank of Canada reported net income of $28.3 million, 
or $1.06 diluted per common share, for the second quarter ended 
April 30, 2010, compared to net income of $21.2 million, or 
$0.76 diluted per common share, for the second quarter of 2009. 
Return on common shareholders’ equity was 10.9% for the quarter, 
compared to 8.5% for the corresponding period in 2009.

For the six months ended April 30, 2010, net income totalled 
$60.4 million or $2.26 diluted per common share, compared with net 
income of $46.2 million or $1.68 diluted per common share in 2009. 
Return on common shareholders’ equity was 11.6% for the six months 
ended April 30, 2010, compared to 9.3% for the same period in 2009.

Commenting on second-quarter results, Réjean Robitaille, President 
and Chief Executive Offi cer, mentioned: “We have maintained our 
momentum this quarter with earnings per share and ROE improving by 
39% and 27% respectively compared to the second quarter of 2009. 
Year-over-year, revenue growth of 15% once again demonstrated our 
ability to grow organically and contributed to strong positive operating 
leverage. Furthermore, we continued to generate signifi cant growth 
in our loan portfolio and improved the contribution from non-interest 
income. Overall, credit quality has stabilized in the quarter and certain 
portfolios, mainly on the retail side, have started to improve.”

“All our business segments contributed to the strong quarter. Net 
income in the Real Estate and Commercial and B2B Trust segments 
increased by 80% and 45% respectively, as they benefi tted from 
the improvement in net interest margins as well as higher loan and 
deposit volumes.”

CONTENTS
Financial Highlights ...................................................................................................2

Review of Business Highlights ......................................................................4

Management’s Discussion and Analysis .............................................5

Performance and Financial Objectives ..........................................................5

Consolidated Results ....................................................................................................6

Financial Condition .........................................................................................................8

Capital Management .....................................................................................................9

Risk Management ........................................................................................................10

Segmented Information ...........................................................................................12

Additional Financial Information – Quarterly Results .....................14

Accounting Policies.....................................................................................................15

Corporate Governance and Changes in Internal Control 
over Financial Reporting .....................................................................................17

Interim Consolidated Financial Statements ..................................18

Shareholder Information ...................................................................................32



Laurentian Bank
Second Quarter 2010
Report to Shareholders

2

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

RETURN ON COMMON SHAREHOLDERS’ EQUITY
AS A PERCENTAGE

7

10

13

16

10.0

8.5

11.6

15.3

12.3

10.9

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

DILUTED NET INCOME PER COMMON SHARE
IN DOLLARS

0.6

0.9

1.2

1.47

0.91

1.21

1.06

0.76

1.5

1.08

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

145

155

165

175

185

TOTAL REVENUE
IN MILLIONS OF DOLLARS

156.5 154.8

176.7
178.5 180.4

178.1

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

105

115

125

135

NON-INTEREST EXPENSES
IN MILLIONS OF DOLLARS

110.7

114.0

119.1

128.1

120.4

123.5

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

65

70

75

EFFICIENCY RATIO
NON-INTEREST EXPENSES AS A PERCENTAGE OF TOTAL REVENUE

70.7

73.7

67.4

71.8

66.7

69.4

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

18

20

22

24

BALANCE SHEET ASSETS
IN BILLIONS OF DOLLARS

19.9
20.4

21.3

22.2

23.2 23.1

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

13

14

15

ASSETS UNDER ADMINISTRATION
IN BILLIONS OF DOLLARS

13.2

13.7

14.2
14.3 14.3

14.7

Q1-09 Q2-09 Q3-09 Q4-09 Q1-10 Q2-10 Q3-10 Q4-10

BIS CAPITAL RATIO
AS A PERCENTAGE

TIER 1
TOTAL CAPITAL

10.1 10.0

10.8 11.0 11.0 10.9

8

10

12

14

12.1 12.0

12.8 13.0 12.9 12.8

Financial Highlights



Laurentian Bank
Second Quarter 2010

Report to Shareholders

3

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN MILLIONS OF DOLLARS, 
UNLESS OTHERWISE INDICATED (UNAUDITED)

APRIL 30
2010

APRIL 30
2009 VARIANCE

APRIL 30
2010

APRIL 30
2009 VARIANCE

Earnings
Net income  $ 28.3  $ 21.2  34 %  $ 60.4  $ 46.2  31 %

Net income available to common shareholders  $ 25.3  $ 18.2  39 %  $ 54.2  $ 40.0  36 %

Return on common shareholders’ equity1  10.9 %  8.5 %  11.6 %  9.3 %

Per common share
Diluted net income  $ 1.06  $ 0.76  39 %  $ 2.26  $ 1.68  35 %

Dividends declared  $ 0.36  $ 0.34  6 %  $ 0.72  $ 0.68  6 %

Book value1  $ 40.22  $ 36.83  9 %

Share price – close  $ 44.12  $ 28.80  53 %

Financial position
Balance sheet assets  $ 23,089  $ 20,403  13 %

Loans, bankers’ acceptances and assets purchased 
under reverse repurchase agreements, net  $ 17,555  $ 15,172  16 %

Personal deposits  $ 15,413  $ 14,490  6 %

Shareholders’ equity and debentures  $ 1,334  $ 1,282  4 %

Number of common shares – end of period (in thousands)   23,921   23,849  – %

Net impaired loans as a % of loans, bankers’ acceptances 
and assets purchased under reverse repurchase agreements  0.21 %  0.08 %

Capital ratios
Tier I BIS capital ratio  10.9 %  10.0 %

Total BIS capital ratio  12.8 %  12.0 %

Assets to capital multiple  18.3 x  17.3 x

Tangible common equity as a percentage of 
risk-weighted assets2  9.0 %  8.2 %

FINANCIAL RATIOS

Per common share
Price/earnings ratio (trailing four quarters)  9.2 x  7.4 x

Market to book value  110 %  78 %

Dividend yield  3.26 %  4.72 %  3.26 %  4.72 %

Dividend payout ratio  34.1 %  44.7 %  31.8 %  40.6 %

As a percentage of average assets
Net interest income  2.10 %  1.92 %  2.12 %  1.96 %

Provision for loan losses  0.29 %  0.24 %  0.28 %  0.24 %

Profi tability
Effi ciency ratio (non-interest expenses as 

a % of total revenue)  69.4 %  73.7 %  68.0 %  72.2 %

OTHER INFORMATION
Number of full-time equivalent employees   3,632   3,453

Number of branches   156   156

Number of automated banking machines   407   351
1  With regard to the calculation of the Return on common shareholders’ equity ratio, the Bank considers that net income is the best measure of profi tability and that common shareholders’ equity, excluding 

accumulated other comprehensive income, would be used as a capital measure. The calculation of the Bank’s book value is also based on common shareholders’ equity, excluding accumulated other 
comprehensive income.

2 Tangible common equity is defi ned as common shareholders’ equity, excluding accumulated other comprehensive income, less goodwill and contractual and customer relationship intangible assets.
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Laurentian Bank has yet again delivered signifi cant loan growth during 
the quarter. Since the beginning of the year, loans have increased 
by 8%. This growth furthers the diversifi cation of our portfolios and 
always conforms to our prudent approach to risk management. With 
approximately 40% of loans originating outside of Quebec, the Bank 
is geographically well diversifi ed. Similarly, the distribution of the loan 
portfolio provides good balance and reduces credit risk.

Laurentian Bank has been pursuing its growth across all of its activities 
over the past few years, guided by the strategies and business 
development initiatives that have been put into place. This is exemplifi ed 
by our loan and deposit portfolios which, over the past 3 years, have 
grown on average per year by more than 9% and 13% respectively. 
This growth is due to the agility that our business model offers.

More specifi cally, in the second quarter of 2010, business lines 
demonstrated solid performance. Moreover, their profi tability is 
core, strong and sustainable. This year, the RRSP campaign in the 
Retail and SME Quebec sector again reached a record level, despite 
economic conditions making it diffi cult for many to invest for their 
retirement. This successful campaign demonstrates the Bank’s ability 
to seize opportunities to strengthen and deepen client relationships. 
Similarly, the expansion of our sales teams serving businesses has 
helped to improve the quality of service and strengthen the client-
Bank bond. This in turn contributed to business loans increasing by 

almost $300 million since the beginning of the year. Furthermore, B2B 
Trust continues to maintain its leadership position among fi nancial 
intermediaries. The strong relationships that are being forged translate 
into steadily increasing loans and deposits. Finally, Laurentian Bank 
Securities is reaching more clients with the number of advisors now 
totalling 85.

The Bank is continuing its efforts to increase its profi le. Advertising 
campaigns in the Retail and SME Quebec segment and at B2B 
Trust are raising the level of awareness in the Bank’s target markets. 
The Bank is also involved, on a grass roots level, with several of the 
communities in which it operates. This too enhances the Bank’s profi le 
and puts into practice one of its core values, that of proximity.

It wouldn’t be possible to forge strong client relationships, raise the 
profi le of the Bank and build a well diversifi ed institution without 
employees who are fl exible and share in the entrepreneurial spirit. 
Thus, it is not only the agility of the business model but also the agility 
of all employees that will continue to contribute to the growth of 
Laurentian Bank.

Review of Business Highlights
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Management’s Discussion and Analysis
This Management’s Discussion and Analysis (MD&A) is a narrative 
explanation, through the eyes of management, of the Bank’s fi nancial 
condition as at April 30, 2010, and of how it performed during the 
three-month and six-month periods then ended. This MD&A, dated 
May 26, 2010, should be read in conjunction with the unaudited interim 
consolidated fi nancial statements for the second quarter of 2010. 

Supplemental information on risk management, critical accounting 
policies and estimates, and off-balance sheet arrangements is also 
provided in the Bank’s 2009 Annual Report.

Additional information about the Laurentian Bank of Canada, including 
the Annual Information Form, is available on the Bank’s website 
www.laurentianbank.ca and on SEDAR at www.sedar.com.

2010 OBJECTIVES
FOR THE SIX MONTHS ENDED

APRIL 30, 2010

Revenue growth 5% to 10% 15%
Effi ciency ratio 70% to 67% 68.0%
Return on common shareholders’ equity 10.0% to 12.0% 11.6%
Diluted net income per common share $4.00 to $4.70 $2.26
Tier I BIS capital ratio Minimum of 9.5% 10.9%

After six months, management believes that the Bank is well positioned to meet the 2010 objectives set at the beginning of the year, as shown 
in the table above.

Caution Regarding Forward-looking Statements
In this document and in other documents fi led with Canadian regulatory authorities or in other communications, Laurentian Bank of Canada 
may from time to time make written or oral forward-looking statements within the meaning of applicable securities legislation. Forward-
looking statements include, but are not limited to, statements regarding the Bank’s business plan and fi nancial objectives. The forward-
looking statements contained in this document are used to assist the Bank’s security holders and fi nancial analysts in obtaining a better 
understanding of the Bank’s fi nancial position and the results of operations as at and for the periods ended on the dates presented and may 
not be appropriate for other purposes. Forward-looking statements typically use the conditional, as well as words such as prospects, believe, 
estimate, forecast, project, expect, anticipate, plan, may, should, could and would, or the negative of these terms, variations thereof or similar 
terminology.

By their very nature, forward-looking statements are based on assumptions and involve inherent risks and uncertainties, both general and 
specifi c in nature. It is therefore possible that the forecasts, projections and other forward-looking statements will not be achieved or will 
prove to be inaccurate. Although the Bank believes that the expectations refl ected in these forward-looking statements are reasonable, it 
can give no assurance that these expectations will prove to have been correct.

The Bank cautions readers against placing undue reliance on forward-looking statements when making decisions, as the actual results 
could differ considerably from the opinions, plans, objectives, expectations, forecasts, estimates and intentions expressed in such forward-
looking statements due to various material factors. Among other things, these factors include capital market activity, changes in government 
monetary, fi scal and economic policies, changes in interest rates, infl ation levels and general economic conditions, legislative and regulatory 
developments, competition, credit ratings, scarcity of human resources and technological environment. The Bank further cautions that the 
foregoing list of factors is not exhaustive. For more information on the risks, uncertainties and assumptions that would cause the Bank’s 
actual results to differ from current expectations, please also refer to the Bank’s public fi lings available at www.sedar.com.

The Bank does not undertake to update any forward-looking statements, whether oral or written, made by itself or on its behalf, except to 
the extent required by securities regulations.

Performance and Financial Objectives
The following table presents management’s fi nancial objectives for 2010 and the Bank’s performance to date. These fi nancial objectives 
are based on the same assumptions noted on page 21 of the Bank’s 2009 Annual Report under the title “Key assumptions supporting the 
Bank’s objectives”.

2010 fi nancial objectives
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Three months ended April 30, 2010 compared to three months 
ended April 30, 2009

Net income was $28.3 million, or $1.06 diluted per common share, for 
the second quarter ended April 30, 2010, compared with $21.2 million, 
or $0.76 diluted per common share, for the second quarter of 2009.

Total revenue

Total revenue increased by more than 15% year-over-year to 
$178.1 million in the second quarter of 2010, compared with 
$154.8 million in the second quarter of 2009. The Bank’s net interest 
income increased to $117.6 million for the second quarter of 2010, 
from $94.1 million in the second quarter of 2009. The strong loan 
and deposit growth year-over-year combined with higher interest 
margins contributed to the 25.0% increase in net interest income. 
The low interest rate environment in 2009 had signifi cantly hampered 
profi tability last year. However, loan repricing measures introduced in 
2009 have contributed to improve margins starting in the second half 
of last year.

Other income was $60.5 million in the second quarter of 2010, 
compared to $60.7 million in the second quarter of 2009. 
Securitization income decreased $8.3 million compared to the same 
quarter a year ago, as a result of lower securitization gains ensuing 
from the tightening of credit spreads, as well as the effect of mark-
to-market revaluations on retained interests and related economic 
hedges [see note 3 to the interim fi nancial statements for further 
details on securitization activities]. However, offsetting the decline in 
securitization income, fees and commissions on loans and deposits, as 
well as credit insurance income improved appreciably. These increases 
further demonstrate the Bank’s ability to grow its core business and 
represent a signifi cant achievement as they largely compensated for 
the decrease in more volatile market driven income. Revenues from 
brokerage operations also increased markedly during the quarter, 
benefi tting from the overall improvements in market conditions.

Provision for loan losses 

The provision for loan losses amounted to $16.0 million in the second 
quarter of 2010, compared with $12.0 million in the second quarter 
of 2009. The increase mainly refl ects losses associated with a limited 
number of commercial accounts, which were impacted by the late 
consequences of the economic slowdown, as well as the signifi cantly 
higher loan volumes. Nonetheless, overall credit quality has remained 
satisfactory to date, with some improvements in retail portfolios as 
retail borrowers benefi tted from the recovering economic conditions. 
The Risk Management section below provides additional information 
on the credit quality of the Bank’s loan portfolios.

Non-interest expenses

Non-interest expenses totaled $123.5 million for the second quarter 
of 2010, compared to $114.0 million for the second quarter of 2009; 
an 8.3% year-over-year increase as the Bank continued to invest in 
its development. Salaries and employee benefi ts rose by $7.2 million, 
mainly as a result of salary increases and growth initiatives. Premises 
and technology costs also increased from $29.8 million for the second 
quarter of 2009 to $32.0 million for the second quarter of 2010. 
This increase is mainly explained by higher amortization expense 
related to IT development projects and overall increases in technology 
costs to support growth. Other non-interest expenses remained 
relatively unchanged.

As a result of the strong increase in revenues which more than offset 
the increase in expenses, the effi ciency ratio (non-interest expenses 
divided by total revenue) signifi cantly improved to 69.4% in the second 
quarter of 2010, compared with 73.7% in the second quarter of 2009.

Income taxes

For the quarter ended April 30, 2010, the income tax expense was 
$10.2 million and the effective tax rate was 26.5%. The lower tax rate, 
compared to the statutory rate, mainly resulted from the favourable 
effect of holding investments in Canadian securities that generate 
non-taxable dividend income and the lower taxation level on revenues 
from credit insurance operations. For the quarter ended April 30, 2009, 
the income tax expense was $7.6 million and the effective tax rate 
was 26.4%.

Six months ended April 30, 2010 compared to six months 
ended April 30, 2009

For the six months ended April 30, 2010, net income totalled 
$60.4 million or $2.26 diluted per common share, compared with net 
income of $46.2 million or $1.68 diluted per common share in 2009.

Total revenue

Total revenue improved to $358.6 million for the six months ended 
April 30, 2010, compared to $311.3 million for the six months ended 
April 30, 2009. Net interest income increased from $192.8 million for 
the six months ended April 30, 2009 to $238.3 million for the same 
period in 2010, as a combined result of higher net interest margins 
and higher loan and deposit volumes. Other income improved slightly, 
as higher fees and commissions resulting from overall business 
growth and higher brokerage revenues more than offset lower 
securitization income.

Consolidated Results



Laurentian Bank
Second Quarter 2010

Report to Shareholders

7

Provision for loan losses

The provision for loan losses amounted to $32.0 million for the six 
months ended April 30, 2010, compared to $24.0 million for the six 
months ended April 30, 2009. The increase essentially relates to 
commercial loan portfolios, while the credit quality of consumer loan 
portfolios has continued to improve.

Non-interest expenses

Non-interest expenses totaled $243.9 million for the six months ended 
April 30, 2010, compared to $224.8 million for the six months ended 
April 30, 2009. The increase is principally attributable to higher salaries 
and growth initiatives. Premises and technology costs also increased 
as a result of higher amortization expense related to IT development 
projects and overall increases in technology costs to support higher 
business activity levels. Other non-interest expenses remained 
relatively unchanged. For the six months ended April 30, 2010, the 
effi ciency ratio improved signifi cantly to 68.0%, compared to 72.2% 
for the six months ended April 30, 2009.

Income taxes

For the six months ended April 30, 2010, the income tax expense 
was $22.3 million and the effective tax rate was 26.9%, compared to 
$16.3 million and 26.1% for the six months ended April 30, 2009. The 
lower tax rate, compared to the statutory rate, mainly resulted from the 
favourable effect of holding investments in Canadian securities that 
generate non-taxable dividend income, as well as the lower taxation 
level on revenues from credit insurance operations, as noted above. In 
addition, income taxes for the six-month period ended April 30, 2010 
included the unfavourable effect on future tax assets of the reduction 
to Ontario’s provincial business tax rates which became effective 
during the fi rst quarter.

Second quarter 2010 compared to fi rst quarter 2010

Net income was $28.3 million for the second quarter of 2010, 
compared to $32.0 million for the fi rst quarter ended January 31, 2010. 
Net interest income decreased by $3.1 million, mainly as a result of 
three fewer days in the quarter. Net interest margin stood at 2.10% 
in the second quarter of 2010, only slightly lower than for the fi rst 
quarter of 2010 where it stood at 2.13%. This decrease was mainly 
due to changes in business mix and pressure on pricing. Other revenue 
increased slightly compared to the fi rst quarter of 2010, as higher 
fees and commissions on loans and deposits, as well as higher income 
from treasury and fi nancial market operations more than offset lower 
securitization income.

The provision for loan losses amounted to $16.0 million in the second 
quarter of 2010, unchanged compared to the fi rst quarter of 2010. 
Higher losses in commercial loans and commercial mortgages during 
the second quarter of 2010 were offset by improvements in retail 
portfolios, when compared to the fi rst quarter of 2010.

Non-interest expenses increased by $3.2 million compared with the 
fi rst quarter of 2010. The increase mainly relates to salaries and 
employee benefi ts partially refl ecting the effect of annual increases 
effective as of January 1st .
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Residential mortgage portfolio

IN THOUSANDS OF DOLLARS (UNAUDITED)
AS AT APRIL 30

2010
AS AT OCTOBER 31

2009 VARIANCE

On-balance sheet residential mortgage loans  $ 8,101,340  $ 7,219,830  $ 881,510

Securitized residential mortgage loans (off-balance sheet) 2,590,808 2,702,762 (111,954)

Total residential mortgage loans, including securitized loans  $ 10,692,148  $ 9,922,592  $ 769,556

Condensed balance sheet

IN THOUSANDS OF DOLLARS (UNAUDITED)
AS AT APRIL 30

2010
AS AT OCTOBER 31

2009
AS AT APRIL 30

2009

ASSETS

 Cash resources  $ 258,061  $ 300,616  $ 301,947

 Securities   4,143,430   4,432,183   3,789,812

 Assets purchased under reverse repurchase agreements   569,066   536,064   539,859

 Loans, net   16,837,773   15,601,307   14,499,055

 Other assets   1,280,683   1,294,610   1,272,464

 $ 23,089,013  $ 22,164,780  $ 20,403,137

LIABILITIES AND SHAREHOLDERS’ EQUITY

 Deposits  $ 18,736,752  $ 18,299,966  $ 17,260,763

 Other liabilities   3,018,525   2,543,588   1,860,796

 Subordinated debentures   150,000   150,000   150,000

 Shareholders’ equity   1,183,736   1,171,226   1,131,578

 $ 23,089,013  $ 22,164,780  $ 20,403,137

Financial Condition

Balance sheet assets increased by more than $0.9 billion from year-
end 2009 and stood at $23.1 billion at April 30, 2010. Over the 
last twelve months, balance sheet assets increased by $2.7 billion 
or 13.2%.

Liquid assets

Liquid assets, including cash, deposits with other banks, securities and 
assets purchased under reverse repurchase agreements, decreased 
by $298.3 million from year-end 2009, as the Bank gradually reduced 
its level of liquid assets to fund loan disbursements. Nonetheless, the 
Bank continues to maintain a relatively high level of liquidity to further 
support its growth.

Loan portfolio

The portfolio of loans and bankers’ acceptances stood at $17.1 billion 
at April 30, 2010, up $1.2 billion from October 31, 2009. The Bank 
had another solid quarter of loan growth, up $533.4 million after 
new securitizations of $182.6 million. Since the beginning of the 
year, residential mortgages, including securitized loans, increased by 
$769.6 million, as detailed below.

Commercial mortgages and commercial loans, including bankers’ 
acceptances increased by $124.0 million and $98.5 million, respectively, 
as the Bank continues to capitalize on growth opportunities in the 

Canadian market. Personal loans increased by $73.7 million, mainly 
refl ecting growth in investment loans and home equity lines of credit.
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Deposits

Total personal deposits increased by $274.6 million since the 
beginning of the year to $15.4 billion as at April 30, 2010, as growth 
of more than $300 million during the second quarter of 2010 more 
than compensated the slight decrease of the fi rst quarter. The Bank 
continues to actively manage its liquidity levels to meet funding 
requirements, while exercising rigorous control on pricing. As a result, 
deposit growth remains tightly managed, with the focus kept on retail 
deposit gathering. Retail deposits continue to be a particularly stable 
source of fi nancing for the Bank, owing to their availability and lower 
cost when compared to institutional deposits. Since the beginning of 
the year, business and other deposits increased by $162.2 million, for a 
total $436.8 million increase in deposits. As at April 30, 2010, personal 
deposits accounted for 82.3% of total deposits of $18.7 billion.

Shareholders’ equity

Shareholders’ equity stood at $1,183.7 million as at April 30, 2010, 
compared with $1,171.2 million as at October 31, 2009. The increase 
in shareholders’ equity mainly results from net income accumulated 
during the fi rst six months of the year; partly offset by a decrease in 
accumulated other comprehensive income.

The Bank’s book value per common share, excluding accumulated 
other comprehensive income, was $40.22 as at April 30, 2010, 
compared to $38.68 as at October 31, 2009. There were 23,920,962 
common shares and 54,075 share purchase options outstanding as at 
May 18, 2010.

Assets under administration

Assets under administration increased by $0.4 billion from October 31, 
2009 and amounted to $14.7 billion as at April 30, 2010, and increased 
by $1.0 billion from April 30, 2009 where they stood at $13.7 billion. 
The increase compared with April 30, 2009 is attributable to the 
recovery in market value of the assets under administration, mainly 
as they relate to self-directed RRSPs, client brokerage assets and 
mutual funds.

Regulatory capital – BIS

IN THOUSANDS OF DOLLARS, EXCEPT PERCENTAGE AMOUNTS (UNAUDITED)
AS AT APRIL 30

2010
AS AT OCTOBER 31

2009
AS AT APRIL 30

2009

Total – Tier 1 capital (A)  $ 1,081,593  $ 1,045,824  $ 989,048

Tier I BIS capital ratio (A/C)  10.9 %  11.0 %  10.0 %

Total – capital (B)  $ 1,270,338  $ 1,235,866  $ 1,181,510

Total BIS capital ratio (B/C)  12.8 %  13.0 %  12.0 %

Total risk-weighted assets (C)  $ 9,924,365  $ 9,480,823  $ 9,869,714

Assets to capital multiple  18.3 x  18.0 x  17.3 x

Tangible common equity as a percentage of risk-weighted assets1  9.0 %  9.1 %  8.2 %
1 Tangible common equity is defi ned as common shareholders’ equity, excluding accumulated other comprehensive income, less goodwill and contractual and customer relationship intangible assets.

Capital Management
The regulatory Tier I capital of the Bank reached $1,081.6 million as at April 30, 2010, compared with $1,045.8 million as at October 31, 2009. 
The BIS Tier 1 and total capital ratios stood at 10.9% and 12.8%, respectively, as at April 30, 2010, compared to 11.0% and 13.0%, respectively, 
as at October 31, 2009. These ratios remain strong. The tangible common equity ratio of 9.0% also refl ects the high quality of the Bank’s capital. 
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Risk-weighted assets

IN THOUSANDS OF DOLLARS (UNAUDITED)
AS AT APRIL 30

2010
AS AT OCTOBER 31

2009
AS AT APRIL 30

2009

Balance sheet items

 Cash resources  $ 9,822  $ 12,697  $ 43,110

 Securities   285,836   220,257   229,296

 Mortgage loans   3,528,327   3,222,867   2,874,258

 Other loans and customers’ liabilities under acceptances   3,818,244   3,807,878   4,834,747

 Other assets   527,396   516,561   458,061

Total – balance sheet items   8,169,625   7,780,260   8,439,472

Off-balance sheet items   557,302   547,050   326,254

Operational risk   1,197,438   1,153,513   1,103,988

Total – risk-weighted assets  $ 9,924,365  $ 9,480,823  $ 9,869,714

Provision for loan losses recorded in the consolidated statement of income

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS (UNAUDITED)
APRIL 30

2010
JANUARY 31

2010
APRIL 30

2009
APRIL 30

2010
APRIL 30

2009

Loan portfolios

 Personal loans  $ 7,591  $ 8,658  $ 7,969  $ 16,249  $ 17,142

 Residential mortgages   170   263   126   433   796

 Commercial mortgages   3,069   794   6   3,863   25

 Commercial and other loans   5,170   6,285   3,899   11,455   6,037

Total  $ 16,000  $ 16,000  $ 12,000  $ 32,000  $ 24,000

Basel Committee on Banking Supervision 
new proposed capital and liquidity regulation

In December 2009, the Basel Committee on Banking Supervision 
published proposals on new capital and liquidity requirements. The 
Bank participated during the quarter in a worldwide quantitative impact 
study (QIS) whose purpose is to help global regulators refi ne their 
proposals and defi ne new minimum capital and liquidity requirements. 
These new guidelines are not expected to become regulation until late 
2012 at the earliest. Therefore, at this stage, it is too early to determine 
the defi nitive impact on capital ratios and liquidity requirements, 
considering the proposals are likely to change between now and when 
fi nal rules take effect.

Dividends

At its meeting on May 26, 2010, the Board of Directors declared regular 
dividends on the various series of preferred shares to shareholders 
of record on June 9, 2010. Also at the same meeting, the Board of 
Directors declared a dividend of $0.36 per common share, payable on 
August 1, 2010, to shareholders of record on July 2, 2010.

Risk Management

The Bank is exposed to various types of risks owing to the nature 
of its activities. These risks are mainly related to the use of fi nancial 
instruments. In order to manage these risks, controls such as risk 
management policies and various risk limits have been implemented. 
These measures aim to optimize the risk/return ratio in all operating 
segments. For additional information regarding the Bank’s Risk 
Management Framework, please refer to the 2009 Annual Report.

Credit risk

The following sections provide further details on the credit quality 
of the Bank’s loan portfolios. Note 2 to these interim consolidated 
fi nancial statements also provides detailed information on the Bank’s 
loan portfolios and related credit exposures.
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The provision for loan losses amounted to $16.0 million in the second 
quarter of 2010, unchanged compared to the fi rst quarter of 2010 and 
increased from $12.0 million in the second quarter of 2009.

The increase year-over-year mainly refl ects the higher losses in 
commercial loans and commercial mortgages, where certain commercial 
businesses were relatively more impacted by the late consequences 

of the economic slowdown, as well as the signifi cantly higher loan 
volumes. Compared to the fi rst quarter of 2010, higher losses in 
commercial mortgages were offset by improvements in retail portfolios. 
Losses on commercial loans and commercial mortgages during the 
second quarter of 2010 resulted from a limited number of accounts.

Allowance for loan losses
IN THOUSANDS OF DOLLARS, EXCEPT PERCENTAGE AMOUNTS 
(UNAUDITED)

AS AT APRIL 30
2010

AS AT JANUARY 31
2010

AS AT OCTOBER 31
2009

AS AT APRIL 30
2009

Gross impaired loans  $ 161,930  $ 157,373  $ 137,494  $ 125,677

Allowance for loan losses   124,178   121,364   114,546   113,129

Net impaired loans  $ 37,752  $ 36,009  $ 22,948  $ 12,548

Impaired loans as a % of loans, bankers’ acceptances and 
assets purchased under reverse repurchase agreements

  Gross  0.92 %  0.90 %  0.83 %  0.82 %

  Net  0.21 %  0.21 %  0.14 %  0.08 %

Gross impaired loans stood at $161.9 million at April 30, 2010, 
compared to $157.4 million as at January 31, 2010 and $137.5 million 
at October 31, 2009. The increase since October 31, 2009 essentially 
results from commercial loans and mortgages, as the credit quality of 
retail portfolios has improved signifi cantly. Net impaired loans stood 
at $37.8 million at April 30, 2010 (representing 0.21% of total loans, 
bankers’ acceptances and assets purchased under reverse repurchase 
agreements), compared to $23.0 million (0.14%) at October 31, 2009. 
The lower level of relative provisioning mainly results from the good 
quality of the underlying collateral of the newly impaired loans.

Market risk

Market risk corresponds to the fi nancial losses that the Bank could incur 
due to unfavourable fl uctuations in the value of fi nancial instruments 

following variations in the parameters underlying their valuation, such 
as interest rates, exchange rates or quoted stock market prices. This 
risk is inherent to the Bank’s fi nancing, investment, trading and asset 
and liability management (ALM) activities.

The purpose of ALM activities is to control structural interest rate 
risk, which corresponds to the potential negative impact of interest 
rate movements on the Bank’s revenues and economic value. 
Dynamic management of structural risk is intended to maximize the 
Bank’s profi tability while preserving the economic value of common 
shareholders’ equity. As at April 30, 2010, the effect on the economic 
value of common shareholders’ equity and on net interest income 
before taxes of a sudden and sustained 1% increase in interest rates 
remained low and was as follows.

Structural interest rate sensitivity

IN THOUSANDS OF DOLLARS (UNAUDITED)
AS AT APRIL 30

2010
AS AT OCTOBER 31

2009

Increase (decrease) in net interest income before taxes over the next 12 months  $ 2,600  $ (4,779)

Change in the economic value of common shareholders’ equity (Net of income taxes)  $ (12,034)  $ (19,626)

While keeping the overall level of risk well under control, the Bank 
is actively managing its interest rate sensitivity position in order to 
benefi t from current interest rate conditions.
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Segmented Information

This section outlines the Bank’s operations according to its 
organizational structure. Services to individuals, businesses, fi nancial 
intermediaries and institutional clients are offered through the 
following business segments:

• Retail & SME Quebec
• Real Estate & Commercial
• B2B Trust
• Laurentian Bank Securities and Capital Markets
• Other

As of November 1, 2009, certain capital market activities which 
were previously reported in the Other segment are now reported 
with Laurentian Bank Securities activities under the newly formed 
Laurentian Bank Securities and Capital Markets business segment. 
In addition, foreign exchange and international services, which were 
also formerly reported in the Other segment, are now reported in the 
Real Estate & Commercial segment. The Retail & SME Quebec and 
B2B Trust business segments were not affected by this reorganization. 
Comparative fi gures were reclassifi ed to conform to the current 
period presentation.

Retail & SME Quebec
FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS, EXCEPT 
PERCENTAGE AMOUNTS (UNAUDITED)

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Total revenue  $ 111,382  $ 112,503  $ 103,770  $ 223,885  $ 208,569

Provision for loan losses  $ 11,542  $ 9,790  $ 8,129  $ 21,332  $ 17,664

Net income  $ 10,082  $ 12,552  $ 9,756  $ 22,634  $ 19,936

Effi ciency ratio  78.4 %  76.9 %  80.1 %  77.6 %  79.3 %

The Retail & SME Quebec business segment’s contribution to net 
income improved 3%, totalling $10.1 million for the second quarter 
of 2010, compared with $9.8 million for the second quarter of 2009.

Total revenue increased by $7.6 million, from $103.8 million in the 
second quarter of 2009 to $111.4 million in the second quarter 
of 2010, as a result of higher loan and deposit volumes, as well 
as higher fee income. However, net interest margins were under 
pressure during the quarter, due to the particularly low interest rate 
environment and sustained competition on fi xed term retail products. 
Loan losses increased from $8.1 million in the second quarter of 2009 
to $11.5 million in the second quarter of 2010, essentially as a result 
of a single commercial account, as otherwise, the credit quality of 
retail loan portfolios has improved. Non-interest expenses increased 

by 5% or $4.2 million, from $83.1 million in the second quarter of 
2009 to $87.3 million in the second quarter of 2010, mainly as a result 
of annual increases in salaries, as well as an increase in the number 
of employees.

For the six months ended April 30, 2010, net income improved by 
14% to $22.6 million, as higher revenue more than offset increases in 
loan losses and expenses.

Balance sheet highlights
• Loans up 9% or $ 950 million over the last 12 months
• Increase in deposits of $ 750 million over the last 12 months, to 

$8.7 billion as at April 30, 2010

Real Estate & Commercial

Foreign exchange and international services, which were reported in the Other segment, are now reported in the Real Estate & Commercial 
segment. Comparative fi gures were reclassifi ed to conform to the current period presentation.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS, EXCEPT 
PERCENTAGE AMOUNTS (UNAUDITED)

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Total revenue  $ 29,125  $ 27,590  $ 21,124  $ 56,715  $ 41,110

Provision for loan losses  $ 3,984  $ 5,150  $ 3,161  $ 9,134  $ 4,815

Net income  $ 13,655  $ 12,688  $ 7,600  $ 26,343  $ 15,640

Effi ciency ratio  19.1 %  15.4 %  32.7 %  17.3 %  32.9 %

The Real Estate & Commercial business segment’s contribution to net 
income improved 80%, reaching $13.7 million for the second quarter 
of 2010, compared with $7.6 million for the second quarter of 2009.

Total revenue increased by $8.0 million, from $21.1 million in the 
second quarter of 2009 to $29.1 million in the second quarter of 
2010. Higher loan volumes, better interest margins resulting from 
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repricing measures initiated last year, and overall strong business 
growth contributed to improve revenues. Loan losses were slightly 
higher at $4.0 million (6.2 basis points to average loans and bankers’ 
acceptances) in the second quarter of 2010, compared to $3.2 million 
(6.0 basis points to average loans and bankers’ acceptances) in 
the second quarter of 2009 as a result of a limited number of 
accounts requiring provisions and higher loan volumes. Nonetheless, 
management remains cautiously optimistic about credit quality in the 
commercial book for the remainder of the year. Non-interest expenses 
decreased by $1.3 million to $5.6 million in the second quarter of 
2010, from $6.9 million in the second quarter of 2009.

For the six months ended April 30, 2010, net income improved by 
68% to $26.3 million. Revenues for the six months ended April 2010 
increased essentially for the same reasons as noted above. In addition, 
expenses for the six months ended April 2010 decreased, as a result 
of good cost control and certain operational loss provisions amounting 
to $2.8 million were reversed during the fi rst six months of 2010. Also, 
loan losses increased as noted above.

Balance sheet highlight
• Loans and BAs up 22% or more than $500 million over the last 

12 months

B2B Trust 
FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS, EXCEPT 
PERCENTAGE AMOUNTS (UNAUDITED)

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Total revenue  $ 29,635  $ 29,837  $ 23,913  $ 59,472  $ 47,414

Provision for loan losses  $ 474  $ 1,060  $ 710  $ 1,534  $ 1,521

Net income  $ 11,359  $ 11,061  $ 7,833  $ 22,420  $ 15,959

Effi ciency ratio  43.0 %  42.3 %  49.1 %  42.6 %  47.5%

The B2B Trust business segment’s contribution to net income 
improved 45%, reaching $11.4 million in the second quarter of 2010, 
compared with $7.8 million in the second quarter of 2009.

Total revenue increased by $5.7 million, from $23.9 million in the 
second quarter of 2009, to $29.6 million in the second quarter of 
2010. Net interest income increased markedly by $5.4 million as a 
combined result of volume growth and improved margins. Results for 
the second quarter of 2009 were particularly affected by the lower 
interest rate environment, as well as the promotional pricing related 
to the launch of the High Interest Investment Account. Loan losses, 
including losses on investment lending activities, remained low at 
$0.5 million in the second quarter of 2010, compared with $0.7 million 

in the second quarter of 2009. Non-interest expenses increased 
slightly to $12.8 million in the second quarter of 2010, compared with 
$11.7 million in the second quarter of 2009, mainly as a result of 
higher salary and employee benefi ts.

For the six months ended April 30, 2010, net income improved by 
40% to $22.4 million, as higher revenue more than offset increases in 
expenses, essentially for the same reasons as noted above.

Balance sheet highlights
• Loans up 19% or $800 million over the last 12 months
• Increase in deposits of $1.0 billion over the last 12 months, 

to $9.4 billion as at April 30, 2010

Laurentian Bank Securities and Capital Markets

As of November 1, 2009, certain Bank’s capital market activities which were previously reported in the Other segment are now reported with 
Laurentian Bank Securities activities under the newly formed Laurentian Bank Securities and Capital Markets business segment. Comparative 
fi gures were reclassifi ed to conform to the current period presentation.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS, EXCEPT 
PERCENTAGE AMOUNTS (UNAUDITED)

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Total revenue  $ 15,280  $ 14,487  $ 14,013  $ 29,767  $ 26,275

Net income  $ 2,586  $ 1,834  $ 3,344  $ 4,420  $ 5,867

Effi ciency ratio  76.3 %  80.6 %  65.8 %  78.4 %  68.0 %

The Laurentian Bank Securities and Capital Markets business 
segment’s contribution to net income amounted to $2.6 million 
in the second quarter of 2010, compared with $3.3 million in the 
second quarter of 2009. Revenues continued their progression and 
increased by 9% to $15.3 million in the second quarter of 2010, 
mainly as a result of the strong performance from Laurentian Bank 

Securities Institutional Equity and Retail operations, which more 
than compensated the decline from the other capital markets 
operations. Non-interest expenses increased to $11.7 million in the 
second quarter of 2010, from $9.2 million in the second quarter of 
2009, due primarily to an increase in variable compensation in the 
brokerage business.
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For the six months ended April 30, 2010, net income decreased by 
25% or $1.5 million compared to the same period last year, as the 
increase in revenues from Laurentian Bank Securities was offset by 
lower income from other capital market operations and higher non-
interest expenses. The increase in expenses essentially results from 
variable compensation in the brokerage business.

Balance sheet highlight
• Assets under management up 27% or $468 million over the last 

12 months

The Other sector posted a negative contribution to net income of 
$9.3 million in the second quarter of 2010, compared with a negative 
contribution of $7.4 million in the second quarter of 2009. Net interest 
income improved to negative $8.7 million in the second quarter of 
2010, compared to negative $17.8 million in the second quarter of 
2009. In the second quarter of 2009, net interest income had been 
particularly affected by higher funding costs and lower margins 
on liquid assets. Other income for the second quarter of 2010 was 
$1.4 million, compared to $9.7 million for the second quarter of 2009. 
This decrease mainly results from lower income from securitization.

For the six months ended April 30, 2010, the negative contribution 
stood at $15.5 million, compared to negative $11.2 million for the six 
months ended April 30, 2009. Net interest income improved, as noted 
above, as the interest rate conditions were more favourable. However, 
securitization income declined as credit spreads narrowed and the 
Bank focused less on securitization for funding purposes, having 
witnessed a solid infl ow of retail deposits.

Additional Financial Information – Quarterly Results
IN THOUSANDS OF DOLLARS, 
EXCEPT PER SHARE AND 
PERCENTAGE AMOUNTS (UNAUDITED)

APRIL 30
2010

JANUARY 31
2010

OCTOBER 31
2009

JULY 31
2009

APRIL 30
2009

JANUARY 31
2009

OCTOBER 31
2008

JULY 31
2008

Total revenue $ 178,113 $ 180,449 $ 178,540 $ 176,657 $ 154,768 $ 156,537 $ 152,811 $ 171,095

Income from continuing operations $ 28,349 $ 32,014 $ 26,779 $ 28,683 $ 21,155 $ 25,047 $ 22,910 $ 30,937

Net income $ 28,349 $ 32,014 $ 38,248 $ 28,683 $ 21,155 $ 25,047 $ 27,333 $ 30,937

Income per common share from 
continuing operations

  Basic $ 1.06 $ 1.21 $ 0.99 $ 1.08 $ 0.76 $ 0.92 $ 0.84 $ 1.17

  Diluted $ 1.06 $ 1.21 $ 0.99 $ 1.08 $ 0.76 $ 0.91 $ 0.84 $ 1.17

Net income per common share

  Basic $ 1.06 $ 1.21 $ 1.47 $ 1.08 $ 0.76 $ 0.92 $ 1.02 $ 1.17

  Diluted $ 1.06 $ 1.21 $ 1.47 $ 1.08 $ 0.76 $ 0.91 $ 1.02 $ 1.17

Return on common 
shareholders’ equity1  10.9 % 12.3 % 15.3 % 11.6 % 8.5 % 10.0 % 11.5 % 13.4 %

Balance sheet assets 
(in millions of dollars) $ 23,089 $ 23,184 $ 22,165 $ 21,316 $ 20,403 $ 19,868 $ 19,579 $ 19,301

1  With regard to the calculation of the Return on common shareholders’ equity ratio, the Bank considers that net income is the best measure of profi tability and that common shareholders’ equity, excluding 
accumulated other comprehensive income, would be used as a capital measure. The calculation of the Bank’s book value is also based on common shareholders’ equity, excluding accumulated other 
comprehensive income.

Other Sector

Certain Bank capital market activities, as well as foreign exchange and international services, which were previously reported in the Other 
segment, are now reported with the Laurentian Bank Securities and Capital Markets and Real Estate & Commercial business segments. 
Comparative fi gures were reclassifi ed to conform to the current period presentation.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS (UNAUDITED)
APRIL 30

2010
JANUARY 31

2010
APRIL 30

2009
APRIL 30

2010
APRIL 30

2009

Total revenue  $ (7,309)  $ (3,968)  $ (8,052)  $ (11,277)  $ (12,063)

Net loss  $ (9,333)  $ (6,121)  $ (7,378)  $ (15,454)  $ (11,200)
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A summary of the Bank’s signifi cant accounting policies is presented 
in notes 2 and 3 of the 2009 audited annual consolidated fi nancial 
statements. Pages 51 to 53 of the 2009 Annual Report also contain 
a discussion of critical accounting policies and estimates which refers 
to material amounts reported in the consolidated fi nancial statements 
or require management’s judgment. The interim consolidated fi nancial 
statements for the second quarter of 2010 have been prepared in 
accordance with these accounting policies.

Future changes in accounting policy 

International Financial Reporting Standards 

In February 2008, the AcSB confi rmed the convergence of fi nancial 
reporting standards for Canadian public companies with International 
Financial Reporting Standards (IFRS). The Bank will use IFRS for 
interim and annual fi nancial statements relating to fi scal periods 
beginning on or after November 1, 2011.

The Bank has prepared a conversion plan and assembled a project 
team, including both internal and external resources, to coordinate 
and execute the conversion to IFRS. The Bank considers having the 
appropriate resources to fi nalize the IFRS conversion plan on schedule.

The conversion plan consists of the following phases:
• Preliminary assessment – This phase serves to heighten 

management’s awareness of the key conversion issues and 
establish a timeline mapping out the Bank’s priorities with regard to 
analyses and signifi cant issues.

• Financial standards analysis – This phase consists of a detailed 
assessment of the quantitative, qualitative and technological impact 
of IFRS implementation.

• Selection of key accounting policies – The initial adoption of IFRS 
will require the Bank to make certain elections.

• Implementation – This phase consists of implementing the necessary 
information systems to comply with the new IFRS requirements.

The Bank completed its preliminary assessment of the IFRS impact 
during the planning stage of the project in early 2009. Work on the 
fi nancial standards analysis is well underway and nearly completed 
at the end of the second quarter, subject to changes to IFRS by the 
International Accounting Standards Board (IASB). The selection of 
key accounting policies are currently being assessed concurrently 
with standards analysis. The Bank is now progressing to the 
implementation of the necessary changes to processes and systems. 
The implementation phase is expected to be completed by the end 
of fi scal 2011. The Bank has therefore not fi nalized the estimation 
and analysis of the expected fi nancial impact on the Bank’s reported 
results from the change to IFRS as at the end of the second quarter 
of 2010.

Another important component of the IFRS conversion plan consists of 
training key fi nance and operational staff. This is an ongoing process 
which was initiated in 2008. As the Bank progresses in the conversion 
plan in 2010, it will communicate educational information of the IFRS 
implications to the various constituents affected by the change. The 
Bank has put in place a Steering Committee that is responsible to 
ensure the conversion plan is adequately followed. The Bank’s Board 
of Directors, mainly through the Audit Committee members, are also 
involved in the IFRS conversion plan. They receive quarterly reviews of 
the timeline for implementation, the implications of IFRS standards on 
the business and an overview of the impact on the fi nancial statements. 
The Audit Committee will continue to receive quarterly project status 
updates to ensure proper oversight of the conversion project.

The following project statuses have been presented to the Audit 
Committee:

First quarter of 2010
• A preliminary IFRS analysis, which consisted of an assessment 

of the quantitative, qualitative and technological impact of IFRS 
implementation;

• A list of potential accounting policy choices at the transition date 
and going forward;

• A list of technological changes which have been identifi ed with 
respect to certain items, namely hedging, securitization, impaired 
loans, share-based compensation and customer loyalty programs. 
The necessary adjustments to the information system supporting 
these items are expected to be completed before the end of the 
year 2010.

Second quarter of 2010
• An assessment of the main IFRS disclosure impacts, based on 

the year end October 31, 2009 fi nancial statements. This exercise 
was aimed at identifying the areas where additional information of 
disclosure is required.

• A communication plan highlighting the impact for all the identifi ed 
constituents.

Accounting Policies
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The following key areas of difference between the Bank’s current 
accounting practices and the corresponding accounting treatment 
under IFRS have been identifi ed:

a) Loan provisioning

In line with current Canadian GAAP, the Bank’s provisioning for impaired 
loans is designed to take account incurred losses in the Bank’s loan 
portfolio. This principle will not change as IFRS also currently require 
that provisioning be based on incurred losses. However, under IFRS, 
loan losses and allowances will be presented based on whether they 
are assessed individually or collectively for groups of similar loans. The 
methodologies to calculate these provisions are still being developed. 
As a result, there may be changes in the amount of the Bank’s collective 
provisioning, mainly for loans which are not classifi ed as impaired.

Provisions for loan losses must be based on the discounted values 
of estimated future cash fl ows. The discount unwinds during the 
period between the initial recognition of the provision and the eventual 
recovery of the written down amount, resulting in the recording of 
interest in the statement of income, within interest income. Under 
Canadian GAAP, the unwinding is presented as a credit to provision 
for credit losses.

b) Securitization

The combined effect of fi nancial asset derecognition rules and the 
consolidation of special purpose entity rules will impact securitization 
arrangements involving the Bank’s off-balance sheet loans. The 
rules provide more stringent criteria for the derecognition of fi nancial 
assets. Based on initial assessments, the criteria would not be met. 
This should lead to a signifi cant gross-up of the Bank’s balance sheet. 
In addition, prior gains and losses related to these transactions would 
be eliminated and the corresponding net interest income recorded in 
period earnings.

c) Employee benefi ts

At transition, IFRS generally provide for a retrospective adoption of 
the Employee Benefi ts standard (IAS 19). To date, the Bank has 
not undertaken the task to determine this potential impact given the 
signifi cant challenge resulting from the complexity of pension benefi ts 
and the fact that the Bank has been offering pension plans for more 
than 30 years. However, IFRS gives the choice to not retrospectively 
apply IAS 19. If this election is made, gains and losses accumulated 
to the date of transition will be eliminated. This may have a signifi cant 
effect on shareholders’ equity. Actuarial gains or losses post transition 
to IFRS can be recognized immediately into earnings, amortized to 
earnings using a “Corridor Method” similar to Canadian GAAP, or directly 
into equity (the “SORIE Method”). The Bank is currently assessing the 
options and will make elections, when new BIS capital requirements 
are defi ned, presumably toward the end of the year 2010.

d) Share-based payments

IFRS introduces a new requirement for the Bank to recognize as an 
expense the fair value of stock appreciation rights. Under Canadian 
GAAP, these rights are presently accounted for using the intrinsic 
value method. This should lead to an adjustment of the Bank’s fi nancial 
liabilities and shareholders’ equity. With respect to stock option awards 
granted prior to November 1, 2002, the Bank is not required to apply 
the standard IFRS 2 – Share based payment retrospectively, therefore, 
the Bank will continue to apply the previous Canadian GAAP standards 
under which no compensation cost is recognized for these options. 
In the second quarter of 2010, a new software application has been 
implemented that will allow the Bank to automate the calculations and 
ensure appropriate internal controls.

e) Business combinations

IFRS 3 and section 1582 of the CICA Handbook have been 
harmonized since January 2009. Henceforth, there will be no 
accounting differences beyond the IFRS transition date. However, 
at the transition date, the Bank has to make an election to either 
apply IFRS 3 retrospectively to all past business acquisitions before 
a chosen date or apply it prospectively from the transition date. The 
Bank is currently analyzing the impact of the two options and will make 
an election in the coming months.

f) Earnings per share

IAS 33 is similar to section 3500 of the CICA Handbook on various 
elements. However, based on preliminary assessments, the Bank’s 
perpetual preferred shares must be included in the calculation of the 
diluted earnings per share as they may be converted into common 
shares; even though the conversion option lies with the Bank.

Throughout the current year and the period leading up to the transition 
to IFRS in 2012, the Bank will continue to follow the above-mentioned 
accounting policies and fi nalize its assessment of policy decisions 
available under IFRS in order to prepare the Bank for an orderly 
transition to IFRS. Moreover, as the review of accounting policies is 
completed, appropriate changes to ensure the integrity of internal 
control over fi nancial reporting and disclosure controls and procedures 
will be made. Based on existing IFRS, the Bank has not identifi ed 
the need for any signifi cant modifi cations to its fi nancial information 
technology architecture or to existing internal controls over fi nancial 
reporting and disclosure.
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Non-GAAP Financial Measures 
The Bank uses both generally accepted accounting principles (“GAAP”) and certain non-GAAP measures to assess performance, such as return 
on common shareholders’ equity, net interest margin and effi ciency ratios. With regard to the calculation of the return on common shareholders’ 
equity, the Bank considers that net income is the best measure of profi tability and that common shareholders’ equity, excluding accumulated 
other comprehensive income, would be used as a measure of capital. The calculation of the Bank’s book value is also based on common 
shareholders’ equity, excluding accumulated other comprehensive income. Tangible common equity is defi ned as common shareholders’ 
equity, excluding accumulated other comprehensive income, less goodwill and contractual and customer relationship intangible assets.

Non-GAAP measures do not have any standardized meaning prescribed by GAAP and are unlikely to be comparable to any similar 
measures presented by other companies. The Bank believes that these non-GAAP fi nancial measures provide investors and analysts with 
useful information so that they can better understand fi nancial results and analyze the Bank’s growth and profi t potential more effectively.

The Board of Directors and the Audit Committee of Laurentian Bank 
reviewed this document prior to its release. The disclosure controls and 
procedures support the ability of the President and Chief Executive 
Offi cer and the Executive Vice-President and Chief Financial Offi cer 
in assuring that Laurentian Bank’s interim consolidated fi nancial 
statements are fairly presented.

During the quarter ended April 30, 2010, there have been no 
changes in the Bank’s policies or procedures and other processes 
that comprise its internal control over fi nancial reporting which have 
materially affected, or are reasonably likely to materially affect, the 
Bank’s internal control over fi nancial reporting.

Corporate Governance and Changes in Internal Control over Financial Reporting

The evolving nature of IFRS will likely also result in additional 
accounting changes, some of which may be signifi cant, in the years 
following our initial transition. We continue to monitor changes in the 
standards and to adjust our transition accordingly.

In addition, the Bank is specifi cally addressing lending practices and 
capital issues, as summarized below, as well as all other matters to 
ensure an orderly transition.

Lending practices

The transition to IFRS will not only impact the Bank’s fi nancial 
statements, but also some of its clients’ fi nancial statements. This 

will have repercussions on the various loan covenants monitored by 
underwriting groups and the credit department. The Bank is currently 
working on developing information programs for commercial account 
managers as well as credit analysts, to foster a better internal 
understanding of IFRS to properly analyze the clients’ IFRS fi nancial 
statements and the impacts on ratios and covenants.

Capital implications

The Bank is closely monitoring the potential impact of IFRS conversion 
on capital requirements. Securitization and employee benefi ts are 
the two main areas which could have a signifi cant impact on capital.
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Consolidated Balance Sheet

Interim Consolidated Financial Statements

IN THOUSANDS OF DOLLARS (UNAUDITED) NOTES
AS AT APRIL 30

2010
AS AT OCTOBER 31

2009
AS AT APRIL 30

2009

ASSETS

Cash and non-interest-bearing deposits with other banks  $ 63,245  $ 61,010  $ 60,383

Interest-bearing deposits with other banks 194,816 239,606 241,564

Securities accounts 9

Available-for-sale 1,061,319 1,424,043 1,498,457

Held-for-trading 1,490,777 1,391,313 856,691

Designated as held-for-trading 1,591,334 1,616,827 1,434,664

4,143,430 4,432,183 3,789,812

Assets purchased under reverse repurchase agreements 569,066 536,064 539,859

Loans 2 and 3

Personal 5,728,762 5,655,055 5,732,010

Residential mortgage 8,101,340 7,219,830 6,334,599

Commercial mortgage 1,408,973 1,285,012 1,053,537

Commercial and other 1,722,876 1,555,956 1,492,038

16,961,951 15,715,853 14,612,184

Allowance for loan losses (124,178) (114,546) (113,129)

16,837,773 15,601,307 14,499,055

Other

Customers’ liabilities under acceptances 148,399 216,817 132,670

Premises and equipment 57,081 58,163 58,317

Derivative fi nancial instruments 254,369 253,661 283,590

Goodwill 53,790 53,790 53,790

Software and other intangible assets 103,030 103,386 95,122

Other assets 664,014 608,793 648,975

1,280,683 1,294,610 1,272,464

 $ 23,089,013  $ 22,164,780  $ 20,403,137

LIABILITIES AND SHAREHOLDERS’ EQUITY

Deposits

Personal  $ 15,413,194  $ 15,138,637  $ 14,489,829

Business, banks and other 3,323,558 3,161,329 2,770,934

18,736,752 18,299,966 17,260,763

Other

Obligations related to assets sold short 1,220,759 1,054,470 571,182

Obligations related to assets sold under repurchase agreements 590,168 284,988 183,424

Acceptances 148,399 216,817 132,670

Derivative fi nancial instruments 231,750 174,859 147,930

Other liabilities 827,449 812,454 825,590

3,018,525 2,543,588 1,860,796

Subordinated debentures 150,000 150,000 150,000

Shareholders’ equity

Preferred shares 4 210,000 210,000 210,000

Common shares 4 259,363 259,208 257,496

Contributed surplus 226 209 193

Retained earnings 702,530 665,538 620,732

Accumulated other comprehensive income 8 11,617 36,271 43,157

1,183,736 1,171,226 1,131,578

 $ 23,089,013  $ 22,164,780  $ 20,403,137

The accompanying notes are an integral part of the interim consolidated fi nancial statements.
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FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE 
AMOUNTS (UNAUDITED) NOTES

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Interest income
Loans  $ 180,142  $ 182,747  $ 171,158  $ 362,889  $ 361,806

Securities 17,241 17,639 16,723 34,880 35,188

Deposits with other banks 60 53 509 113 3,523

Other, including derivative fi nancial instruments 29,434 34,076 34,257 63,510 56,532

226,877 234,515 222,647 461,392 457,049

Interest expense
Deposits 106,778 111,498 125,571 218,276 254,645

Other, including derivative fi nancial instruments 579 351 1,116 930 5,794

Subordinated debentures 1,887 1,950 1,887 3,837 3,834

109,244 113,799 128,574 223,043 264,273

Net interest income 117,633 120,716 94,073 238,349 192,776

Other income
Fees and commissions on loans and deposits 28,488 26,979 24,665 55,467 48,274

Income from brokerage operations 13,742 12,665 10,754 26,407 19,445

Securitization income 3 328 4,180 8,594 4,508 19,119

Credit insurance income 4,556 4,183 3,768 8,739 7,828

Income from sales of mutual funds 3,786 3,526 2,985 7,312 5,821

Income from treasury and fi nancial market 
operations 4,576 4,159 5,979 8,735 10,554

Income from registered self-directed plans 2,313 2,088 2,038 4,401 4,017

Other 2,691 1,953 1,912 4,644 3,471

60,480 59,733 60,695 120,213 118,529

Total revenue 178,113 180,449 154,768 358,562 311,305

Provision for loan losses 2 16,000 16,000 12,000 32,000 24,000

Non-interest expenses    

Salaries and employee benefi ts 67,617 65,225 60,414 132,842 120,803

Premises and technology 32,017 32,142 29,790 64,159 57,775

Other 23,915 23,016 23,830 46,931 46,188

123,549 120,383 114,034 243,932 224,766

Income before income taxes 38,564 44,066 28,734 82,630 62,539

Income taxes 10,215 12,052 7,579 22,267 16,337

Net income  $ 28,349  $ 32,014  $ 21,155  $ 60,363  $ 46,202

Preferred share dividends, including 
applicable taxes 3,074 3,074 3,004 6,148 6,226

Net income available to common shareholders  $ 25,275  $ 28,940  $ 18,151  $ 54,215  $ 39,976

Average number of common shares 
outstanding (in thousands)

  Basic 23,921 23,919 23,849 23,920 23,849

 Diluted 23,937 23,935 23,855 23,936 23,863

Net income per common share

  Basic  $ 1.06  $ 1.21  $ 0.76  $ 2.27  $ 1.68

 Diluted  $ 1.06  $ 1.21  $ 0.76  $ 2.26  $ 1.68

The accompanying notes are an integral part of the interim consolidated fi nancial statements.

Consolidated Statement of Income
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FOR THE THREE MONTHS ENDED FO R THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS (UNAUDITED) NOTES
APRIL 30

2010
APRIL 30

2009
APRIL 30

2010
APRIL 30

2009

Net income  $ 28,349  $ 21,155  $ 60,363  $ 46,202

Other comprehensive income, net of 
income taxes 8

Unrealized gains on available-for-sale securities 895 8,369 3,693 855

Reclassifi cation of (gains) losses on available-
for-sale securities to net income (1,480) (45) (1,877) 672

Net change in value of derivative instruments 
designated as cash fl ow hedges (24,232) 7,763 (26,470) 22,804

(24,817) 16,087 (24,654) 24,331

Comprehensive income  $ 3,532  $ 37,242  $ 35,709  $ 70,533

The accompanying notes are an integral part of the interim consolidated fi nancial statements.

FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS (UNAUDITED) NOTES
APRIL 30

2010
APRIL 30

2009

Preferred shares
Balance at beginning and end of period  $ 210,000  $ 210,000

Common shares 4

Balance at beginning of period 259,208 257,462

Issued during the period under share purchase option plan 5 155 34

Balance at end of period 259,363 257,496

Contributed surplus
Balance at beginning of period 209 173

Stock-based compensation 5 17 20

Balance at end of period 226 193

Retained earnings
Balance at beginning of period 665,538 596,974

Net income 60,363 46,202

Dividends

 Preferred shares, including applicable taxes (6,148) (6,226)

 Common shares (17,223) (16,218)

Balance at end of period 702,530 620,732

Accumulated other comprehensive income 8

Balance at beginning of period 36,271 18,826

Other comprehensive income, net of income taxes (24,654) 24,331

Balance at end of period 11,617 43,157

Shareholders’ equity  $ 1,183,736  $ 1,131,578

The accompanying notes are an integral part of the interim consolidated fi nancial statements.

Consolidated Statement of Comprehensive Income

Consolidated Statement of Changes in Shareholders’ Equity
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FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

IN THOUSANDS OF DOLLARS (UNAUDITED)
APRIL 30

2010
JANUARY 31

2010
APRIL 30

2009
APRIL 30

2010
APRIL 30

2009

Cash fl ows relating to operating activities
Net income  $ 28,349  $ 32,014  $ 21,155  $ 60,363  $ 46,202

Adjustments to determine net cash fl ows relating 
to operating activities:

Provision for loan losses 16,000 16,000 12,000 32,000 24,000

Gains on securitization operations (5,017) (3,185) (9,229) (8,202) (25,901)

Net loss (gain) on disposal of non-trading securities (627) (1,789) 725 (2,416) 3,410

Future income taxes 4,155 5,470 4,294 9,625 11,613

Depreciation 2,667 2,621 2,802 5,288 5,556

Amortization of software and other intangible assets 6,446 6,381 5,391 12,827 10,682

Net change in held-for-trading securities 571,817 (671,281) 196,179 (99,464) 212,506

Change in accrued interest receivable (14,262) 12,463 (14,919) (1,799) (5,543)

Change in assets relating to derivative fi nancial 
instruments (21,836) 21,128 (5,299) (708) (45,886)

Change in accrued interest payable 7,744 (12,886) 4,480 (5,142) (7,169)

Change in liabilities relating to derivative fi nancial 
instruments 59,511 (2,620) 13,901 56,891 461

Other, net (46,603) 2,137 (15,561) (44,466) (44,913)

608,344 (593,547) 215,919 14,797 185,018

Cash fl ows relating to fi nancing activities
Net change in deposits 310,418 126,368 1,687,893 436,786 1,926,951

Change in obligations related to assets sold short (294,918) 461,207 (334,147) 166,289 (248,054)

Change in obligations related to assets sold under 
repurchase agreements (127,699) 432,879 (968,424) 305,180 (952,672)

Issuance of common shares 9 146 – 155 34

Dividends, including applicable income taxes (11,686) (11,685) (11,113) (23,371) (22,444)

(123,876) 1,008,915 374,209 885,039 703,815

Cash fl ows relating to investing activities
Change in securities available-for-sale and designated 

as held-for-trading

 Acquisitions (951,316) (1,023,593) (1,807,299) (1,974,909) (2,806,215)

 Proceeds on sale and at maturities 894,412 1,448,322 1,497,435 2,342,734 2,333,284

Change in loans (826,470) (726,143) (467,955) (1,552,613) (854,998)

Change in assets purchased under reverse 
repurchase agreements 246,383 (279,385) 35,480 (33,002) 121,532

Proceeds from mortgage loan securitizations 182,256 101,512 171,816 283,768 483,932

Additions to premises and equipment and software, 
net of disposals (11,018) (5,659) (8,356) (16,677) (13,122)

Change in interest-bearing deposits with other banks (20,454) 65,244 (596) 44,790 (147,273)

Cash fl ows from discontinued operations – 8,308 – 8,308 –

(486,207) (411,394) (579,475) (897,601) (882,860)

Net change in cash and non-interest-bearing deposits 
with other banks during the period (1,739) 3,974 10,653 2,235 5,973

Cash and non-interest-bearing deposits with other 
banks at beginning of period 64,984 61,010 49,730 61,010 54,410

Cash and non-interest-bearing deposits with other 
banks at end of period  $ 63,245  $ 64,984  $ 60,383  $ 63,245  $ 60,383

Supplemental disclosure relating to cash fl ows:
Interest paid during the period  $ 103,324  $ 126,503  $ 115,043  $ 229,827  $ 261,646

Income taxes paid during the period  $ 7,654  $ 11,279  $ 1,709  $ 18,933  $ 9,998

The accompanying notes are an integral part of the interim consolidated fi nancial statements.

Consolidated Statement of Cash Flows
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Notes to the Interim Consolidated Financial Statements
ALL TABULAR AMOUNTS ARE IN THOUSANDS OF DOLLARS, UNLESS OTHERWISE INDICATED (UNAUDITED)

1. Accounting Policies
These unaudited interim consolidated fi nancial statements of Laurentian Bank of Canada (the “Bank”) have been prepared by management 
who is responsible for the integrity and fairness of the fi nancial information presented. These interim consolidated fi nancial statements have 
been prepared in accordance with Canadian generally accepted accounting principles (“GAAP”) for interim fi nancial statements and follow 
the same signifi cant accounting policies as those in the Bank’s audited annual consolidated fi nancial statements as at October 31, 2009. 
These accounting policies conform to GAAP. However, these interim consolidated fi nancial statements do not refl ect all of the information and 
disclosures required by GAAP for complete fi nancial statements. Accordingly, these interim consolidated fi nancial statements should be read in 
conjunction with the audited annual consolidated fi nancial statements as at October 31, 2009. These interim consolidated fi nancial statements 
refl ect amounts which are based on the best estimates and judgment of management. Actual results may differ from these estimates. Certain 
comparative fi gures have been reclassifi ed to conform to the current period presentation.

Future changes to accounting policies

International Financial Reporting Standards

The AcSB confi rmed the convergence of fi nancial reporting standards for Canadian public companies with International Financial Reporting 
Standards (IFRS). The Bank will use IFRS for interim and annual fi nancial statements relating to periods beginning as of November 1, 2011. 
The Bank is assessing the impact of IFRS on its consolidated fi nancial statements upon adoption in the fi rst quarter of 2012.

2. Loans

Loans and impaired loans

AS AT APRIL 30, 2010

GROSS AMOUNT
OF LOANS

GROSS AMOUNT
OF IMPAIRED

LOANS
SPECIFIC

ALLOWANCES
GENERAL

ALLOWANCES
TOTAL

ALLOWANCES

Personal loans  $ 5,728,762  $ 20,771  $ 6,153  $ 31,670  $ 37,823

Residential mortgages 8,101,340 28,377 1,639 2,861 4,500

Commercial mortgages 1,408,973 29,130 6,104 4,599 10,703

Commercial and other loans 1,722,876 83,652 37,032 34,120 71,152

 $ 16,961,951  $ 161,930  $ 50,928  $ 73,250  $ 124,178

AS AT OCTOBER 31, 2009

GROSS AMOUNT
OF LOANS

GROSS AMOUNT
OF IMPAIRED

LOANS
SPECIFIC

ALLOWANCES
GENERAL

ALLOWANCES
TOTAL

ALLOWANCES

Personal loans  $ 5,655,055  $ 23,738  $ 7,048  $ 33,713  $ 40,761

Residential mortgages 7,219,830 32,368 1,878 2,956 4,834

Commercial mortgages 1,285,012 11,230 2,525 5,000 7,525

Commercial and other loans 1,555,956 70,158 29,845 31,581 61,426

 $ 15,715,853  $ 137,494  $ 41,296  $ 73,250  $ 114,546
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AS AT APRIL 30, 2009

GROSS AMOUNT
OF LOANS

GROSS AMOUNT
OF IMPAIRED

LOANS
SPECIFIC

ALLOWANCES
GENERAL

ALLOWANCES
TOTAL

ALLOWANCES

Personal loans  $ 5,732,010  $ 22,057  $ 7,738  $ 31,695  $ 39,433

Residential mortgages 6,334,599 24,025 1,986 3,976 5,962

Commercial mortgages 1,053,537 6,057 1,908 5,660 7,568

Commercial and other loans 1,492,038 73,538 28,247 31,919 60,166

 $ 14,612,184  $ 125,677  $ 39,879  $ 73,250  $ 113,129

Specifi c allowances for loan losses
FOR THE SIX MONTHS 

ENDED APRIL 30

2010 2009

PERSONAL 
LOANS

RESIDENTIAL 
MORTGAGES

COMMERCIAL 
MORTGAGES

COMMERCIAL 
AND OTHER 

LOANS

TOTAL 
SPECIFIC 

ALLOWANCES

TOTAL
SPECIFIC 

ALLOWANCES

Balance at beginning of period  $ 7,048  $ 1,878  $ 2,525  $ 29,845  $ 41,296  $ 39,184

Provision for loan losses recorded in the 
consolidated statement of income 16,249 433 3,863 11,455 32,000 24,000

Write-offs (20,617) (772) (284) (4,283) (25,956) (26,978)

Recoveries 3,473 100 – 15 3,588 3,673

Balance at end of period  $ 6,153  $ 1,639  $ 6,104  $ 37,032  $ 50,928  $ 39,879

Loans past due but not impaired

Personal and residential mortgage loans past due shown in the table below are not classifi ed as impaired because they are less than 90 days 
past due or they are secured such as to reasonably expect full recovery. Commercial loans past due but not impaired are not signifi cant.

AS AT APRIL 30, 2010

1 TO 31 DAYS 32 TO 90 DAYS OVER 90 DAYS TOTAL

Personal loans  $ 92,662  $ 28,399  $ 6,713  $ 127,774

Residential mortgages 238,262 52,618 26,898 317,778

 $ 330,924  $ 81,017  $ 33,611  $ 445,552

AS AT OCTOBER 31, 2009

1 TO 31 DAYS 32 TO 90 DAYS OVER 90 DAYS TOTAL

Personal loans  $ 88,479  $ 30,522  $ 6,275  $ 125,276

Residential mortgages 218,282 43,839 25,756 287,877

 $ 306,761  $ 74,361  $ 32,031  $ 413,153
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3. Loan Securitization
Under the mortgage-backed securitization program governed by the National Housing Act, the Bank securitizes residential mortgage loans 
secured by the Canadian Mortgage and Housing Corporation (CMHC) through the creation of mortgage-backed securities. The Bank also 
securitized conventional residential mortgages prior to 2008. Gains before income taxes, net of transaction costs, are recognized in other income.

The following table summarizes the residential mortgage securitization transactions carried out by the Bank.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Cash proceeds, net of transaction costs  $ 182,256  $ 101,512  $ 171,816  $ 283,768  $ 483,932

Rights to future excess spreads 10,524 4,824 15,180 15,348 43,487

Servicing liability (1,636) (689) (1,301) (2,325) (4,099)

Other (883) (400) (2,735) (1,283) (7,793)

190,261 105,247 182,960 295,508 515,527

Residential mortgages securitized and sold (182,609) (101,538) (172,039) (284,147) (484,441)

Write-off of loan origination costs (2,635) (524) (1,692) (3,159) (5,185)

Gains before income taxes  $ 5,017  $ 3,185  $ 9,229  $ 8,202  $ 25,901

With regard to the transfer of residential mortgages, the key assumptions used to determine the initial fair value of retained interests at the 
securitization date are summarized as follows.

DURING THE QUARTER ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

Weighted average term (months) 36 27 30

Rate of prepayment  18.0 %  17.6 %  20.8 %

Discount rate  1.9 %  1.3 %  1.4 %
No loss is expected on insured residential mortgages.

Securitization income, as reported in the consolidated statement of income, is detailed in the following table.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Gains on securitization operations  $ 5,017  $ 3,185  $ 9,229  $ 8,202  $ 25,901

Changes in fair value of retained interests 
related to excess spreads, securitization 
swaps and fi nancial instruments held for 
economic hedging purposes (4,506) 667 (2,042) (3,839) (9,351)

Loan management income 1,977 1,975 1,820 3,952 3,655

Other (2,160) (1,647) (413) (3,807) (1,086)

 $ 328  $ 4,180  $ 8,594  $ 4,508  $ 19,119

As at April 30, 2010, the Bank held rights to future excess spreads of $87,439,000 (of which $85,489,000 related to insured mortgages) and 
cash reserve accounts of $10,726,000.

The total principal amount of securitized residential mortgages outstanding amounted to $2,590,808,000 as at April 30, 2010 ($2,702,762,000 
as at October 31, 2009).
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4. Capital Stock

Issuance of common shares

During the quarter, 275 common shares were issued to management under the Bank’s employee share purchase option plan for a cash 
consideration of $9,000 (6,999 common shares for a cash consideration of $155,000 during the six-month period ended April 30, 2010).

 
ISSUED AND OUTSTANDING AS AT APRIL 30, 2010 AS AT OCTOBER 31, 2009

IN THOUSANDS OF DOLLARS, EXCEPT NUMBER OF SHARES
NUMBER OF 

SHARES AMOUNT
NUMBER OF 

SHARES AMOUNT

Class A Preferred Shares1

Series 9 4,000,000  $ 100,000 4,000,000  $ 100,000

Series 10 4,400,000 110,000 4,400,000 110,000

Total preferred shares 8,400,000  $ 210,000 8,400,000  $ 210,000

Common shares 23,920,962  $ 259,363 23,913,963  $ 259,208
1 The preferred shares are convertible into common shares at the Bank’s option. However, the number of shares issuable on conversion is not determinable until the date of conversion.

Capital management

Capital must meet minimum regulatory requirements, as defi ned by the Offi ce of the Superintendent of Financial Institutions Canada (OSFI) and 
internal capital adequacy objectives.

Regulatory guidelines issued by OSFI require banks to maintain a minimum Tier 1 capital ratio of at least 7% and a Total capital ratio of at least 10%. 
The Bank is monitoring its regulatory capital based on the Standard Approach for credit risk and on the Basic Indicator Approach for operational 
risk, as proposed by the Bank for International Settlements regulatory risk-based capital framework (Basel II). In addition, Canadian banks are 
required to ensure that their assets-to-capital multiple, which is calculated by dividing gross adjusted assets by Total capital, does not exceed 
a maximum level prescribed by OSFI. The Bank has complied with these requirements throughout the six-month period ended April 30, 2010.

5. Stock-Based Compensation

Share purchase option plan

There were no new grants during the fi rst six months of 2010. Information on the outstanding number of options is as follows.

AS AT APRIL 30, 
2010

AS AT OCTOBER 31, 
2009

NUMBER NUMBER

Share purchase options

Outstanding at end of period 54,075 61,074

Exercisable at end of period 41,575 36,074

Restricted share unit plan

During the fi rst quarter of 2010, under the restricted share unit plan, annual bonuses for certain employees amounting to $1,651,000 were 
converted into 38,268 entirely vested restricted share units. Simultaneously, the Bank also granted 22,961 additional restricted share units that 
will vest in December 2012. There were no new grants during the current quarter.

Performance-based share unit plan

During the fi rst quarter of 2010, under the performance-based share unit plan, the Bank granted 50,426 performance-based share units valued 
at $43.15 each. Rights to 37.5% of these units will vest after three years. The rights to the remaining units will vest after three years, upon 
meeting certain fi nancial objectives. There were no new grants during the current quarter.
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5. Stock-Based Compensation (continued)

Stock appreciation rights plan

There were no new grants during the fi rst six months of 2010 under the stock appreciation rights plan.

Stock-based compensation plan expense

The following table presents the expense related to all stock-based compensation plans, net of the effect of related hedging transactions.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Stock-based compensation plan expense  $ 4,658  $ (71)  $ 238  $ 4,587  $ (5,677)

Effect of hedges (4,384) 813 (16) (3,571) 8,013

Total  $ 274  $ 742  $ 222  $ 1,016  $ 2,336

6. Employee Future Benefi ts
FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Defi ned benefi t pension plan expense  $ 1,992  $ 1,907  $ 1,140  $ 3,899  $ 2,611

Defi ned contribution pension plan expense 1,132 1,093 1,031 2,225 2,024

Other plan expense 825 853 804 1,678 1,636

Total  $ 3,949  $ 3,853  $ 2,975  $ 7,802  $ 6,271

7. Weighted Average Number of Outstanding Common Shares
FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Average number of outstanding common 
shares 23,920,906 23,919,297 23,849,313 23,920,088 23,848,894

Dilutive share purchase options 16,035 16,110 5,289 16,073 14,508

Weighted average number of outstanding 
common shares 23,936,941 23,935,407 23,854,602 23,936,161 23,863,402

Average number of share purchase 
options not taken into account in 
the calculation of diluted net income 
per common share1 – – 105,400 – 51,827

1  The average number of share purchase options was not taken into account in the calculation of diluted net income per common share since the average exercise price of these options exceeded 
the average market price of the Bank’s shares during these periods.



Laurentian Bank
Second Quarter 2010

Report to Shareholders

27

8. Additional Information Regarding Other Comprehensive Income

Other comprehensive income

FOR THE THREE MONTHS ENDED FOR THE THREE MONTHS ENDED

APRIL 30 
2010

APRIL 30 
2009

BEFORE 
INCOME 

TAXES
INCOME 

TAXES

NET OF 
INCOME 

TAXES

BEFORE 
INCOME 

TAXES
INCOME 

TAXES

NET OF 
INCOME 

TAXES

Unrealized net gains on 
available-for-sale securities  $ 1,160  $ (265)  $ 895  $ 12,054  $ (3,685)  $ 8,369

Reclassifi cation of net (gains) and losses to 
net income on available-for-sale securities (2,037) 557 (1,480) (64) 19 (45)

(877) 292 (585) 11,990 (3,666) 8,324

Net change in value of derivative instruments 
designated as cash fl ow hedges (34,987) 10,755 (24,232) 11,777 (4,014) 7,763

Other comprehensive income  $ (35,864)  $ 11,047  $ (24,817)  $ 23,767  $ (7,680)  $ 16,087

FOR THE SIX MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30 
2010

APRIL 30 
2009

BEFORE 
INCOME 

TAXES
INCOME 

TAXES

NET OF 
INCOME 

TAXES

BEFORE 
INCOME 

TAXES
INCOME 

TAXES

NET OF 
INCOME 

TAXES

Unrealized net gains on 
available-for-sale securities  $ 5,212  $ (1,519)  $ 3,693  $ 1,136  $ (281)  $ 855

Reclassifi cation of net (gains) and losses to 
net income on available-for-sale securities (2,612) 735 (1,877) 977 (305) 672

2,600 (784) 1,816 2,113 (586) 1,527

Net change in value of derivative instruments 
designated as cash fl ow hedges (38,535) 12,065 (26,470) 34,163 (11,359) 22,804

Other comprehensive income  $ (35,935)  $ 11,281  $ (24,654)  $ 36,276  $ (11,945)  $ 24,331

Accumulated other comprehensive income (net of income taxes)

CASH FLOW 
HEDGES

AVAILABLE-FOR-
SALE SECURITIES

ACCUMULATED 
OTHER COMPRE-

HENSIVE INCOME

Balance at October 31, 2009  $ 32,596  $ 3,675  $ 36,271

 Change during the three months ended January 31, 2010 (2,238) 2,401 163

 Change during the three months ended April 30, 2010 (24,232) (585) (24,817)

Balance at April 30, 2010  $ 6,126  $ 5,491  $ 11,617

CASH FLOW 
HEDGES

AVAILABLE-FOR-
SALE SECURITIES

ACCUMULATED 
OTHER COMPRE-
HENSIVE INCOME

Balance at October 31, 2008  $ 35,417  $ (16,591)  $ 18,826

 Change during the three months ended January 31, 2009 15,041 (6,797) 8,244

 Change during the three months ended April 30, 2009 7,763 8,324 16,087

Balance at April 30, 2009 58,221 (15,064) 43,157

 Change during the three months ended July 31, 2009 (17,786) 11,797 (5,989)

 Change during the three months ended October 31, 2009 (7,839) 6,942 (897)

Balance at October 31, 2009  $ 32,596  $ 3,675  $ 36,271
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9. Supplemental Information on Financial Instruments

Securities

Gains and losses on the portfolio of available-for-sale securities

The following gains and losses were recognized in net income with regard to the available-for-sale securities.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Realized net gains (losses)  $ 2,037  $ 575  $ 64  $ 2,612  $ (977)

Writedowns for impairment recognized 
in net income (148) – – (148) –

Total  $ 1,889  $ 575  $ 64  $ 2,464  $ (977)

Unrealized gains and losses on the portfolio of available-for-sale securities

The following table presents the gross unrealized gains and unrealized losses on available-for-sale securities, recognized in other comprehensive 
income.

AS AT APRIL 30, 2010

AMORTIZED 
COST

UNREALIZED 
GAINS

UNREALIZED 
LOSSES

FAIR 
VALUE

Securities issued or guaranteed 

by Canada1  $ 405,393  $ 4  $ 38  $ 405,359

by provinces 428,858 2,384 550 430,692

Other debt securities 119,703 4,383 165 123,921

Asset-backed securities 22,990 763 369 23,384

Preferred shares 42,135 696 935 41,896

Common shares and other securities 33,628 3,369 930 36,067

 $ 1,052,707  $ 11,599  $ 2,987  $ 1,061,319

AS AT OCTOBER 31, 2009

AMORTIZED 
COST

UNREALIZED 
GAINS

UNREALIZED 
LOSSES

FAIR 
VALUE

Securities issued or guaranteed

by Canada1  $ 686,786  $ 69  $ 13  $ 686,842

by provinces 535,422 4,913 2 540,333

Other debt securities 107,827 6,213 27 114,013

Asset-backed securities 18,545 159 600 18,104

Preferred shares 38,839 763 1,262 38,340

Common shares and other securities 26,959 1,062 1,610 26,411

 $ 1,414,378  $ 13,179  $ 3,514  $ 1,424,043
1 Including mortgage-backed securities that are fully guaranteed by the CMHC pursuant to the National Housing Act.

Available-for-sale securities are assessed for impairment at each reporting date to determine whether it is probable that the amortized cost of 
the security would be recovered. As at April 30, 2010, gross unrealized losses on available-for-sale securities were $2,987,000. These unrealized 
losses are mainly related to publicly traded common and preferred shares. Management believes that these unrealized losses are temporary as 
the underlying fi nancial conditions and prospects of the issuers have remained sound.
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Financial instruments designated as held-for-trading

Management can elect to designate fi nancial instruments as held-for-trading instruments, with changes in fair value recorded in income, provided 
that such designations meet specifi c criteria. Certain securities, retained interests related to securitization activities and retail deposits were 
designated as held-for-trading in order to signifi cantly reduce recognition inconsistencies that would otherwise arise from recognizing gains and 
losses on different bases. These fi nancial instruments provide an economic hedge for other fi nancial instruments that are measured at fair value. 
Gains and losses on these instruments are therefore generally offset by changes in value of other fi nancial instruments. The following table 
shows the impact of changes in value of these instruments.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Included in securitization income  $ (28,120)  $ 6,637  $ 3,455  $ (21,483)  $ 24,701

Included in income from treasury and 
fi nancial market operations – – 139 – 94

Total  $ (28,120)  $ 6,637  $ 3,594  $ (21,483)  $ 24,795

Derivative fi nancial instruments

Ineffective portions of hedging relationships

The following table shows the ineffective portions of the cumulative changes in fair value of hedging instruments recognized in the consolidated 
statement of income.

FOR THE THREE MONTHS ENDED FOR THE SIX MONTHS ENDED

APRIL 30
2010

JANUARY 31
2010

APRIL 30
2009

APRIL 30
2010

APRIL 30
2009

Cash fl ow hedges  $ (141)  $ (65)  $ 89  $ (206)  $ 124

Fair value hedges (105) 88 (227) (17) (997)

 $ (246)  $ 23  $ (138)  $ (223)  $ (873)

Other information on hedging relationships

Net deferred gains of $3,623,000, included in accumulated other comprehensive income as at April 30, 2010, are expected to be transferred 
into net income over the next twelve months.

The maximum term of cash fl ow hedging relationships was ten years as at April 30, 2010.
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10. Segmented Information
As of November 1, 2009, certain capital market activities which were previously reported in the Other segment are now reported with Laurentian 
Bank Securities activities under the newly formed Laurentian Bank Securities and Capital Markets business segment. In addition, foreign 
exchange and international services, which were also formerly reported in the Other segment, are now reported in the Real Estate & Commercial 
segment. The Retail & SME Quebec and B2B Trust business segments were not affected by this reorganization. Comparative fi gures were 
reclassifi ed to conform to the current period presentation.

FOR THE THREE MONTHS ENDED APRIL 30, 2010

R & SME 
QUEBEC RE&C B2B LBS/CM OTHER TOTAL

Net interest income  $ 78,531  $ 20,527  $ 26,863  $ 436  $ (8,724)  $ 117,633

Other income 32,851 8,598 2,772 14,844 1,415 60,480

Total revenue 111,382 29,125 29,635 15,280 (7,309) 178,113

Provision for loan losses 11,542 3,984 474 – – 16,000

Non-interest expenses 87,305 5,558 12,757 11,657 6,272 123,549

Income (loss) before income taxes 12,535 19,583 16,404 3,623 (13,581) 38,564

Income taxes (recovered) 2,453 5,928 5,045 1,037 (4,248) 10,215

Net income (loss)  $ 10,082  $ 13,655  $ 11,359  $ 2,586  $ (9,333)  $ 28,349

Average assets1  $ 11,869,619  $ 2,864,115  $ 4,965,651  $ 2,570,640  $ 680,037  $ 22,950,062

FOR THE THREE MONTHS ENDED JANUARY 31, 2010

R & SME 
QUEBEC RE&C B2B LBS/CM OTHER TOTAL

Net interest income  $ 81,811  $ 19,911  $ 27,340  $ 485  $ (8,831)  $ 120,716

Other income 30,692 7,679 2,497 14,002 4,863 59,733

Total revenue 112,503 27,590 29,837 14,487 (3,968) 180,449

Provision for loan losses 9,790 5,150 1,060 – – 16,000

Non-interest expenses 86,502 4,242 12,607 11,680 5,352 120,383

Income (loss) before income taxes 16,211 18,198 16,170 2,807 (9,320) 44,066

Income taxes (recovered) 3,659 5,510 5,109 973 (3,199) 12,052

Net income (loss)  $ 12,552  $ 12,688  $ 11,061  $ 1,834  $ (6,121)  $ 32,014

Average assets1  $ 11,752,657  $ 2,800,270  $ 4,738,833  $ 2,461,648  $ 741,713  $ 22,495,121

FOR THE THREE MONTHS ENDED APRIL 30, 2009

R & SME 
QUEBEC RE&C B2B LBS/CM OTHER TOTAL

Net interest income  $ 74,489  $ 15,342  $ 21,496  $ 526  $ (17,780)  $ 94,073

Other income 29,281 5,782 2,417 13,487 9,728 60,695

Total revenue 103,770 21,124 23,913 14,013 (8,052) 154,768

Provision for loan losses 8,129 3,161 710 – – 12,000

Non-interest expenses 83,105 6,901 11,740 9,225 3,063 114,034

Income (loss) before income taxes 12,536 11,062 11,463 4,788 (11,115) 28,734

Income taxes (recovered) 2,780 3,462 3,630 1,444 (3,737) 7,579

Net income (loss)  $ 9,756  $ 7,600  $ 7,833  $ 3,344  $ (7,378)  $ 21,155

Average assets1  $ 10,849,661  $ 2,285,291  $ 4,231,056  $ 1,855,020  $ 890,012  $ 20,111,040
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FOR THE SIX MONTHS ENDED APRIL 30, 2010

R & SME 
QUEBEC RE&C B2B LBS/CM OTHER TOTAL

Net interest income  $ 160,342  $ 40,438  $ 54,203  $ 921  $ (17,555)  $ 238,349

Other income 63,543 16,277 5,269 28,846 6,278 120,213

Total revenue 223,885 56,715 59,472 29,767 (11,277) 358,562

Provision for loan losses 21,332 9,134 1,534 – – 32,000

Non-interest expenses 173,807 9,800 25,364 23,337 11,624 243,932

Income (loss) before income taxes 28,746 37,781 32,574 6,430 (22,901) 82,630

Income taxes (recovered) 6,112 11,438 10,154 2,010 (7,447) 22,267

Net income (loss)  $ 22,634  $ 26,343  $ 22,420  $ 4,420  $ (15,454)  $ 60,363

Average assets1  $ 11,810,169  $ 2,831,663  $ 4,850,362  $ 2,515,241  $ 711,386  $ 22,718,821

FOR THE SIX MONTHS ENDED APRIL 30, 2009

R & SME 
QUEBEC RE&C B2B LBS/CM OTHER TOTAL

Net interest income  $ 150,743  $ 29,621  $ 42,611  $ 1,344  $ (31,543)  $ 192,776

Other income 57,826 11,489 4,803 24,931 19,480 118,529

Total revenue 208,569 41,110 47,414 26,275 (12,063) 311,305

Provision for loan losses 17,664 4,815 1,521 – – 24,000

Non-interest expenses 165,338 13,527 22,516 17,875 5,510 224,766

Income (loss) before income taxes 25,567 22,768 23,377 8,400 (17,573) 62,539

Income taxes (recovered) 5,631 7,128 7,418 2,533 (6,373) 16,337

Net income (loss)  $ 19,936  $ 15,640  $ 15,959  $ 5,867  $ (11,200)  $ 46,202

Average assets1  $ 10,794,330  $ 2,247,415  $ 4,197,356  $ 1,828,265  $ 788,748  $ 19,856,114
R & SME Quebec –  The Retail & SME Quebec segment covers the full range of savings, investment, fi nancing and transactional products and services offered through its direct distribution network, 

which includes branches, the electronic network and the call centre, as well as Point-of-Sale fi nancing across Canada. This business segment also offers Visa credit card services, 
insurance products and trust services. As well, it offers all commercial fi nancial services to the small and medium enterprises in Quebec.

RE&C –  The Real Estate & Commercial segment handles real estate fi nancing throughout Canada, commercial fi nancing in Ontario and National accounts, as well as foreign exchange and 
international services.

B2B –  The B2B Trust business segment supplies generic and complementary banking and fi nancial products to fi nancial advisors and non-bank fi nancial institutions across Canada. 
This business segment also encompasses deposit brokerage operations.

LBS/CM –  Laurentian Bank Securities and Capital Markets segment consists of the Laurentian Bank Securities Inc. subsidiary and capital market activities.
Other –  The Other segment includes treasury and securitization activities and other activities of the Bank, including revenues and expenses that are not attributable to the above-

mentioned segments.
1 Assets are disclosed on an average basis as this measure is most relevant to a fi nancial institution.



 Shareholder Information

 Stock symbol and dividend payment

 THE COMMON AND PREFERRED SHARES INDICATED BELOW
 ARE LISTED ON THE TORONTO STOCK EXCHANGE.

 STOCK SYMBOL
 CODE CUSIP

 DIVIDEND
RECORD DATE*

 DIVIDEND
 PAYMENT DATE*

 Common shares  51925D 10 6 LB  First business day of:
 January February 1st

 April May 1st
 July August 1st

 October November 1st
 Preferred shares

 Series 9  51925D 87 4 LB.PR.D  **  March 15
 Series 10  51925D 86 6 LB.PR.E  **  June 15

 September 15
 December 15

 * Subject to the approval of the Board of Directors.

**  On such day (which shall not be more than 30 days preceding the date fi xed for payment of such dividend) as may be determined from time to time by the Board of Directors 
of the Bank.

 Head offi ce
Tour Banque Laurentienne
1981 McGill College Avenue
Montreal, Quebec H3A 3K3
Tel.: (514) 284-4500 
ext. 5996
Fax: (514) 284-3396

Telebanking Centre,
Automated Banking
and customer service:
Montreal region:
(514) 252-1846
Toll-free: 
1-800-252-1846
Website:
www.laurentianbank.ca
Telex: 145069

Transfer Agent and Registrar 
Computershare Investor Services
1500 University Street
Suite 700
Montreal, Quebec H3A 3S8
Phone: 1-800-564-6253 
(toll-free in Canada and 
the United States)
or (514) 982-7555 
(international direct dial).

Investors and analysts
Investors and analysts 
may contact the Investor 
Relations Department 
at Head Offi ce by calling 
(514) 284-4500 ext. 7511.

Media
Journalists may contact
the Public Affairs and 
Communications Department
at Head Offi ce by calling
(514) 284-4500 ext. 7511.

Ombudsman’s offi ce
Laurentian Bank of Canada
1981 McGill College Avenue
14th Floor
Montreal, Quebec H3A 3K3
(514) 284-7192
1-800-473-4782

Change of address and 
inquiries
Shareholders should notify the
Transfer Agent of a change of
address. Inquiries or requests
may be directed to the
Secretary’s Offi ce at
Head Offi ce or by calling
(514) 284-4500 ext. 7545.


