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Royal Bank of Canada 

Wide-moat rated Royal Bank of Canada reported solid fiscal first-quarter earnings. Adjusted 

earnings per share were CAD 2.87, coming in above the Factset consensus estimate for CAD 

2.70. The bank’s results were strong across the board, producing a return on equity of 17%, 

with net interest income up 5% year over year, fees up 12% (after adjustments), and 

expenses only up 1%. This led to 7% growth in diluted EPS year over year. Expense 

expectations are still for something close to 4% growth for the year, which is what we have 

penciled in. We also have additional net interest income growth in our projections, driven by 

rate hikes throughout the year. Fees are coming in a bit stronger than we may have 

foreseen, but given generally how close the rest of the results are with our projections, we 

do not plan any material changes to our fair value estimate of CAD 141/USD 110. 

Net interest income was up 5%, a strong result driven by healthy balance sheet growth, as 

NIM was down year over year. Canadian banking saw average loans rise 2% quarter over 

quarter and 8% year over year, while City National saw year over year loan growth of 13%. 

Rate sensitivity disclosures were largely in line with last quarter. Strong fees were driven by 

continued strength within the wealth and asset management businesses, and investment 

banking related fees also remained strong. Finally, the bank continues to invest in additional 

marketing and technology opportunities, and we would expect some expense growth to pick 

up as the year progresses. 
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SUGGESTED 

• BUY $ 138 +/- 

• SELL $ 143 +/- 

• EXIT $ 135 
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Toronto-Dominion Bank 

Wide-moat-rated Toronto-Dominion reported decent fiscal first-quarter results. Adjusted 

earnings per share were CAD 2.08, representing year-over-year growth of 14%. Credit costs 

remained quite low at only CAD 72 million. Net revenue was up 5% year over year, an 

average result, as net interest income increased 4.5% and fees increased 5.5%. This puts the 

bank slightly ahead of our expectations on net interest income and relatively in line on fees. 

Expenses were up 3% year over year, a bit ahead of the 2% rate we are projecting for the full 

year. Given that both NII and expenses are slightly ahead of our annual growth rates, we 

don’t anticipate making any material changes to our CAD 97/$76 fair value estimate. We 

view the shares as fairly valued. 

Net interest income grew roughly 4% in the Canadian retail segment, driven by solid loan 

growth of 9%. Canadian retail also saw strong fee performance, up 8%, driven by solid 

results in the wealth unit. Expenses increased 8% as higher technology, marketing, and 

compensation costs all played a role. U.S. retail (in U.S. dollars) saw 6% growth in revenue 

(similar to Canadian retail), while expenses were down 4%. Wealth results were strong in 

the United States as well. The wholesale segment did OK, with revenue growth of 3%, 

partially due to tough comps on trading-related revenue. We saw our first increase in gross 

impaired loans during the quarter, signaling that the credit environment has begun its 

normalization process. Toronto-Dominion announced the acquisition of First Horizon on 

Feb. 28. Overall, we don’t think the deal will add value for TD shareholders, and we are not 

including any extra value in our fair value estimate. 
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SUGGESTED 

• BUY $ 98 +/- 

• SELL $ 103 +/- 

• EXIT $ 95 
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Canadian Imperial Bank of Commerce (CIBC) 

Narrow-moat rated Canadian Imperial Bank of Commerce reported solid fiscal first-quarter 

earnings. Adjusted earnings per share were CAD 4.08, coming in above the Factset 

consensus estimate of CAD 3.68. The bank’s results were strong across the board, producing 

a return on equity of 18%. Revenue was up 11% year over year, driven by net interest 

income growth of 10% and fee growth of 11%. With rate hikes coming up, we expect 

momentum for net interest income should continue. Expenses were up 10%, allowing the 

bank to generate pretax pre-provision growth of 11% year over year. This led to 14% growth 

in diluted EPS year over year. Based on these results, we don’t anticipate any material 

change to our fair value estimate of CAD 156/USD 122. 

Results were particularly strong within the wealth management segments, with revenue up 

19% year over year in Canada and 10% year over year in the United States. Capital markets 

also saw strong results, with revenue up 11% and net income up 10%. We think this may 

start to slow down a bit as the trading and investment banking environment normalizes, but 

so far results are exceptionally strong. Loans were up nearly 5% quarter over quarter, a 

strong start to the year. This, along with continued growth in card volumes, points to a 

healthy economic environment. We think loan growth in general, and mortgage growth 

specifically, will be important trends to watch as rate hikes play out, which may potentially 

act as a headwind to growth. 

 



TRAIN2INVEST                                          COACHES CORNER                                 March 10th, 2022 
 

7                                                                                             Private & Confidential                                                                                  Copyright: Train2Invest Inc 

 

 

SUGGESTED 

• BUY $ 157 +/- 

• SELL $ 162 +/- 

• EXIT $ 155 
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Bank of Montreal 

Narrow-moat rated Bank of Montreal reported excellent fiscal first-quarter earnings. 

Adjusted earnings per share were CAD 3.89, representing year-over-year growth of 27%. The 

bank was able to record another provisioning benefit, meaning credit costs were a net 

benefit during the quarter. Adjusted net revenue was up 12%, a strong result, driven by 

decent loan growth, some positive margin movement within the loan book, and continued 

strong fee income from investment banking. While revenue was coming in relatively strong, 

so were expenses. Adjusted expenses were up 7% year over year. This still led to 18% 

adjusted pre-provision pretax earnings growth. While these initial results are generally 

ahead of where we expected the bank to be, we do not plan to make any material 

adjustments to our current fair value estimates of CAD 148/USD 115 just yet, as we wait for 

at least one more quarter of results in this uncertain environment. We will note that 

Canadian bank names are generally reacting much less to the current situation than U.S. 

bank stocks. We’ve highlighted in the past that Canadian banks tend to be more stable 

names overall, and we believe they have much less rate risk exposure. 

The bank’s rate sensitivity disclosures did increase a bit, going from CAD 384 million to CAD 

540 million, which was at least partially due to changes in assumptions around surge 

deposits. We had thought the previous surge deposit assumptions were likely conservative. 

We expect some gradual benefit from this as rates likely increase throughout 2022. Balance 

sheet growth was generally strong, with average net loans up 7% year over year and 3% 

quarter over quarter. This will be important to watch, particularly for mortgage growth and 

consumer loan growth in general, as rates rise in 2022 and beyond. While expense growth 

was higher, it was largely driven by performance-based compensation, a good problem to 

have. 
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SUGGESTED 

• BUY $ 145 +/- 

• SELL $ 150 +/- 

• EXIT $ 142 

Bank of Nova Scotia 

Narrow-moat rated Bank of Nova Scotia reported decent fiscal first-quarter earnings. 

Adjusted earnings per share were CAD 2.15, representing growth of 14% year over year. The 

bank was able to record another quarter of relatively low provisioning as the credit 

environment remains benign, while revenue and expenses were each flat year over year. In 

other words, earnings growth was driven exclusively by declining reserve levels and low 

charge-off levels. These initial results are generally in line of where we expected the bank to 

be. We expect some additional balance sheet growth and higher rates will help net interest 

income see some growth as the year progresses, while we see low-single-digit percentage 

fee growth and stable expenses for the rest of the year. As such, we do not plan to make any 

material adjustments to our current fair value estimates of CAD 87/USD 68. We will note that 

Canadian bank names are generally reacting much less to the current situation than U.S. 

bank stocks. We’ve highlighted in the past that Canadian banks tend to be more stable 

names overall, and we believe they have much less rate risk exposure. 

The bank’s rate sensitivity disclosures did increase a bit, going from CAD 157 million to CAD 

245 million, although the bank remains on the low end of what we see for the Canadian 

banks. Balance sheet growth in Canada was generally strong, with average loans up 3% 

quarter over quarter, while it remained a bit weaker abroad, up 2%. We think loan growth 

will be important to watch, particularly in Canada given the consumer debt loads, as rates 
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rise in 2022 and beyond. Similar to peers, the bank saw continued strength with its global 

banking and markets unit. Revenue was up 5% year over year and remained near all-time 

highs as the overall banking and capital markets environment remained positive. 
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SUGGESTED 

• BUY $ 90 +/- 

• SELL $ 93 +/- 

• EXIT $ 87 

National Bank of Canada 

Narrow-moat rated National Bank of Canada reported solid fiscal first-quarter earnings. 

Earnings per share were CAD 2.65, above the Factset consensus estimate of CAD 2.24. The 

bank’s results were strong across the board, producing a return on equity of 22%. Revenue 

was up 11% year over year, driven by net interest income growth of 10% and fee growth of 

12%. Expenses were up 8%, allowing the bank to generate pretax pre-provision (PTPP) 

growth of 14% year over year and solid operating leverage. This led to 23% growth in 

diluted EPS year over year. We’ve highlighted National Bank of Canada’s unique revenue 

growth exposure in the past, along with its industry-leading ROEs, and this quarter’s results 

were no exception. The year is starting off a bit stronger than we anticipated, particularly on 

the revenue side, however, given slightly higher expenses as well, we do not expect to 

materially change our fair value estimate of CAD 109. We see National Bank of Canada as 

still modestly undervalued. 

Solid results were present across the bank’s operations. P&C banking, wealth management, 

and financial markets all saw double-digit PTPP growth year over year. ABA, as expected, 

continued its strong double-digit growth, with revenue up 33%. Average loans were up 3% 

quarter over quarter and 12% year over year. Management expects mortgage growth to 

remain strong for the year. We think loan growth in general, and mortgage growth 

specifically, will be important trends to watch as rate hikes play out, with higher rates being 
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a headwind to growth. Wealth management had strong results, with AUM up 17% year over 

year and fees-based revenue up 22%. We expect growth to continue for the bank’s platform 

here. Finally, markets-related revenue also remained strong, up 11% year over year, building 

on what was already a strong 2021. We think this may start to slow down a bit as the trading 

and investment banking environment normalizes, but so far results are exceptionally strong. 
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SUGGESTED 

• BUY $ 96 +/- 

• SELL $ 101 +/- 

• EXIT $ 94 

PRIOR EXECUTION TRACK 

 Geo-political Events 

 BoC Interest Rate  

 Inflation 

 Technical Indicators 
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