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Thank you Lindsay, and good afternoon everyone. It's great to be here today and to see so many friends and
colleagues from the Board of Trade and the B.C. Chamber. And of course, we have many of the CBA
member banks joining us as well. Thank you all for coming. In particular, | want to thank one of our
members, HSBC, for sponsoring this event.

For me, it is a pleasure to be back in Vancouver, although the city seems quieter than last time. | had the
pleasure of being here for the closing ceremonies of the Winter Olympics. What an experience! The people of
Vancouver -- and all of British Columbia — had the vision and the commitment to host the Games, and the
Paralympics. Those people ranged from Premier Gordon Campbell to all the volunteers. And from major
sponsors like Royal Bank (which has been sponsoring the Olympics since 1947) ...to businesses large and
small throughout the lower mainland...to each resident who made our visitors feel welcome. As the world
watched, our athletes made all of Canada proud, but so did the thousands of people who worked together to
make the Games a success. | congratulate all of you.

| welcome the chance to stand here today — | always welcome the opportunity to keep Canadians informed
about our industry. But | am also glad to be standing here today because there are many banks around the
world that are no longer standing at all. And others are standing now only because they are propped up by
direct financial support from their governments.

Some of the financial institutions that have collapsed or are on life-support were recognized and respected
names in their own countries and internationally, just like Canada’s banks. They played a central role in their
economies, like Canada’s banks do. Now they are gone, or severely weakened, while banks in Canada
remain strong and vital. Our national banking system continues to offer competitive services across the
country. The banks’ diversification across regions and across lines of business has paid off in well-managed
risk and financial stability.

In the next few minutes, | am going to look at the reasons for our success, some of the important challenges
we face and how we can ensure that we maintain a strong banking sector in Canada. And while | do this, we
need to keep in mind what this means to Canada, Canadians, and for the people of British Columbia in the
future.

*%%

As you probably know, since the beginning of the financial crisis, the United States has had over 200 bank
failures and more are expected. Across Europe, many banks have needed support from governments — that
means taxpayers.

Consider these other numbers: 738 banks and other lending institutions in the U.S. have received direct
government capital injections totalling almost $250 billion. The government of the United Kingdom has put
more than $125 billion into its banks. The Netherlands: almost $53 billion. France $26 billion. Ireland $29
billion. Germany has set aside $107 billion for capital injections.

How many Canadian banks have collapsed? Zero.

And the total amount of taxpayer dollars used to bailout Canadian banks? Zero.

It's clear the global financial crisis has devastated financial institutions in many countries. But not in Canada.

Rather, Canada’s banks and our financial regulatory system have emerged from this crisis as the envy — a
model — for the world.

Both Moody’s and the World Economic Forum have named Canada’s banks as the strongest and the most
financially secure in the world. For two years in a row.

As we look at the global picture for banking, it's important to understand that Canada’s banks have done
more than just “not fail”. By any measure at any time, our banks are succeeding. And, in succeeding, they are
helping other Canadian businesses and individuals succeed.



Canada’s banks have continued to lend to credit-worthy borrowers, helping to lessen the impact of the
financial crisis. They stepped into the breach when other lenders reduced lending or left the Canadian market
altogether.

Throughout the crisis, our banks continued to improve customer service at the counter and through their
investments in technology: Close to $6 billion last year alone. They employ more than 263,000 Canadians
and continue to pay over $10 billion in dividends to individuals and their pension plans.

And banks continued to pay taxes; $7.5 billion in 2009.

Let me put it in terms that we all understand after Canada’s performance at the Winter Olympics: if there were
gold medals awarded for banking, Canada would “own that podium” too.

Here in B.C., employment by banks has grown to almost 30,000 people. The banks’ contribution to the
provincial GDP has grown from about $3.7 billion to more than $4.8 billion in the past 10 years. The
authorized loans to B.C. businesses have grown by almost 60 per cent since 2000. Charitable donations
within the province alone are about 64 per cent higher than 10 years ago.

Banks are a vital and growing part of the community here, just as they are across the country. In B.C., banks
have a long tradition and presence in the community. I'm sure there was a banker on Captain Vancouver’'s
ship when it sailed into the harbour in June of 1792.

Banks have been here to help finance the growth and expansion of the province. They have also been good
corporate citizens and today they continue this community work by supporting the arts, sports, education,
health, environment and youth activities and programs here in Vancouver and across the province. Our
banks also help the Red Cross collect funds quickly and efficiently for humanitarian disasters — most recently
for the people of Haiti.

We can be proud of our banking system and | believe more of us are realizing that Canada’s banks are a
strategic asset for this country. As the world economy begins to rebuild, we have a competitive advantage in
our strong, well-managed banking industry. As Newsweek magazine said: “Canadian banks are well-
capitalized and poised to take advantage of opportunities that American and European banks cannot seize.”

Clearly, Canadian policy-makers at the highest level recognize the inherent strength of our industry. Prime
Minister Stephen Harper, Finance Minister Jim Flaherty and Bank of Canada Governor Mark Carney have
often commented on the strength and stability of our banks. So have government leaders in other countries.

This raises the question about why banks in Canada succeeded when others failed.

One reason we are emerging from the financial crisis in a position of strength is certainly the Canadian
regulatory system. Other countries are looking at our system to get ideas for potential reforms to their own.
We have the Office of the Superintendent of Financial Institutions (OSFI) on the one hand and the Financial
Consumer Agency of Canada (FCAC) on the other. The first ensures bank practices are prudent. The second
is there to ensure our customers are protected.

We have the Canada Deposit Insurance Corporation — CDIC, which plays a key role in protecting deposits.

And, of course, there is the important role of the Bank of Canada and the role of the federal government itself
in setting policy.

Compared to many other countries, our regulatory system is efficient, streamlined and some would say “super
prudent”. Also, there are clear responsibilities. In fact, our key banking regulators can all fit in a taxi cab
together. On the other hand our top securities regulators would have to charter a bus. I'll come back to this
shortly.



Effective regulation is one reason for our success. But it is important to understand that Canada and its banks
are not well-positioned today solely because of our regulatory regime. No one can regulate their way to
success. Government policies and regulations can create a framework, but they cannot build a business or an
industry. That takes good business management. And, as the facts prove, Canada’s banks have good
management.

Our banks were not required to, but chose to avoid irresponsible mortgage lending... chose to maintain their
capital at higher-than-regulated levels...chose to keep credit flowing to small and mid-sized businesses...and
chose to keep investing in technology, service and jobs. They managed through the financial crisis -- and
were not paralyzed by it — because they remained focused on the longer term.

It is the combination of these two salient features — good regulation and good management — that gives
Canada a competitive advantage in financial services today.

However, does this give us a free pass when it comes to new regulations? Unfortunately not. But | hope it
does mean that we are in a better position than most to confront the new regulatory realities.

As you know, there is currently a myriad of proposals coming from the G-20 and other international
organizations about the need to introduce further regulations of the financial sector. These include changes to
capital levels and liquidity, guidelines for compensation, accounting rules and even special levies on banks.
Given the destruction caused by the global financial crisis, it is certainly understandable that some people
would call for new rules.

Canadian banks support the G-20's goal of stabilizing and strengthening the global financial system and this
will be discussed further when the G-20 leaders meet in Toronto in June. We welcome a move towards
improved and consistent global capital standards. The banking industry is working with OSFI and the
government of Canada to ensure that Canada’s strong banks are not put at a global disadvantage due to
inconsistent implementation of the new regulations. We would hope that, given the demonstrated strength of
our banking system, any recommendations coming from Canada would be given serious consideration by the
G-20.

Creating this level playing field is a very big challenge. Remember that, for the most part, these regulatory
proposals are coming from jurisdictions with financial systems and banking industries that are fundamentally
different from ours. Their experience before and during the financial crisis was fundamentally different than
Canada’s. The actions they may need to take are fundamentally different than what we may need here.

| am not saying that Canada and banks in Canada are perfect. There is always room to improve.

However, | am saying that we must not allow ourselves to get caught up in a wave of “regulation-mania” — to
change what we do — which works — just because the other guy is changing what he does because that
hasn’t worked. And above all, we are seeking a level playing field internationally where Canada’s banks can
thrive.

We need to look carefully and analytically at what is being proposed. We should be careful about being the
first to adopt. Let's be sure we understand how some of these new rules will affect our system immediately
and over time. Let's look at the possible impact of regulations that, as we have learned through experience,
may have unintended consequences. They may be imposed in haste only to be regretted over time. And we
must look at the cumulative impact of these regulations, and how they are going to be implemented.

With all these new proposed regulations coming at us, | like to think of it as a sky full of planes circling the
airport and trying to land. We need a good air traffic controller to manage all these planes to make sure they
don't all come down at once — that they are sequenced in a way that makes sense. Hopefully, the G-20 will
be that air traffic controller.

Let's remember how well our system works and how good we really are. That might have seemed immodest
and unCanadian before the Olympics, but perhaps we learned in Vancouver how to really go for the gold.



Nonetheless, there are things that we can do here at home, some practical actions to make our banking
system better and that will position Canada to take full advantage of our strengths.

The first is the right kind of government and regulatory support. Overall, the federal government, OSFI and
the Bank of Canada acted with extraordinary diligence throughout the financial crisis. The government put in
place back-up schemes (most of which were not used) and the Bank of Canada provided the necessary
flexibility to keep funds flowing.

However, we have occasionally seen some surprises from the federal government in the past year with
regulations that we think are not necessarily in the best interest of consumers (restrictions on the marketing of
insurance on bank websites for example). The role of government and regulators is to create a policy
framework that allows the banks to pursue opportunities while protecting consumers.

Changes to regulation should be limited, evidence-based, carefully considered from all angles, and
implemented only after thorough consultation with those actually being affected by the regulation.

In a nutshell, we need smart regulation.

Second, we need a truly national and uniform system of regulation for financial services. This includes a
Canadian securities regulator. This may be one area where other industrialized countries can serve as
examples. They all have one. We don’t. Our government is working hard to change that through the Canadian
Securities Regulator Transition Office led by B.C.’'s Doug Hyndman.

Finally, the CBA believes the federal government should continue the direction it has set in its taxation
policies. We are pleased to see it has made excellent progress to date and has continued the commitment to
decreasing corporate income tax rates in the recent federal budget. That's good for all businesses and for the
economy.

For its part, the government of British Columbia has taken some very important steps to ensure that B.C. has
a competitive business environment. We welcome its decision to reduce the corporate income tax rate, to
eliminate the capital tax and Minister Hansen’s most recent announcement in last month’s budget to eliminate
the minimum tax on financial institutions. The introduction of the HST in B.C., though a politically challenging
issue, is yet another part of this broader effort by the government to ensure that B.C. has the right tax
policies. Taken together, all of these tax initiatives encourage economic growth and send a signal to business
that its contribution is welcome. That prompts investment and creates jobs.

This brings me to my next point about how our banks and governments can promote Canada and its financial
sector globally. We know that Canada is recognized at home and around the globe for the strength of our
banks. In two months, Canada is hosting the G-8 and G-20 meetings — a tremendous opportunity to
showcase our financial services sector to the world. We have an envied regulatory regime already in place.
And we have some of the best management and employee teams in banking anywhere in the world. Our
banks create employment and are also exporters — about 33 per cent of bank revenues were generated
outside Canada in 2009.

We need to keep building on the established level of cooperation among governments, regulators and banks.
| believe the constructive working relationships we have developed have helped us achieve what Canada has
today and will help us in the future.

One of these areas of cooperation, albeit in a different context, is crime prevention. | could not come to B.C.
and give a speech without talking about how crime prevention is a prime concern to banks and the
community, and it is particularly relevant here in B.C.

The CBA and its member banks have made this a priority in our business processes and policies. We work
closely with governments and law enforcement to reduce fraud, and we were very pleased to see the federal



government pass legislation last year making identity theft a crime after several years of advocacy by the
CBA. It's a very helpful step.

While fraud is about financial security, the crime | want to focus on is a matter of personal safety. That crime
is bank robbery. There is sometimes a popular misconception that robbing a bank is almost a victimless crime
— even “romantic” or “adventurous” as seen in the movies. It is not. Bank robbery is a violent crime that
endangers and victimizes our customers and our employees. It threatens the public and attacks the fabric of
our communities.

The money taken in bank robberies is not the issue. The real issue is the physical danger of robberies and
the psychological trauma they cause. While most robberies are committed by criminals passing a note to a
teller backed by the threat of violence, a growing number are confrontations with thugs carrying weapons.

Across Canada, there were 811 bank robberies in 2009, but the problem is the worst right here. As members
of the Vancouver Board of Trade, you probably know that in recent years British Columbia has had more
bank robberies than every other province combined.

The problem is not a failure by police. In fact, Vancouver Police arrest more than 90 per cent of bank robbers
shortly after the crime. Higher than the rate for other property crimes.

The problem is not that Vancouver has more banker robbers. The problem is that it is the same criminals
robbing banks over and over again. When they are convicted, they receive shorter sentences than anywhere
else in Canada. Then they receive early parole and come back to repeat the offence. It is a rare occasion that
a bank is not robbed by a repeat offender.

The problem is not just the banks’ problem. It is a community problem and it stems from a number of sources
— from social issues like gang-related violence and drug abuse. Then there are legal issues such as the
Criminal Code and how it is enforced, to structural and jurisdictional issues like who should be responsible
and who is best equipped to tackle it.

It is, in short, a complex problem that requires a holistic approach to find a solution. It requires cooperation
and the CBA and the banks have been actively working with others. In 2005, we were involved in the creation
of the Vancouver Robbery Coalition with partners in law enforcement, government and business — including
the Board of Trade. Over the past few years, the heads of security for the major banks have collaborated
effectively with Vancouver Police.

The banking industry has also worked with the justice system on a new approach being tested here in
Vancouver with experienced Crown Attorneys who are focused mainly on bank robbery cases and who are
helping deal with offenders efficiently and more consistently. There are representatives with us here today
from the Vancouver Police Department Major Crimes Robbery Unit and the dedicated Crown Prosecutors.
These people are truly making a positive difference concerning bank robbery in the city and we applaud their
efforts.

Reducing bank robberies has proved to be challenging. But through the commitment of everyone involved we
are making progress. After rising year after year, the number of financial institution robberies in B.C. dropped
from 472 in 2007 to 385 in 2008 and 313 last year. Of course, we all want to see the number keep coming
down and | can assure you that the CBA is committed to doing its part. We will continue to work with our
partners in this effort. Together, we need to make changes that will help to attack crime. In particular, those
laws that permit early parole and contribute to repeat offenders, these need to be changed.

The results of this cooperation and commitment are encouraging, but there is more we can all do. One thing
we would like to see is for other cities in the province to appoint dedicated Crown Prosecutors, since the
problem of bank robberies is certainly not limited to Vancouver.

| would like to return to where | began today, talking about our sound banking system. We know from public
opinion research that Canadians see their banks as among the best in the world. They want this country to



have a banking industry that is vital and internationally competitive: From a survey that we did last year, we
know that 88 per cent of Canadians recognize the connection between successful banks and their own
economic well-being.

| have mentioned some of the practical things that we can do better as a country; smart regulations, a
Canadian Securities Regulator, competitive tax policies, and more work on crime prevention.

I've also mentioned that while we need to be supportive of better global regulations in the financial sector, we
have concerns about their implementation.

| am convinced that through improved cooperation with all levels of government, we can make our system
even stronger. We've seen the positive results here in Vancouver from working together to fight crime.

As we head into the G-8 and G-20 meetings in June, we have an opportunity to showcase Canada and
Canada’s banking system, and also ensure that we don’t create an unlevel playing field for our banks.

Ultimately a successful banking system in Canada means that our banks can continue to help businesses
and Canadians prosper. It means a stronger economy for Canada and for British Columbia.

Thank you.



