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FINANCIAL HIGHLIGHTS 
 
 
     
(Unaudited) For the three months ended For the nine months ended
(000s, except Percentage, Multiples and Per Share Amounts) September 30 June 30 September 30 September 30 September 30
  2015  2015  2014  2015  2014
OPERATING RESULTS           
Net Income $  72,443  $  72,317  $  73,755  $  217,046  $  217,236  
Net Interest Income   121,698   117,210    117,583    354,432    343,113  
Total Revenue   247,194    250,879    255,046    747,305    758,394  
Diluted Earnings per Share $  1.03  $  1.03  $  1.05  $  3.09  $  3.09  
Return on Shareholders’ Equity  18.7%  19.1%  22.0%  19.2%  22.7%
Return on Average Assets  1.4%  1.4%  1.4%  1.4%  1.4%
Net Interest Margin (TEB)1  2.38%  2.29%  2.29%  2.32%  2.25%
Provision as a Percentage of Gross Uninsured Loans (annualized)  0.08%  0.07%  0.11%  0.07%  0.10%
Provision as a Percentage of Gross Loans (annualized)  0.06%  0.05%  0.08%  0.06%  0.07%
Efficiency Ratio (TEB)1  30.8%  32.2%  29.9%  31.1%  28.9%
     As at   
 September 30  June 30  December 31  September 30   
  2015  2015  2014  2014   
BALANCE SHEET HIGHLIGHTS           
Total Assets $  20,314,220  $  20,516,247  $  20,082,744  $  20,561,608    
Total Assets Under Administration2   25,404,219    25,456,212    24,281,366    24,226,114    
Total Loans3   18,336,736    17,982,475    18,364,910    18,488,902    
Total Loans Under Administration2,3   23,426,735    22,922,440    22,563,532    22,153,408    
Liquid Assets   1,477,493    1,815,817    1,058,297    1,298,938    
Deposits   14,949,842    14,966,544    13,939,971    14,022,132    
Shareholders’ Equity   1,569,230    1,536,099    1,448,633    1,371,985    
FINANCIAL STRENGTH          
Capital Measures4          
Risk-Weighted Assets $  7,797,987  $  7,634,392  $  7,186,132  $  7,115,046    
Common Equity Tier 1 Capital Ratio  18.06%  18.03%  18.30%  17.58%   
Tier 1 Capital Ratio  18.06%  18.03%  18.30%  17.58%   
Total Capital Ratio  20.51%  20.53%  20.94%  20.24%   
Leverage Ratio5   7.17   6.94  N/A  N/A   
Credit Quality          
Net Non-Performing Loans as a Percentage of Gross Loans  0.30%  0.33%  0.30%  0.27%   
Allowance as a Percentage of Gross Non-Performing Loans  69.4%  62.9%  64.4%  69.9%   
Share Information          
Book Value per Common Share $  22.37  $  21.87  $  20.67  $  19.57    
Common Share Price – Close $  32.03  $  43.28  $  47.99  $  50.39    
Dividend paid during the quarter ended $  0.22  $  0.22  $  0.20  $  0.18    
Market Capitalization $  2,247,225  $  3,040,290  $  3,363,907  $  3,532,591  
Number of Common Shares Outstanding   70,160   70,247   70,096     70,105  
1 See definition of Taxable Equivalent Basis (TEB) under Non-GAAP Measures in this report. 
2 Total assets and loans under administration include both on and off-balance sheet amounts. 
3 Total loans include loans held for sale. 
4 These figures relate to the Company’s operating subsidiary, Home Trust Company. 
5 Effective Q1 2015, the Assets to Regulatory Capital Multiple has been replaced with the Basel III leverage ratio.  See definition of the leverage ratio under Non-GAAP Measures 
in this report. 
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Home  Capital Group  Inc.  is  a  public  company,  traded  on  the  Toronto  Stock  Exchange  (HCG),  operating  through  its 

principal subsidiary, Home Trust Company. Home Trust is a federally regulated trust company offering residential and 

non‐residential mortgage  lending, securitization of  insured residential first mortgage products, consumer  lending and 

credit card services. In addition, Home Trust offers deposits via brokers and financial planners, and through its direct to 

consumer deposit brand, Oaken Financial. Licensed to conduct business across Canada, Home Trust has branch offices 

in Ontario, Alberta, British Columbia, Nova Scotia, Quebec and Manitoba. 

Home Trust Company www.hometrust.ca   Home Capital Group Inc. www.homecapital.com 
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Home Capital Reports Q3 Earnings:  
 Diluted Earnings per Share of $1.03 
 Quarterly dividend of $0.22 per common share 
 
Home Capital today reported financial results for the third quarter ended September 30, 2015. The Company delivered solid results 
across its business, including an increased net interest margin, a healthy loan portfolio evidenced by low non-performing loans and 
credit losses, a further improvement in single-family mortgage originations, growth in commercial and consumer lending and a 
strong capital position.   

Home Capital continues to demonstrate positive results, reflecting the continued strength of the overall business, its diverse sources 
of growth and the Company’s expectation of further progress towards improving origination volumes for the remainder of the year.   

Q3 Financial Highlights: 

 Q3 2015 net income of $72.4 million and $217.0 million for the first nine months of 2015, down 1.8% compared to $73.8 
million in Q3 2014 and flat compared to $217.2 million in the first nine months of 2014.  Q3 2015 net income was 0.2% 
higher than Q2 2015.  

 Q3 2015 diluted earnings per share (EPS) of $1.03 and $3.09 for the first nine months of 2015, compared to $1.05 and 
$3.09 earned in the comparable periods of 2014.  Q3 2015 diluted EPS was flat compared to Q2 2015. 

 Return on common shareholders’ equity was 18.7% for Q3 2015 and 19.2% for the first nine months of 2015. 

 Net non-performing loans as a percentage of gross loans (NPL ratio) was 0.30% at the end of Q3 2015, compared to 0.33% 
at the end of Q2 2015, and 0.30% at the end of Q4 2014. 

 Q3 2015 Common Equity Tier 1 and Tier 1 ratios of 18.06% and Total capital ratio of 20.51%.   

Growing Our Core Business 

Home Capital, through its principal subsidiary Home Trust Company, continued in Q3 2015 to build on its presence as Canada’s 
leading alternative financial institution serving an established, but underserved and growing, market niche.  

The Company’s results reflect its continued profitability as measured by an increased net interest margin (TEB) in the quarter of 
2.38%, a healthy loan portfolio as evidenced by continued low non-performing loans and credit losses, and a strong capital position. 
In addition, the Company is making solid progress on efforts to increase originations of single-family residential mortgages, and 
seeing strong growth in other lines of business. 

Total mortgage advances in the quarter were $2.50 billion, an increase of 23.5% from $2.02 billion in Q2 2015, driven by a marked 
improvement in single-family residential mortgage originations and increases in residential and non-residential commercial mortgage 
originations. 

Home Capital reported traditional (uninsured single-family) residential mortgages originations of $1.51 billion, as compared to $1.29 
billion in Q2 2015, an increase of 17.0%.  Accelerator originations for Q3 2015 were $416.3 million, as compared to $279.5 million in 
Q2 2015, a 48.9% increase.  Originations from all other sources increased 26.3% to $567.3 million. 

Total mortgage advances were 2.2% lower than Q3 2014, when they totaled $2.55 billion, as strength in non-residential and 
residential commercial mortgage originations offset a decrease in single-family residential mortgages.   

On a year-over-year basis, traditional residential originations declined 14.7% from $1.78 billion in Q3 2014, while Accelerator 
originations declined 20.4% from $522.9 million in Q3 2014.   

In Q2 2015, the Company disclosed that its mortgage origination volumes were impacted directly by, among other things, the 
Company suspending, during the period of September 2014 to March 2015, its relationship with 18 independent mortgage brokers 
and 2 brokerages, for a total of approximately 45 individual mortgage brokers.   

The total value of outstanding loans at September 30, 2015 that were originated by the suspended brokers was $1.72 billion.  This 
compares to $1.93 billion as at June 30, 2015.  The Company expects this balance to decline as customers pay down loans.  The 
Company continues to actively monitor the subject mortgages and notes that there have been no unusual credit issues.   

The Company is reviewing and re-validating, where appropriate, the income documentation related to the identified group of 
mortgages and taking corrective action accordingly.  The Company is approaching a quarter of the way through its review process, 
with plans to complete these efforts by the end of 2016.  Of the accounts reviewed, the Company has determined that over 90% of 
the mortgages reviewed to date could be eligible for renewal. 

Home Capital has taken several steps to improve origination volumes through the remainder of 2015, including sales measures to 
strengthen the Company’s pipeline for residential mortgage originations and to leverage the solid demand for its traditional 
mortgages within its established regions. In addition, the Company has renewed focus on expanding its commercial lending products, 
seeking to expand its footprint, as appropriate opportunities arise.  The Company expects to see further progress from these efforts 
to improve origination volumes in the fourth quarter. 

The Company is also pursuing other growth initiatives. 

TO OUR SHAREHOLDERS 
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Other lending, comprising credit cards, and other consumer retail loans, continue to be an important source of loan assets with 
attractive returns.  While representing 3.3% of the total on-balance sheet loan portfolio, these assets generated 6.4% of the interest 
income for the quarter.  

On October 5, 2015, the Company announced that it launched two new Visa credit card programs.  The Union Plus Canada Visa card 
and Optimax Visa card are issued by Home Trust on behalf of Union Plus Canada and Optimax Credit Inc., respectively.  These credit 
card programs leverage the brand, customer affinity and distribution channels of these organizations. 

Subsequent to the end of the quarter, on October 1, 2015, the Company, through its subsidiary Home Trust Company finalized the 
acquisition of all outstanding common shares of CFF Bank for a purchase price of $17.8 million, subject to final adjustments.  On the 
date of acquisition, Home Trust injected $35.0 million in capital in order to stabilize CFF Bank.  The acquisition of CFF Bank, a 
Schedule 1 chartered bank, achieves the Company’s strategic priority of obtaining a bank license and supports the Company’s long-
term strategy to continue to develop its deposit diversification initiatives and potentially its product suite.  In addition, the Company 
has a distribution agreement in place with certain owner-managed Canadian First Financial Centres, which had a prior relationship 
with CFF Bank, located across Canada, helping the Company to expand its distribution networks. 

Building on Operational Excellence  

Home Capital continues to experience strong credit performance, with net non-performing loans as a percentage of gross loans (NPL 
ratio) at 0.30% at the end of Q3 2015, compared to 0.33% at the end of Q2 2015 and 0.27% at the end of Q3 2014. These results 
reflect the high credit quality of the Company’s loan portfolio and were supported by the Company’s continued investments in its risk 
oversight and control functions.  

Home Capital also continued in the third quarter to make disciplined and measured investments in other areas related to the longer-
term growth of the business. These investments include, among other things, ongoing investments in technology related to operating 
as a digital enterprise, as well as continuing to update the Company’s loans-origination platform, which is designed for more efficient 
processing of loan applications.  In addition, the Company incurred certain expenses in the quarter related to closing the acquisition 
of CFF Bank. 

While most of the increase in expenses incurred by the Company in 2015 continue to be associated with ongoing efforts to build on 
Home Capital’s operational excellence and dedication to providing service to clients and business partners, the Company has incurred 
additional expenses of approximately $1.4 million cumulatively from Q4 2014 related to its efforts to realign some of its business 
partnerships following the suspension of the small number of brokers.  

Strong Shareholder Returns, Strong and Conservative Financial Position 

Home Capital continued to focus on maintaining its strong and conservative financial position while delivering returns to shareholders 
in Q3 2015, and our success in doing so is evident in our return on average shareholders’ equity of 18.7%.  

Subsequent to the end of the quarter, and in light of the Company’s performance, profitability and strong financial position, the 
Board of Directors approved a quarterly dividend of $0.22 per common share, payable on December 1, 2015 to shareholders of 
record at the close of business on November 13, 2015.   
 
The Company is pleased to announce the appointment of William J. Walker to the Board of Directors, on November 4, 2015.  Mr. 
Walker is a partner at Gowling Lafleur Henderson LLP, one of Canada’s largest law firms. He has over 35 years of experience 
practicing in the area of banking law with an emphasis on the rights and remedies of mortgage lenders, and has had dealings with 
OSFI and CDIC over the years.  We are confident that his broad experience in the mortgage industry, depth of knowledge of financial 
institutions, and legal expertise will be valuable assets to the Board, the Company and its stakeholders.     
 
In summary, the Company has maintained its solid fundamentals, and seen improvements in originations quarter over quarter. 
Home Capital’s focus remains on providing the best service and support to our customers and valued partners, generating future 
growth that is sustainable and prudent, and making the investments in our business that help us to achieve those goals.  

Looking ahead, the Board of Directors and management expect that Home Capital will continue generating solid shareholder for the 
remainder of 2015 and beyond. 

                                                                 
GERALD M. SOLOWAY     KEVIN P.D. SMITH 
Chief Executive Officer     Chair of the Board 
November 4, 2015                                                                                                                                         

Additional information concerning the Company’s targets and related expectations for 2015, including the risks and 
assumptions underlying these expectations, may be found in the MD&A of this quarterly report. 
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This Management’s Discussion and Analysis (MD&A) is provided to enable readers to assess the financial condition and results of 
operations of Home Capital Group Inc. (the “Company” or “Home Capital”) for the three months ended September 30, 2015. The 
discussion and analysis relates principally to the Company’s subsidiary Home Trust Company (Home Trust), which provides 
residential mortgage lending, non-residential commercial mortgage lending, consumer and credit card lending and deposit-taking 
services. This MD&A should be read in conjunction with the unaudited interim consolidated financial statements and accompanying 
notes for the period ended September 30, 2015 included in this report and the MD&A and audited consolidated financial statements 
and accompanying notes for the year ended December 31, 2014 included in the Company’s 2014 Annual Report.  Except as 
described in this MD&A and these unaudited interim consolidated financial statements, all factors discussed and referred to in the 
MD&A for fiscal 2014 remain substantially unchanged.  This MD&A has been prepared with reference to the unaudited consolidated 
financial statements which are prepared in accordance with International Financial Reporting Standards (IFRS or GAAP) and all 
amounts are presented in Canadian dollars. This MD&A is current as of November 4, 2015.   As in prior quarters, the Company’s 
Audit Committee reviewed this document, and prior to its release the Company’s Board of Directors approved it, on the Audit 
Committee’s recommendation.  The Non-GAAP measures used in this MD&A and a glossary of terms used in this MD&A and financial 
statements are presented in the last section of this MD&A.  

The Company’s continuous disclosure materials, including interim filings, annual Management’s Discussion and Analysis and audited 
consolidated financial statements, Annual Information Form, Notice of Annual Meeting of Shareholders and Proxy Circular are 
available on the Company’s website at www.homecapital.com, and on the Canadian Securities Administrators’ website at 
www.sedar.com. 

Caution Regarding Forward-Looking Statements 

From time to time Home Capital Group Inc. makes written and verbal forward-looking statements. These are included in the Annual 
Report, periodic reports to shareholders, regulatory filings, press releases, Company presentations and other Company 
communications. Forward-looking statements are made in connection with business objectives and targets, Company strategies, 
operations, anticipated financial results and the outlook for the Company, its industry, and the Canadian economy. These statements 
regarding expected future performance are “financial outlooks” within the meaning of National Instrument 51-102.  Please see the 
risk factors, which are set forth in detail in the Risk Management section of this report, as well as its other publicly filed information, 
which are available on the System for Electronic Document Analysis and Retrieval (SEDAR) at www.sedar.com, for the material 
factors that could cause the Company’s actual results to differ materially from these statements.  These risk factors are material risk 
factors a reader should consider, and include credit risk, funding and liquidity risk, structural interest rate risk, operational risk, 
investment risk, strategic and business risk, reputational risk and regulatory and legislative risk along with additional risk factors that 
may affect future results.  Forward-looking statements can be found in the Report to the Shareholders and the Outlook Section in 
this quarterly report.   Forward-looking statements are typically identified by words such as “will,”  “believe,” “expect,” “anticipate,” 
“estimate,” “plan,” “forecast,” “may,” and “could” or other similar expressions.   

By their very nature, these statements require the Company to make assumptions and are subject to inherent risks and 
uncertainties, general and specific, which may cause actual results to differ materially from the expectations expressed in the 
forward-looking statements.  These risks and uncertainties include, but are not limited to, global capital market activity, changes in 
government monetary and economic policies, changes in interest rates, inflation levels and general economic conditions, legislative 
and regulatory developments, competition and technological change. The preceding list is not exhaustive of possible factors.  

These and other factors should be considered carefully and readers are cautioned not to place undue reliance on these forward-
looking statements. The Company does not undertake to update any forward-looking statements, whether written or verbal, that 
may be made from time to time by it or on its behalf, except as required by securities laws. 

Assumptions about the performance of the Canadian economy in 2015 and its effect on Home Capital’s business are material factors 
the Company considers when setting its objectives, targets and outlook.  In determining expectations for economic growth, both 
broadly and in the financial services sector, the Company primarily considers historical and forecasted economic data provided by the 
Canadian government and its agencies.  In setting and reviewing its targets, objectives and outlook for the remainder of 2015, 
management’s expectations continue to assume: 

 The Canadian economy is expected to produce modest growth on balance in 2015; however, there continues to be 
adverse effects related to the drop and fluctuations in oil prices and other commodities.  While the Company has limited 
exposure in energy producing regions, it has plans for geographic expansion in Canada. There is some uncertainty as to 
the timing and extent of expansion given the economic conditions. 

 Generally the Company expects stable employment conditions in its established regions.  Unemployment rates in 
energy producing regions are expected to continue to increase through 2015.  Also, the Company expects inflation will 
generally be within the Bank of Canada’s target of 1% to 3%, leading to stable credit losses and consistent demand for 
the Company’s lending products in its established regions. Credit losses and delinquencies in the energy producing 
regions may see an increase, but given the Company’s limited exposure and lending practices, this is not expected to 
be significant. 

 The Canadian economy will continue to be influenced by the economic conditions in the United States and global 
markets and further adjustments in commodity prices; as such, the Company is prepared for the variability to plan that 
may result.  

 The Company is assuming that overnight interest rates will remain at the current very low rate for 2015. This is 
expected to continue to support relatively low mortgage interest rates for the foreseeable future.  

MANAGEMENT’S DISCUSSION AND ANALYSIS 
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 In the Company’s established regions the expectation is the housing market will remain stable with balanced supply 
supported by continued low interest rates, relatively stable employment, and immigration.  There will be stable housing 
starts and resale activity with relatively stable prices, with regional disparities, throughout most of Canada. This 
supports continued stable credit losses and stable demand for the Company’s lending products in its established 
regions.  

 Consumer debt levels, while elevated, will remain serviceable by Canadian households. 

 The Company will have access to the mortgage and deposit markets through broker networks. 

 
Home Capital is a holding company that operates primarily through its principal, federally regulated subsidiary, Home Trust, 
which offers insured and uninsured deposits, residential and non-residential commercial mortgage lending and consumer 
lending. The Company’s subsidiary Payment Services Interactive Gateway Inc. (PSiGate) provides payment card services.  
Licensed to conduct business across Canada, Home Trust has offices in Ontario, Alberta, British Columbia, Nova Scotia, 
Quebec and Manitoba.  Business is primarily conducted in Canadian dollars. 

The Business Portfolios, along with the Risk-taking Philosophy have not changed from the 2014 Annual Report.  Please refer 
to page 14 and 15 of the 2014 Annual Report.  In Q3 2015, the Company launched a refreshed Vision, Mission and Values, 
described below.  

As the Company’s management views its business as a single segment with a variety of product and service activities, the 
financial statements and the MD&A are prepared on that basis.   

 
 
In Q3 2015, the Company re-launched its Vision, Mission and Values in concert with our evolving service delivery 
commitments to our stakeholders.  Specifically:  

Our Vision  

The Company’s vision is to be the market leader in alternative-based financial services solutions to Canadians. 

Our Mission 

We believe every Canadian deserves a home and the opportunity to prosper. 

Our Corporate Values (PROSPER) 

Passion, Risk awareness, Optimism, Service, Professionalism, Ethics, Respect 

  

Below is a summary of the Company’s performance for the third quarter of 2015 against the mid-term targets highlighted in 
the 2014 Annual Report.  The Company will continue to focus on its medium-term objectives to guide the Company’s 
decision-making and describe its accomplishments.   

 Diluted earnings per share was $3.09 for the first nine months of the year.  The Company’s goal is to achieve, 
average annualized growth in diluted earnings per share of 8% to 13% in the three to five year medium term. 

 Return on shareholders’ equity was 19.2% for the first nine months of 2015, with the goal to achieve on average 
annualized return on equity greater than 20% in the three to five year medium term. 

 Common Equity Tier 1 and Tier 1 Capital ratios of 18.06% and Total Capital ratio of 20.51% continue to be well in 
excess of regulatory minimums.  

 Dividend payout ratio of 21.4%, with a targeted payout on average of 19% to 26% of earnings to shareholders in 
the three to five year medium term.  

The Company updates its 3 year financial plan and sets targets as part of its year end process.  Specifically, the Company is 
focusing on its mid-term target for return on shareholders’ equity. 

 

 

  

PERFORMANCE SUMMARY 

VISION, MISSION AND VALUES  

BUSINESS PROFILE  



 

7 

  

Looking ahead, the Board of Directors and management expect that Home Capital will continue generating solid shareholder returns 
in 2015 and beyond. 

Market Conditions  

Supply and demand in the Company’s key established real estate markets is expected to remain balanced in 2015, with relatively 
stable prices and sales volumes with regional disparities, as demand for new homes and resale activity experiences some growth. 
The Company believes that the current and expected levels of housing activity indicate a healthy real estate market overall.  

The Company expects to see the impact of certain positive economic forces on its established markets through the remainder of 
2015, including a generally positive outlook for the US economy, the comparatively weaker Canadian dollar, the continued low 
interest rate environment and the beneficial impact of lower oil prices on economic growth both in Central Canada and globally.  
Adverse effects related to the drop in oil prices and other commodity prices continue to negatively impact the economies of energy 
producing regions.  As a result, the Company continues to be cautious with its geographic and product expansion plans outside its 
established regions in Ontario.    

Traditional Single-family Mortgage Lending 

The Company expects to see continued strengthening of its origination volumes through the remainder of 2015, when compared to 
the first half of 2015.  The Company has taken several steps to improve origination volumes and will continue to build on these 
initiatives to leverage the demand for its traditional mortgages within its established regions.  The Company is confident that its 
pipeline of mortgage originations will support strong volumes through the remainder of the year.  

As previously mentioned, the Company has plans to cautiously increase business outside the Ontario market and, while this is still 
the case, will move prudently in light of the ongoing economic uncertainty in energy producing regions.  In addition, net interest 
margins in the traditional mortgage portfolio have narrowed over the last two years reflecting both improved credit quality of 
borrowers and higher relative cost of funds. The Company expects 2015 net interest margin to remain relatively stable on average to 
the experience of Q3 2015, but is prepared for modest volatility.  

Insured Mortgage Lending 

The Company will continue to originate and securitize prime insured single-family and insured multi-unit residential mortgages and 
will generally sell these off-balance sheet, generating gains on sale. The market for both of these products remains very competitive.  
The Company remains committed to offering a range of mortgage products through its distribution channel to support its “one-stop” 
initiative.  The acquisition of CFF Bank will build on this distribution channel. 

Commercial Mortgage Lending 

Commercial mortgage lending will remain an important portfolio for the Company, generating high levels of return and providing 
asset diversification. The Company has been a prudent and conservative lender in this segment, experiencing very low levels of 
losses and delinquencies.  The Company plans to continue to grow this portfolio at a higher rate in 2015, as compared to 2014, if 
market conditions remain favourable.   

Other Lending 

Equityline Visa credit cards and consumer lending are an important complementary product offering supporting the “one-stop” 
lending strategy, with high rates of return. 

Deposits  

The Company will continue to source deposits from the public through investment dealers and deposit brokers and will continue to 
emphasize growth of its direct-to-consumer business, Oaken Financial. The Company will continue to strengthen its funding 
capability through agreements with additional deposit brokers, growth of its high interest savings accounts and the enhancement of 
its direct-to-consumer sales and service capabilities.  The relative cost of deposits is expected to remain consistent with Q3 2015. 

The acquisition of CFF Bank supports the Company’s long-term strategy to diversify its funding sources; however, the Company does 
not expect there to be an immediate impact through the remainder of the year. 

The Company will continue to issue institutional deposits and, on average, plans to access this market on a semi-annual basis.     

Credit Performance and Losses 

The Company’s prudent underwriting and collection practices are reflected in continued low levels of credit losses and delinquencies.  
Credit losses and delinquencies are expected to remain low in 2015; however, the Company is prepared for volatility in this 
performance that may result from uncertainty in the macroeconomic environment. Credit performance in the energy producing 
regions may deteriorate, but given the Company’s limited exposure in these geographic areas, the impact to credit losses is not 
expected to be material for the Company.  

  

2015 OUTLOOK 
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Non-interest Expenses 

The Company will continue to look to expand its business, which will be accompanied by commensurate strengthening of risk 
management and control processes along with customer service platforms, through increased spending on people, process and 
technology.   Increased spending to support the Company’s direct deposit and loan origination initiatives, the integration of CFF 
Bank, continued business process improvements and the security of the Company’s deliberate and increasing exposure to business 
online, along with increasing costs associated with regulatory requirements and remediation efforts related to the mortgages 
originated by the suspended brokers, can also be expected. While there will be continued upward pressure on expenses from these 
sources, the Company will continue to focus on deriving savings from its cost management and efficiency programs.   

Liquidity and Capital  

The Company continues to hold high levels of capital as measured by regulatory risk-based capital ratios and leverage ratios.  
Further, the Company has accumulated capital more rapidly through retained earnings than would be required to support its current 
lending activity.  The Company will continue to employ robust capital adequacy stress testing techniques to ensure that its 
conservative capital position is maintained and to provide for the flexibility to take advantage of appropriate market opportunities, as 
they arise, and to pay its shareholders an appropriate return.   

The Company will continue to diversify its funding sources and maintain a strong liquidity position by holding a sufficient stock of 
unencumbered high-quality liquid assets.  The Company complies with the Office of the Superintendent of Financial Institutions 
Canada (OSFI)’s new Liquidity Adequacy Requirements Guideline that was effective January 2015. 

Strong levels of capital and liquidity provide additional safety and soundness to depositors. 

This Outlook section contains forward-looking statements. Please see the Caution Regarding Forward-looking 
Statements on page 5 of this quarterly report.  
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 INCOME STATEMENT REVIEW 
           
Table 1: Income Statement Highlights 
  Quarter Year to date

(000s, except % and per share amounts) Q3 Q2 % Q3 %    %

  2015 2015 Change 2014 Change 2015 2014 Change

Net interest income non-securitized assets $  117,211  $  113,354  3.4% $  107,873  8.7% $  341,372  $  315,640  8.2%

Net interest income securitized loans and assets  4,487   3,856  16.4%  9,710  (53.8)%  13,060   27,473  (52.5)%

Total net interest income  121,698   117,210  3.8%  117,583  3.5%  354,432   343,113  3.3%

Provision for credit losses  2,849   2,266  25.7%  3,511  (18.9)%  7,518   9,948  (24.4)%

   118,849   114,944  3.4%  114,072  4.2%  346,914   333,165  4.1%

Non-interest income  23,385   29,061  (19.5)%  24,972  (6.4)%  79,538   76,922  3.4%

Non-interest expenses   44,955   47,374  (5.1)%  42,901  4.8%  135,992   122,363  11.1%

  

Income before income taxes  97,279   96,631  0.7%  96,143  1.2%  290,460   287,724  1.0%

Income taxes  24,836   24,314  2.1%  22,388  10.9%  73,414   70,488  4.2%

Net income $  72,443  $  72,317  0.2% $  73,755  (1.8)% $  217,046  $  217,236  (0.1)%

  

Basic earnings per share $  1.03  $  1.03  - $  1.05  (1.9)% $  3.09  $  3.11  (0.6)%

Diluted earnings per share $  1.03  $  1.03  - $  1.05  (1.9)% $  3.09  $  3.09  -

  
Net Interest Income  
   
Table 2: Net Interest Margin      

      
 For the three months ended For the nine months ended

September 30 June 30 September 30 September 30 September 30
 2015 2015 2014 2015 2014

Net interest margin non-securitized interest earning assets (non-TEB) 2.80% 2.75% 2.76% 2.78% 2.82%
Net interest margin non-securitized interest earning assets (TEB) 2.83% 2.77% 2.79% 2.80% 2.84%

Net interest margin securitized assets  0.52% 0.42% 0.80% 0.46% 0.69%

Total net interest margin (non-TEB) 2.36% 2.27% 2.27% 2.30% 2.23%

Total net interest margin (TEB) 2.38% 2.29% 2.29% 2.32% 2.25%
Spread of non-securitized loans over deposits and other  2.93% 2.89% 2.88% 2.89% 2.97%
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Table 3: Net Interest Income 
For the three months ended 

(000s, except %)  September 30, 2015  June 30, 2015  September 30, 2014 
 Income/ Average Income/ Average Income/ Average 

Expense Rate1 Expense Rate1 Expense Rate1 
Interest-bearing assets 
Cash resources and securities $  4,443  1.33% $  4,980  1.39% $  6,810  1.86% 
Traditional single-family residential mortgages  148,945  5.02%  147,805  5.00%  140,670  5.08% 
Accelerator single-family residential mortgages  6,879  2.47%  7,280  2.66%  7,107  2.61% 
Residential commercial mortgages2  4,121  3.85%  3,972  4.42%  3,287  4.93% 
Non-residential commercial mortgages  21,067  6.09%  18,507  5.95%  16,280  6.26% 
Credit card loans  7,823  9.14%  7,692  9.05%  7,273  9.24% 
Other consumer retail loans  6,216  9.96%  5,303  9.63%  8,484  9.08% 
Total non-securitized loans  195,051  5.07%  190,559  5.06%  183,101  5.17% 
Taxable equivalent adjustment  937  -  965  -  1,065  - 
Total on non-securitized interest earning assets  200,431  4.79%  196,504  4.76%  190,976  4.89% 
Securitized single-family residential mortgages  14,524  2.85%  15,610  2.78%  25,650  3.33% 
Securitized multi-unit residential mortgages  8,879  4.29%  9,333  4.20%  13,054  4.29% 
Assets pledged as collateral for securitization  912  0.62%  1,336  0.93%  1,459  1.06% 
Total securitized residential mortgages  24,315  2.81%  26,279  2.83%  40,163  3.31% 
Total interest-bearing assets $  224,746  4.36% $  222,783  4.31% $  231,139  4.45% 
Interest-bearing liabilities   

Deposits and other  $  80,771  2.14% $  80,669  2.17% $  80,428  2.29% 
Senior debt  1,512  3.96%  1,516  3.96%  1,610  4.40% 
Securitization liabilities  19,828  2.26%  22,423  2.35%  30,453  2.47% 
Total interest-bearing liabilities $  102,111  1.98% $  104,608  2.02% $  112,491  2.16% 
Net Interest Income (TEB) $  122,635   $  118,175   $  118,648   
Tax Equivalent Adjustment  (937)   (965)   (1,065)  

Net Interest Income per Financial Statements $  121,698   $  117,210  $  117,583   

     
For the nine months ended

(000s, except %)  September 30, 2015  September 30, 2014
 Income/ Average Income/ Average

Expense Rate1 Expense Rate1

Interest-bearing assets 
Cash resources and securities $  14,269  1.45% $  20,014  1.82%
Traditional single-family residential mortgages  442,987  5.00%  407,616  5.14%
Accelerator single-family residential mortgages  20,126  2.56%  19,228  2.76%
Residential commercial mortgages2  12,017  4.25%  10,396  4.64%
Non-residential commercial mortgages  57,827  6.11%  48,286  6.32%
Credit card loans  23,039  9.06%  20,977  9.16%
Other consumer retail loans  16,514  9.91%  24,023  8.98%
Total non-securitized loans  572,510  5.07%  530,526  5.25%
Taxable equivalent adjustment  2,889  -  3,093  -
Total on non-securitized interest earning assets  589,668  4.80%  553,633  4.94%
Securitized single-family residential mortgages  49,342  2.81%  82,518  3.23%
Securitized multi-unit residential mortgages  28,045  4.22%  43,665  4.27%
Assets pledged as collateral for securitization  3,601  0.90%  4,749  1.17%
Total securitized residential mortgages  80,988  2.87%  130,932  3.29%
Total interest-bearing assets $  670,656  4.35% $  684,565  4.44%
Interest-bearing liabilities 
Deposits and other  $  240,835  2.18% $  230,168  2.28%
Senior debt  4,572  3.98%  4,732  4.29%
Securitization liabilities  67,928  2.36%  103,459  2.56%
Total interest-bearing liabilities $  313,335  2.03% $  338,359  2.19%
Net Interest Income (TEB) $  357,321   $  346,206   
Tax Equivalent Adjustment  (2,889)  (3,093) 
Net Interest Income per Financial Statements $  354,432   $  343,113   
1 The average is an average calculated with reference to opening and closing monthly asset and liability balances. 
2 Residential commercial mortgages include non-securitized multi-unit residential mortgages and commercial mortgages secured by residential property types. 
 

Q3 2015 v Q2 2015 

Net interest income of $121.7 million was up $4.5 million or 3.8% from $117.2 million last quarter primarily reflecting higher 
net interest income on non-securitized assets. Total net interest margin (TEB) increased 9 basis points to 2.38% quarter over 
quarter, reflecting increases in net interest margin on both non-securitized and securitized assets combined with the 
increasing relative proportion of the higher margin non-securitized assets and the decreasing proportion of the lower margin 
securitized assets.  Average non-securitized assets of $16.72 billion for the quarter represent 81.1% of average total assets 
compared to 79.9% last quarter while average securitized assets of $3.46 billion for the quarter represent 16.8% of average 
total assets compared to 17.9% last quarter.  The continued decline in average on-balance sheet securitized assets reflects 
maturities in the on-balance sheet portfolio and the sales of residual interests in securitized single-family residential 
mortgages. 
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Net interest income on the non-securitized portfolio of $117.2 million increased by $3.9 million or 3.4% from $113.4 million 
last quarter.  The increase in net interest income reflects increases in interest income while interest expense on deposits and 
other remained relatively flat.  Interest income increased on higher average balances combined with a higher volume of 
mortgages that were renewed in the quarter at higher rates.   Interest expense on deposits and other remained relatively flat 
despite an increase in average balances resulting in a decrease of 3 basis points in the average rate of interest expense on 
deposits and other from last quarter.  The decrease in the average rate on deposits and other reflects a higher proportion of 
lower-rate deposits payable on demand combined with the use of the lower-cost insured mortgage purchase facility (see 
Cash Resources and Securities note in the unaudited interim consolidated financial statements included in this report for 
further information on this facility).  Deposits payable on demand represented 10.4% of total deposits at the end of the 
quarter compared to 9.6% at the end of last quarter. 

The spread of non-securitized loans over deposits and other increased 4 basis points to 2.93% from 2.89% last quarter while 
the net interest margin (TEB) on the non-securitized portfolio increased by 6 basis points to 2.83% from 2.77% last quarter, 
reflecting the decrease in the average rate on deposits and other.  Non-securitized net interest margin was also favourably 
impacted by the relatively lower average balance of cash resources.  The average balance of these lower-yielding assets 
represented 8.0% of total average non-securitized assets compared to 8.7% last quarter.  This decrease in average liquidity 
reflects the higher originations activity during the summer months. 

Interest income from securitized loans and assets decreased $2.0 million from last quarter while interest expense on 
securitization liabilities decreased $2.6 million from last quarter.  These decreases reflect the decreases in the average 
balances of both the securitized mortgages and securitization liabilities representing the continued net run-off in the 
securitized portfolio.  The relatively larger decrease in interest expense resulted from a fixed-rate CMB maturity in late June 
which carried a higher rate of interest expense through most of the second quarter than the overall average rate on the CMB 
portfolio.  The increase in both the net interest income and net interest margin on securitized assets over last quarter reflects 
the relatively larger decrease in interest expense.  Despite a slight increase in the balance of securitized mortgages at the 
end of the third quarter over the end of last quarter, the average assets in this portfolio declined by $254.3 million from last 
quarter, reflecting the sale of residual interests and maturities.  As such, this portfolio continues to have a lower impact on 
the Company’s net interest margin, which is expected to continue throughout 2015. 

Q3 2015 v Q3 2014  

Net interest income increased $4.1 million or 3.5% over the same quarter last year while total net interest margin (TEB) 
improved 9 basis points to 2.38% reflecting the improvement of 4 basis points in net interest margin on the non-securitized 
portfolio combined with the declining relative proportion of the lower margin on-balance sheet securitized assets.   While 
there was a decrease in net interest margin on the securitized portfolio of 28 basis points, the average balance of this 
portfolio has decreased to 16.8% of total average assets for the quarter from 23.3% in the same quarter last year, reflecting 
the lower impact that the securitized portfolio has on the Company’s total net interest margin as discussed above. 

Non-securitized net interest income increased $9.3 million or 8.7%, reflecting average loan balance growth of $1.22 billion or 
8.6% combined with an increase in net interest margin (TEB) of 4 basis points to 2.83% from 2.79%.  Despite lower rates 
earned on non-securitized loans reflecting the higher credit quality of this portfolio, net interest margin has improved as 
result of the decrease of 15 basis points in the average rate of interest expense on deposits.    This decrease reflects the 
decline in the average rate on fixed-term deposits in the first half of 2015 combined with the increased relative proportion of 
deposits payable on demand.  Deposits payable on demand represented 10.4% of total deposits at the end of the quarter 
compared to 5.9% one year ago. 

The net interest income and net interest margin on securitized assets declined from last year, reflecting the continued net 
run-off of the portfolio and the maturity of higher yielding mortgage-backed securities (MBS) and Canada Mortgage Bond 
(CMB) pools and the use of lower yielding assets as replacement assets in the CMB program.  The average assets in this 
portfolio declined by $1.39 billion from last year, reflecting the sale of residual interests and maturities.  In addition, there 
was higher prepayment penalty income in Q3 2014 driven by one prepayment of approximately $0.9 million on a large multi-
unit residential mortgage last year.  Net interest income in the quarter on this portfolio accounts for only 3.7% of total net 
interest income compared to 8.3% in Q3 2014.  This declining impact of the securitized portfolio on total net interest margin 
is expected to continue.  

YTD 2015 v YTD 2014  

Net interest income increased $11.3 million or 3.3% over last year as the net interest income of the non-securitized portfolio 
increased on higher asset balances while total net interest margin (TEB) improved 7 basis points to 2.32%.  Despite the 
improvement to total net interest margin, there were declines in net interest margins on both the non-securitized and 
securitized portfolios reflecting the declining relative proportion of on-balance sheet securitized assets.  The decrease in net 
interest margin on the non-securitized assets resulted from lower rates earned reflecting the higher credit quality of the 
portfolio.  Higher prepayment penalty income in 2014 on the securitized portfolio resulted in the higher securitized net 
interest margin in 2014.  
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Non-Interest Income          
            
Table 4: Non-Interest Income 
  Quarter Year to date
(000s, except %) Q3 Q2 % Q3 %    %
   2015  2015  Change  2014  Change  2015  2014  Change

Fees and other income $  20,096  $  21,390   (6.0)% $  17,736   13.3%$  62,705  $  52,969    18.4%
Securitization income   5,788    9,251   (37.4)%   5,665   2.2%   20,448    21,889    (6.6)%

Net realized and unrealized (losses) gains on securities   (542)   -   -   521   (204.0)%   902    2,460    (63.3)%

Net realized and unrealized (losses) gains on derivatives   (1,957)   (1,580)  (23.9)%   1,050   (286.4)%   (4,517)   (396)   (1,040.7)%

  $  23,385  $  29,061   (19.5)% $  24,972   (6.4)%$  79,538  $  76,922    3.4%

The following table presents the derivative gains and losses included in non-interest income.  Please see the Derivative 
Financial Instruments note in the unaudited interim consolidated financial statements included in this report for further 
information. 

Table 5: Derivative Gains and Losses   
  For the three months ended  For the nine months ended
(000s) September 30 June 30 September 30 September 30 September 30
   2015 2015 2014  2015 2014
Fair value hedging ineffectiveness1 $  (2,056) $  (1,718) $  1,363  $  (4,447) $  1,581  
Swaps marked to market   99    138    (313)   (70)   (1,977)
Net realized and unrealized (losses) gains on derivatives $  (1,957) $  (1,580) $  1,050  $  (4,517) $  (396)
1 Included in fair value hedging ineffectiveness are amounts related to derivative restructuring upon adoption of IFRS. 

 

Q3 2015 v Q2 2015 

Fees and other income, which includes mortgage and Visa account administration fees, net of direct servicing expenses, 
generally increases proportionate to the size of the portfolio.  Fee income is also influenced by the overall mix of the 
portfolio.  Fees and other income were down slightly over last quarter, reflecting the reduced number of mortgages 
outstanding and decrease in other income.   

Securitization income in the quarter resulted primarily from gains recognized on the sale of residual interests in single-family 
residential mortgage securitizations and sale of insured multi-unit residential mortgages.  Securitization income primarily 
includes sales of underlying mortgages either newly originated or renewed during the period along with insured mortgages 
held in inventory from prior periods.  Sales of residual interests during the quarter led to gains of $3.2 million on the 
derecognition of $210.9 million of insured single-family residential mortgages compared to gains of $5.2 million on the 
derecognition of $306.5 million of underlying mortgages last quarter.  Gains of $1.3 million on sales of $155.0 million of 
insured multi-unit residential mortgages during the quarter compare to the gains of $2.6 million recognized last quarter on 
sales of $262.6 million of insured multi-unit residential mortgages.  Please see the Securitization Activity note to the 
unaudited interim consolidated financial statements included in this report for further information.  

Securitization income also includes servicing income of $1.4 million in the quarter, up $0.1 million from last quarter.  In the 
case of single-family residential mortgage sales, the Company will service the loans and record related servicing fee revenue 
over the remaining term of the underlying mortgages along with any event driven fees which are included in fee income. In 
the case of multi-unit residential mortgages, the Company outsources the servicing activity and no further net servicing 
revenue or fees are recorded.   

The Company redeemed $3.8 million of preferred shares in Q3 2015, realizing a loss of $82 thousand.  The Company did not 
sell or redeem any treasury investments in Q2 2015. The Company may take advantage of improvements in securities 
markets and will rebalance the investment portfolio as market conditions warrant.  The Company recognized $460 thousand 
in impairments in Q3 2015 (Q2 2015 - $nil) through profit and loss on certain available for sale securities already identified 
as impaired.  The Company did not record any additional writedowns during the third quarter.  

Q3 2015 v Q3 2014 

Fees and other income increased 13.3% over last year primarily reflecting changes in the portfolio mix and in the fee 
structure year over year.   

Securitization income was relatively flat compared to Q3 2014.  Servicing income of $1.4 million increased over $0.9 million 
earned in Q3 2014, growing in line with the off-balance sheet single-family residential mortgage loan portfolio growth. 

During Q3 2014 the Company realized net gains on the sale of available for sale securities of $0.5 million and did not 
recognize any additional impairment writedowns on available for sale securities.    
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YTD 2015 v YTD 2014 

Fees and other income for the first nine months of the year were up 18.4% over the same period last year, reflecting 
changes in the portfolio mix and in the fee structure year over year.   

The decrease in securitization income over last year resulted from lower gains on sale of residual interests of $12.1 million 
compared to $16.1 million last year, while spreads improved on volumes of $812.8 million compared to $1.37 billion.  The 
decrease was partially offset by an increase of $1.3 million in gains on sale of insured multi-unit residential mortgages 
compared to last year.   

Table 6: Provision for Credit Losses  and Net Write-Offs as a Percentage of Gross Loans on an Annualized Basis 
For the three months ended For the nine months ended

(000s, except %)  September 30, 2015  June 30, 2015  September 30, 2014  September 30, 2015  September 30, 2014

 % of Gross % of Gross % of Gross % of Gross % of Gross

 Amount Loans 1 Amount Loans1 Amount Loans1 Amount Loans 1 Amount Loans1

Provision2   

Single-family residential mortgages $  1,805  0.06% $  1,131  0.03% $  2,646  0.09% $  4,429  0.05% $  7,244  0.08%

Residential commercial mortgages  -  -  (4) (0.01)%  -  -  4  0.00%  (25) (0.01)%

Non-residential commercial mortgages  237  0.06%  321  0.10%  92  0.03%  760  0.07%  189  0.02%

Credit card loans  163  0.19%  198  0.23%  164  0.20%  455  0.18%  443  0.18%

Other consumer retail loans  44  0.07%  20  0.03%  9  0.01%  70  0.03%  97  0.03%

Securitized single-family residential mortgages  -  -  -  -  -  -  -  -  -  -

Securitized multi-unit residential mortgages  -  -  -  -  -  -  -  -  -  -

Total individual provision  2,249  0.05%  1,666  0.04%  2,911  0.06%  5,718  0.04%  7,948  0.06%

Total collective provision  600  0.01%  600  0.01%  600  0.01%  1,800  0.01%  2,000  0.01%

Total provision $  2,849  0.06% $  2,266  0.05% $  3,511  0.08% $  7,518  0.06% $  9,948  0.07%

Net Write-Offs2   

Single-family residential mortgages $  1,128  0.03% $  882  0.03% $  1,638  0.05% $  3,877  0.04% $  6,045  0.07%

Residential commercial mortgages  -  -  (4) (0.01)%  -  -  4  0.00%  -  -

Non-residential commercial mortgages  303  0.08%  (4) (0.00)%  107  0.04%  308  0.03%  146  0.02%

Credit card loans  163  0.19%  152  0.18%  179  0.22%  467  0.18%  578  0.24%

Other consumer retail loans  29  0.04%  50  0.09%  71  0.07%  74  0.04%  224  0.08%

Securitized single-family residential mortgages  -  -  -  -  -  -  -  -  -  -

Securitized multi-unit residential mortgages  -  -  -  -  -  -  -  -  -  -

Net Write-Offs $  1,623  0.04% $  1,076  0.02% $  1,995  0.04% $  4,730  0.03% $  6,993  0.05%
1Gross loans used in the calculation of total Company ratio includes securitized on-balance sheet loans. 
2There were no specific provisions, allowances or net write-offs on securitized mortgages. 
 

The Company continues to have strong credit performance with the provision for credit losses low at $2.8 million in the 
quarter and $7.5 million year to date, representing 0.08% of gross uninsured loans for the quarter on an annualized basis 
and 0.07% year to date, and 0.06% of total gross loans on an annualized basis for both the quarter and year to date. These 
results improved over $3.5 million in provision in Q3 2014 and $9.9 million in the first nine months of 2014.  The provision 
for credit losses in Q2 2015 was $2.3 million.  

The Company continues to actively monitor the credit performance of the mortgages related to the suspended brokers, 
described in the Mortgage Lending section of the MD&A.  Consistent with Q2 2015, no unusual credit issues have been 
identified in this portfolio.   

The Company continues to observe strong credit profiles and stable loan to value ratios across its portfolio, which continue to 
support low delinquency and non-performing rates and ultimately low net write-offs. Net write-offs were low at $1.6 million 
in the quarter and $4.7 million year to date, representing 0.04% of gross loans in the quarter and 0.03% year to date on an 
annualized basis, an improvement from the year-to-date results of last year and an increase compared to last quarter.   

The Company increased its collective allowance by $0.6 million during the quarter to $35.9 million.  The current collective 
allowance exceeds the cumulative net write-offs experienced over the last 36 months.  Please see Credit Risk section of this 
MD&A for more information.  

Net non-performing loans were $54.5 million or 0.30% of gross loans at the end of the quarter compared to 0.33% last 
quarter and 0.27% one year ago.  The Company remains satisfied with the credit performance of the portfolio and continues 
to expect credit performance to remain favourable and within its targets, but is prepared for moderate volatility in this trend.  
Please see Credit Risk section of this MD&A for more details. 
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Non-Interest Expenses          
            
Table 7: Non-Interest Expenses     
  Quarter Year to Date

(000s, except % and number of employees) Q3 Q2 % Q3 %  %
   2015  2015 Change  2014 Change  2015 2014 Change

Salaries and benefits $  19,382  $  21,603  (10.3)% $  20,533  (5.6)% $  62,999  $  60,613  3.9%
Premises   3,149    3,260  (3.4)%   2,884  9.2%   9,543    8,653  10.3%

Other operating expenses   22,424    22,511  (0.4)%   19,484  15.1%   63,450    53,097  19.5%

   $  44,955  $  47,374  (5.1)% $  42,901  4.8% $  135,992  $  122,363  11.1%

Efficiency Ratio (TEB)  30.8%  32.2% (1.4)%  29.9% 0.9%  31.1%  28.9% 2.2%

Active employees at end of period  813  789 3.0%  789 3.0%  813  789 3.0%

 
Q3 2015 v Q2 2015 

Non-interest expenses decreased 5.1% or $2.4 million over last quarter, reflecting a decrease of $2.2 million in salaries and 
benefits.  The decrease in salaries and benefits is primarily driven by the mark to market of its share compensation and a 
reduction to the Company’s variable compensation pool. 

The relatively flat other operating expenses reflects the Company’s continued investment in areas related to the longer-term 
growth of the business such as investment in information technology and business process enhancements to support the 
Company’s expansion initiatives including loan originations and deposit diversification and its strengthening of risk 
management and control processes.  In addition, the Company incurred increased volume bonuses in the quarter reflecting 
comparatively higher origination volumes.   

The Company continues to incur additional, non-material expenses related to its efforts to realign some of its business 
partnerships following the suspension of approximately 45 individual mortgage brokers and recognized approximately $0.4 
million of such expenses in the quarter.  The Company continues to manage expenses in a disciplined and measured manner.       

Included in reported expenses for Q3 2015, is $0.6 million related to the acquisition of CFF Bank.  The Company expects to 
continue to incur expenses through 2016 related to the integration of CFF Bank. 

The efficiency ratio decreased to 30.8% from 32.2% last quarter reflecting the decrease in expenses discussed above. 

Q3 2015 v Q3 2014 

Non-interest expenses increased 4.8% or $2.1 million over Q3 2014.  The increase in expenses is driven by a $2.9 million 
increase in other operating expenses, supporting the Company’s strategies and plans for growth described above.   

YTD 2015 v YTD 2014 

Non-interest expenses for the first nine months of 2015 increased 11.1% or $13.6 million over the same period in 2014. The 
increase in expenses was primarily driven by the increase in other operating expenses of $10.4 million to support the 
Company’s initiatives described above.    

Income Taxes  
The provision for income taxes for Q3 2015 was $24.8 million (effective tax rate of 25.53%), compared to $24.3 million 
(effective tax rate of 25.16%) in Q2 2015 and $22.4 million (effective tax rate of 23.29%) in Q3 2014. 

The Company's effective tax rate in Q3 2015 primarily differs from the statutory rate due to the receipt of dividends from 
Canadian corporations in the amount of $2.6 million ($2.7 million – Q2 2015 and $3.0 million – Q3 2014) that are not 
subject to tax. 

The effective tax rate is lower than the statutory tax rate, due to the recognition of Scientific Research and Experimental 
Development (SR&ED) tax credits of $0.5 million ($0.3 million, after tax) recognized in Q3 2015 ($0.7 million, after tax – Q2 
2015, $2.4 million, after tax – Q3 2014). 

 Comprehensive Income  
Comprehensive income is the aggregate of net income and other comprehensive income (OCI). Comprehensive income for 
the quarter was $51.3 million compared to $63.4 million in Q2 2015 and $71.9 million in Q3 2014.  

OCI in the quarter was a loss of $21.1 million compared to a loss of $8.9 million in Q2 2015 and a loss of $1.8 million in Q3 
2014.  The increased other comprehensive loss over last quarter and last year reflects the continued decline in the fair value 
of its preferred share holdings included in available for sale securities, which is due primarily to the current interest rate 
environment.  The Company has not identified any credit events in relation to its preferred share holdings (Refer to Note 
4(B) of the unaudited interim consolidated financial statements).   
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FINANCIAL POSITION REVIEW 
 
Assets       
            
Table 8: Loans Portfolio       

       As at  % Change
(000s, except % and number of loans) September 30   June 30  December 31 September 30, 2015 - September 30, 2015 -
   2015   2015  2014  June 30, 2015 December 31, 2014
Securitized single-family residential mortgages $  2,073,133  $  1,984,160  $  2,990,119   4.5% (30.7)%
Securitized multi-unit residential mortgages   827,453    830,141    955,535   (0.3)% (13.4)%
Traditional single-family residential mortgages   11,921,528    11,864,287    11,726,970   0.5% 1.7%
Accelerator single-family residential mortgages   980,573    1,131,975    723,558   (13.4)% 35.5%
Residential commercial mortgages   295,891    249,779    243,318   18.5% 21.6%
Non-residential commercial mortgages   1,465,198    1,326,939    1,106,878   10.4% 32.4%
Credit card loans   342,785    342,947    330,327   (0.0)% 3.8%
Other consumer retail loans   267,743    230,943    186,111   15.9% 43.9%
Total loan portfolio   18,174,304    17,961,171    18,262,816   1.2% (0.5)%
Loans held for sale   162,432    21,304    102,094   662.4% 59.1%
Total on-balance sheet loans $  18,336,736  $  17,982,475  $  18,364,910   2.0% (0.2)%
Off-balance sheet loans           
 Single-family residential mortgages $  2,997,517  $  2,981,730  $  2,613,481   0.5% 14.7%
 Multi-unit residential mortgages   2,092,482    1,958,235    1,585,141   6.9% 32.0%
Total off-balance sheet loans   5,089,999    4,939,965    4,198,622   3.0% 21.2%
Total loans under administration $  23,426,735  $  22,922,440  $  22,563,532   2.2% 3.8%
Number of loans outstanding           
 Mortgages   63,441    64,021    64,456   (0.9)% (1.6)%
 Credit card loans   37,072    36,238    33,853   2.3% 9.5%
 Other consumer retail loans   79,600    70,840    57,412   12.4% 38.6%
Total number of loans outstanding   180,113    171,099    155,721   5.3% 15.7%
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Loans under Administration 
Chart 1: Portfolio Composition by Product Type 

 

Table 9: Mortgage Advances        
    For the three months ended  For the nine months ended
(000s) September 30  June 30  September 30 September 30  September 30
   2015  2015  2014  2015  2014
Single-family residential mortgages           
 Traditional $  1,514,429  $  1,294,697  $  1,775,993  $  3,770,455  $  4,380,087  
 Accelerator   416,273    279,542    522,935    875,849    1,432,030  
Residential commercial mortgages           

 Multi-unit uninsured residential mortgages   31,031    14,780    34,649    81,595    54,957  
 Multi-unit insured residential mortgages   298,438    221,392    106,087    587,060    363,863  
 Other1   18,460    7,680    13,455    35,422    31,319  
Non-residential commercial mortgages     
 Store and apartments   32,728    27,950    28,840    82,653    94,128  
 Commercial   186,598    177,246    71,793    472,208    204,460  
Total mortgage advances $  2,497,957  $  2,023,287  $  2,553,752  $  5,905,242  $  6,560,844  
1Other residential commercial mortgages include mortgages such as builders’ inventory. 

Loans under administration were $23.43 billion at the end of the quarter, representing an increase of $504.3 million or 2.2% 
from last quarter and an increase of $863.2 million of 3.8% from the end of 2014.  On-balance sheet loans are up 2.0% from 
last quarter and flat compared to the end of 2014, while off-balance sheet loans are up 3.0% from last quarter and up 21.2% 
from the end of 2014, driving the growth in total loans under administration. Off-balance sheet loan growth arises from the 
sale of residual interests in single-family residential mortgages (resulting in removal of securitized mortgages from the 
balance sheet) and securitization of multi-unit residential mortgages qualifying for off-balance sheet accounting. The increase 
in loans under administration was supported by mortgage production and retail and credit card loan production.   
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Mortgage Lending 

Mortgage Originations and Broker Suspensions 

The Company continues to monitor the uninsured and insured single-family residential mortgages originated by the individual 
suspended mortgage brokers.  The total value of the outstanding mortgages that were originated by these mortgage brokers 
included in the loans portfolio at the end of Q3 2015 total $1.72 billion, as compared to $1.93 billion at the end of Q2 2015.   

The Company is in the process of completing its remediation efforts through reviewing, and re-validating where appropriate, 
the income documentation related to the identified group of mortgages and taking corrective action accordingly.  The 
Company plans for these efforts to be completed by the end of 2016.  

On an ongoing basis, the Company revises its underwriting procedures to ensure best practices.  Following the suspension of 
brokers, the Company further enhanced its income verification procedures to ensure new loans continue to reflect Home 
Capital’s risk appetite, which remains unchanged.  

Uninsured Residential Mortgages – “Traditional Mortgages”  

Traditional mortgages of $11.92 billion represent the largest portfolio within loans under administration and on-balance sheet 
loans at 50.9% and 65.0%, respectively. The portfolio was relatively flat compared to Q2 2015 and up 4.8% from one year 
ago.  Originations of traditional mortgages of $1.51 billion in the quarter were up 17.0% over Q2 2015 and down 14.7% over 
the same period last year.  Year-to-date originations were down 13.9% over the first nine months of 2014.  Traditional 
mortgage originations continue to be impacted on year over year basis by the suspension of approximately 45 individual 
mortgage brokers, as described above.  When comparing to Q2 2015, the Company has seen improvements in its origination 
volumes based on sales efforts to rebuild the Company’s pipeline.  The Company continues to take a prudent approach to 
growing its traditional residential mortgage business in the current Canadian economic environment.  The Company 
continued to observe strong credit profiles and stable LTVs across the traditional portfolio.  

Insured Residential Mortgages 

Insured residential loans under administration, which include both insured single-family and multi-unit residential mortgages, 
were $9.18 billion at the end of the quarter, reflecting increases of 2.7% over the balance of $8.94 billion at Q2 2015 and 
2.3% over the $8.97 billion balance at the end of 2014. Of this total, $5.09 billion were accounted for off-balance sheet, up 
$150.0 million or 3.0% from the end of Q2 2015 and up $891.4 million or 21.2% from the end of 2014.  

The Company originated $416.3 million in insured single-family Accelerator mortgages in the quarter, up 48.9% from Q2 
2015 and down 20.4% from Q3 2014. On a year-to-date basis the Company originated $875.8 million, down 38.8% from last 
year.  Insured residential mortgage originations, when compared year over year, were impacted by the suspension of 
approximately 45 individual mortgage brokers, described above.  The Q3 2015 increase in origination volumes compared to 
Q2 2015 included the purchase of $42.9 million in loans from a third party, as part of the effort expanding the Company’s 
origination channels.  In addition, as the market for insured prime mortgages continues to be highly competitive, the 
Company continues to view its Accelerator product offering as complementary to its traditional portfolio.  The Company 
continued to sell residual interests in insured fixed-rate single-family National Housing Authority (NHA) MBS, selling $210.9 
million in the quarter and $812.8 million year to date in underlying outstanding principal amounts and generating gains of 
$3.2 million and $12.1 million, respectively.  The NHA MBS market spread widened further in Q3 2015, increasing the 
funding cost on NHA MBS sold in the market.  The underlying mortgages included mortgages newly originated or renewed 
during the period along with insured mortgages held in inventory from prior periods.  

The Company originated $298.4 million in the quarter and $587.1 million year to date of insured multi-unit residential 
mortgages and sold $155.0 million in the quarter and $551.9 million year to date that qualified for off-balance sheet 
treatment. The sales included mortgages that were renewed from the on-balance sheet portfolio.  These sales resulted in 
$1.3 million and $4.5 million in gains on sale in the quarter and year to date, respectively.  The multi-unit residential 
mortgage market is relatively limited and the Company participates in appropriate transactions as they become available 
through various origination channels. As a result, origination volumes, sales and resultant securitization gains can vary 
significantly from quarter to quarter.  Most of the Company’s new insured multi-unit residential originations qualify for off-
balance sheet treatment, and the on-balance sheet securitized multi-unit residential portfolio is declining through 
amortization and maturities.  

From time to time, the Company pools mortgages and may hold the related MBS as liquid assets or inventory for 
replacement assets for the CMB program. These MBS are carried on the balance sheet at amortized cost as part of residential 
mortgage loans (see Table 22: Liquidity Resources). 
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Residential Commercial Mortgages 

Residential commercial mortgages include commercial mortgages that are secured by residential property such as non-
securitized multi-unit residential mortgages and builders’ inventory. The Company will continue to increase these portfolios 
selectively, when appropriate assets are available. 

Non-Residential Commercial Mortgages  

Non-residential commercial originations were $219.3 million in the quarter and $554.9 million year to date, an increase of 
117.9% and 85.8% over the same periods last year.  Non-residential commercial mortgages, which include store and 
apartments and commercial mortgages, are an important complementary source of loan assets and revenue.  Non-residential 
mortgage production is affected by the availability of appropriate assets and production trends are variable. The Company is 
focusing on expanding its commercial lending products, allocating additional resources to expand its footprint and participate 
in appropriate opportunities as they arise.  The portfolio will continue to be managed conservatively by the Company. 

Geographic Concentration 

Mortgage production continued to favour Ontario and, in particular, the greater Toronto area (GTA), through Q3 2015.  The 
Company will continue to cautiously increase business within other markets in Ontario and the rest of Canada to the extent 
that market conditions remain stable.  The concentration of new originations is influenced, in part, by the Company’s credit 
experience.  Please see Note 5(A) of the unaudited interim consolidated financial statements for the geographic distribution 
of the portfolio.  

 Table 10: Credit Card and Other Consumer Retail Loan Production    
    For the three months ended
(000s, except number of accounts) September 30, 2015 June 30, 2015 September 30, 2014
  Number of  Number of  Number of  

  New Accounts  Amount1 New Accounts  Amount1 New Accounts  Amount1

Credit card loans     

 Equityline Visa credit cards  900  $  40,166   790  $  34,694   1,164  $  47,438  

 Other credit cards  1,879    3,282   2,117    3,427   2,244    4,199  

Other consumer retail loans    

 Water heaters  9,002    42,115   7,136    28,929   16,667    42,426  

 Other retail lending  2,239    14,953   2,017    12,121   1,611    8,900  

           

      For the nine months ended
(000s, except number of accounts)  September 30, 2015 September 30, 2014
   Number of  Number of  

   New Accounts  Amount1 New Accounts  Amount1

Credit card loans    

 Equityline Visa credit cards   2,521  $  105,692   3,245  $  120,740  
 Other credit cards   6,066    10,322   5,583    8,477  
Other consumer retail loans    

 Water heaters   23,484    98,739   35,048    91,814  
 Other retail lending   5,634    34,910   4,240    22,062  
1For credit cards, the amount represents the authorized credit limits.  For water heaters and other retail lending, the amount represents the advanced amount. 

Other Lending  

Other lending, comprising credit cards and other consumer retail loans, continues to be an important source of loan assets 
with attractive returns. While representing 3.3% of the total on-balance sheet loan portfolio, these assets generated 6.4% of 
the interest income for the quarter.   

The balance of other consumer retail loans increased 15.9% during the quarter to $267.7 million from $230.9 million in Q2 
2015 and increased 43.9% from $186.1 million at the end of 2014. 

Credit card balances remained relatively flat quarter over quarter at $342.8 million compared to $342.9 million last quarter 
and increased over the $330.3 million at the end of 2014. Equityline Visa accounts (Home Equity Line of Credit) represent 
94.5% of the total credit card balance.  Equityline Visa originations decreased 15.3% in the quarter and 12.5% year to date, 
as compared to the same periods last year; however, originations were up 15.8% over last quarter.  In general, Equityline 
Visa account originations trend with single-family residential mortgage origination volumes.  The year over year decrease in 
Equityline Visa originations is in line with the decrease in single-family residential mortgage originations.   
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 Cash and Securities 

Cash and securities of $1.03 billion decreased $339.3 million from the end of Q2 2015 and increased $82.0 million from the 
end of 2014.  The decrease over last quarter reflects the funding of seasonally higher origination volumes, as planned and 
the repayment of CMB liabilities late in the quarter. Please see the Funding and Liquidity Risk section of this MD&A for further 
information. 

The Company has a term credit facility and a committed and uncommitted insured mortgage purchase facility with a 
Canadian chartered bank.  The details of these facilities are disclosed in Note 4 to the unaudited interim consolidated 
financial statements included in this report. 

Other Assets 

Total other assets of $987.8 million decreased $216.4 million from the end of Q2 2015 and increased $179.4 million from the 
end of 2014. The decrease over last quarter reflects the decrease in non-Home Trust MBS and treasury bills assigned as 
replacement assets in the CMB program reflecting maturities in the program.  In general, as CMB maturities approach, the 
Company has been replacing maturing securitized mortgages with non-Home Trust MBS and treasury bills. The change from 
2014 reflects the increase in non-Home Trust MBS and treasury bills assigned as replacement assets combined with increases 
in securitization receivables and retained interest, reflecting the Company’s securitization and sale of insured multi-unit 
residential mortgages and sales of residual interest in insured single-family residential mortgages.  In addition, the fair value 
of derivative assets has increased over 2014 reflecting the impact of the decrease in interest rates. 

Liabilities and Shareholders’ Equity 

 Table 11: Deposits, Senior Debt and Securitization Liabilities 
     As at % Change

(000s, except % and number of accounts)  September 30   June 30  December 31  September 30, 2015 -  September 30, 2015 -
   2015  2015  2014  June 30, 2015 December 31, 2014

Deposits payable on demand          
 High-interest savings accounts $  1,344,301  $  1,235,681  $  854,501   8.8% 57.3%

 Oaken Savings Account   144,680    105,082    44,409   37.7% 225.8%

 Other deposits payable on demand   73,100    95,161    165,242   (23.2)% (55.8)%

    1,562,081    1,435,924    1,064,152   8.8% 46.8%

Deposits payable on fixed dates          
 Brokered GICs   11,557,694    11,765,961    11,352,182   (1.8)% 1.8%

 Oaken GICs   845,808    782,603    720,887   8.1% 17.3%

 Institutional deposit notes   984,259    982,056    802,750   0.2% 22.6%

    13,387,761    13,530,620    12,875,819   (1.1)% 4.0%

Senior debt   153,652    151,930    152,026   1.1% 1.1%

Securitization liabilities          
 Mortgage-backed security liabilities   327,837    365,884    471,551   (10.4)% (30.5)%

 Canada Mortgage Bond liabilities   2,990,281    3,144,960    3,831,912   (4.9)% (22.0)%

    3,318,118    3,510,844    4,303,463   (5.5)% (22.9)%

Total $  18,421,612  $  18,629,318  $  18,395,460   (1.1)% 0.1%

Total number of deposit accounts   419,859    421,344    395,600   (0.4)% 6.1%

 
The Company’s deposit portfolio primarily provides funding for the non-securitized loan portfolio.  The Company’s deposit 
portfolio principally comprises fixed-term deposits, which represent 90% of all deposits, thereby reducing the risk of untimely 
withdrawal of funds by retail clients. The Company generally matches the terms of its deposits with its assets.  Please see 
the Structural Interest Rate Risk and the Funding and Liquidity Risk sections of this MD&A for more information.  

Total deposits of $14.95 billion were flat compared to the end of Q2 2015 and increased 7.2% from the end of 2014. The 
Company continues to invest in its longer-term strategy to diversify its sources of funding, including its direct-to-consumer 
buiness, Oaken Financial. The balance of Oaken deposits at the end of the quarter was close to $1 billion, reflecting an 
increase of 11.6% over the balance at the end of last quarter and 29.4% over the end of 2014.  Home Trust high-interest 
savings accounts continue to grow, reaching a balance of $1.34 billion at the end of the quarter, an increase of 8.8% over 
the $1.24 billion last quarter and an increase of 57.3% over the $854.5 million at the end of 2014.  In addition, the Company 
has outstanding institutional deposit notes of $984.3 million at the end of Q3 2015, compared to $982.1 million last quarter, 
and $802.8 million at the end of last year.  Subsequent to the end of the quarter, the Company completed the acquisition of 
CFF Bank, which will further support the Company’s deposit diversification strategy. 

Securitization liabilities, including MBS and CMB liabilities declined $192.7 million from the end of last quarter and $985.3 
million from the end of 2014 due to the amortization of MBS liabilities, the maturity of CMB liabilities and planned changes in 
the asset mix.  New securitization transactions have been primarily off-balance sheet transactions. 



 

20 

 
Other Liabilities 

Other liabilities of $323.4 million decreased by $27.5 million from the end of last quarter and increased $84.7 million from 
the end of 2014. The change in other liabilities results from changes in accrued interest payable and accounts payable and 
accrued liabilities, which fluctuate between quarters based on timing of the payment of associated liabilities. 

Shareholders’ Equity 
The increase of $120.6 million in total shareholders’ equity since December 31, 2014 was primarily internally generated from 
net income and net of $47.8 million for dividends to shareholders and $3.4 million related to the repurchase of shares.   

At the end of the quarter, the book value per common share was $22.37, compared to $21.87 at the end of Q2 2015 and 
$19.57 one year ago.  The Company has consistently increased the net book value per share through earnings. 

 
Off-balance Sheet Arrangements 
The Company offers credit products to meet the financial needs of its customers and has outstanding amounts for future 
advances on mortgage loans which were $1.13 billion at September 30, 2015 ($1.13 billion – Q2 2015; $850.1 million – Q4 
2014). These amounts include offers made but not yet accepted by the customer as of the reporting date.  Also, included 
within the outstanding amounts are unutilized non-residential commercial loan advances of $297.6 million at September 30, 
2015 ($230.9 million – Q2 2015; $233.8 million – Q4 2014).  Offers for the loans remain open for various periods.  As at 
September 30, 2015, unutilized credit card balances amounted to $113.8 million ($106.4 million – Q2 2015; $100.9 million – 
Q4 2014). Included in the outstanding amounts for future advances of mortgage loans are outstanding future advances for 
the Equityline Visa portfolio of $9.7 million at September 30, 2015 ($15.8 million – Q2 2015; $5.6 million – Q4 2014).  The 
unutilized credit and offers to extend new credit are in the normal course of business and are considered through the 
Company’s liquidity and capital management processes. 

The Company has $5.09 billion ($4.94 billion – Q2 2015; $4.20 billion – Q4 2014) of loans under administration that are 
accounted for off-balance sheet (see Table 8).  Please refer to Note 2 and Note 6 of the unaudited interim consolidated 
financial statements for details of the Company’s securitization activities. 

Related Party Transactions 
The Company had no material related party transactions in the three or nine months ended September 30, 2015, other than 
key management personnel compensation.  



 

21 

 
The Company’s Capital Management Policy and its Capital Adequacy measurement have not changed from the descriptions provided 
in the 2014 Annual Report.  The table below provides information on Home Trust’s regulatory capital position, risk-weighted assets, 
capital ratios and Leverage Ratio. 

 
Table 12: Basel III Regulatory Capital (Based on the subsidiary, Home Trust Company) 
     As at
(000s, except % and multiples)  September 30  December 31
   2015  2014
  All-In Basis All-In Basis
Common Equity Tier 1 capital (CET 1)   
 Capital stock $  38,497  $ 38,497  
 Contributed surplus   951   951  
 Retained earnings   1,560,541   1,393,117  
 Accumulated other comprehensive loss   (69,070)  (18,571)
 Cash flow hedge reserves   1,799   2,362  
 Regulatory deductions from CET 11   (125,077)  (101,976)
 Total CET 1 capital   1,407,641   1,314,380  
Additional Tier 1 capital   -    -  
Total Tier 1 capital   1,407,641   1,314,380  
Tier 2 capital   
 Collective allowance for credit losses2   35,900   34,100  
 Subordinated debentures   156,000   156,000  
 Total Tier 2 capital   191,900   190,100  
Total regulatory capital $  1,599,541  $ 1,504,480  
Risk-weighted assets for   
 Credit risk $  6,796,724  $ 6,267,400  
 Operational risk   975,150   904,438  
Total risk-weighted assets, before CVA3 $  7,771,874  $ 7,171,838  
CVA adjustment for CET 1 capital   21,704   10,581  
Total CET 1 capital risk-weighted assets   7,793,578   7,182,419  
CVA adjustment for Tier 1 capital   24,078   12,066  
Total Tier 1 capital risk-weighted assets   7,795,952   7,183,904  
CVA adjustment for total capital   26,113   14,294  
Total risk-weighted assets $  7,797,987  $ 7,186,132  
Regulatory capital to risk-weighted assets   
 CET 1 ratio  18.06%  18.30%
 Tier 1 capital ratio  18.06%  18.30%
 Total regulatory capital ratio  20.51%  20.94%
Leverage Ratio4   7.17   N/A
National regulatory minimum   

 CET 1 ratio  7.00%  7.00%

 Tier 1 capital ratio  8.50%  8.50%

 Total regulatory capital ratio  10.50%  10.50%

 Leverage ratio  3.00%  N/A
1Regulatory deductions on the all-in basis include intangible assets related to software development and unrealized multi-unit residential mortgage securitization gains, net of 
deferred taxes. 
2The Company is allowed to include its collective allowance for credit losses up to a prescribed percentage of 1.25% of total credit risk-weighted assets, inclusive of total CVA 
before transitional phase-in adjustments, in Tier 2 capital.  At September 30, 2015, the Company’s collective allowance represented 0.53% of total credit risk-weighted assets, 
inclusive of total CVA. 
3CVA – Credit Valuation Adjustment 
4Effective Q1 2015, the Assets to Capital Multiple (ACM) has been replaced with the Basel III leverage ratio.  See definition of the leverage ratio under Non-GAAP Measures in 
this report. 
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Home Trust’s regulatory “all-in” capital ratios have decreased from the end of 2014 as capital increased at a slower rate than 
risk-weighted assets. Capital increased principally from an increase in retained earnings of $167.4 million, offset partially by 
the increase in accumulated other comprehensive loss. Risk-weighted assets increased in line with increases in the 
Company’s uninsured loan portfolio.   

The Assets to Capital Multiple (ACM) was replaced with the Basel III leverage ratio measure effective January 1, 2015.  The 
Company has disclosed the leverage ratio and its components under “Regulatory Disclosures” on the Home Trust website.  
Like the ACM, the leverage ratio is a non-risk adjusted view of a Company’s leverage. Compared to the ACM, the leverage 
ratio has a narrower view of capital, and only includes Tier 1 capital. The leverage ratio also includes some off-balance sheet 
exposures, including potential future exposure amounts on derivatives, credit equivalent amounts of certain commitments 
and securities financing transactions. The leverage ratio of 7.17 (June 30, 2015 – 6.94) is in excess of OSFI’s established 
minimum target of 3%, as well as the minimum ratio assigned to the Company by OSFI and the Company’s internal targets.  
The implementation of the leverage ratio has not affected the Company’s business plans. 

Home Trust’s Common Equity Tier 1, Total Tier 1 and Total capital ratios continue to exceed regulatory and internal capital 
targets. 

Home Trust adopted certain Basel III capital requirements beginning January 1, 2013, as required by OSFI. The transitional 
basis allows for the transition of certain capital deductions over a period ending January 1, 2018, whereas the all-in basis 
includes all applicable deductions immediately.  For Home Trust, the transitional basis is applied to the deduction from capital 
of intangible assets related to development costs.  Deductions for transitional calculations commenced in 2014.  For purposes 
of meeting minimum regulatory capital ratios prescribed by OSFI, the all-in basis is required.   
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The shaded areas of this section of the MD&A form an integral part of the unaudited interim consolidated financial statements 
for the three and nine months ended September 30, 2015. 

Risk management is an essential component of the Company’s strategy, contributing directly to the Company’s profitability 
and consistently high return on equity. The Company continues to invest in risk management practices and resources.  The 
Company’s key risk management practices remain in place and are continually reviewed and enhanced from those outlined 
on pages 54 through 70 in the MD&A section of the Company’s 2014 Annual Report. 

Credit Risk 
Credit risk is the risk of the loss of principal and/or interest from the failure of debtors and/or counterparties to honour their 
financial or contractual obligations to the Company, for any reason. The Company’s overall exposure to credit risk is 
governed by a defined credit-specific risk appetite, limits, and a Board-approved Credit Risk Policy and regular independent 
monitoring and reporting.  The Company’s approach to establishing, implementing and monitoring credit risk policies and 
guidelines has not changed significantly from the description provided in the 2014 Annual Report. 

Mortgage Lending 

As part of credit risk management of the mortgage portfolio, senior management and the Enterprise Risk Management (ERM) 
group monitor various portfolio characteristics, including the characteristics in the following table.  Total mortgage loan 
exposures are presented in Table 8. 

 
Table 13: Mortgage Portfolio On Balance Sheet    
      
(000s, except %) September 30 June 30 March 31 December 31 September 30 June 30

  2015  2015  2015  2014  2014  2014

Total mortgage portfolio balance (net of individual allowance) $  17,563,776  $  17,387,281  $  17,589,031  $  17,746,378  $  17,725,745  $  17,305,488  

Percentage of residential mortgages  91.7%  92.4%  93.2%  93.8%  94.0%  94.1%

Percentage of non-residential mortgages  8.3%  7.6%  6.8%  6.2%  6.0%  5.9%

Percentage of mortgage portfolio insured1  23.5%  24.0%  25.7%  27.7%  29.6%  32.2%

Percentage of mortgages current  98.2%  98.0%  98.1%  97.9%  98.0%  97.9%

Percentage of total mortgages over 90 days past due  0.32%  0.28%  0.29%  0.34%  0.34%  0.38%
1Insured loans are loans insured against default by CMHC or another approved insurer either individually at origination or by portfolio. 

Credit risk mitigation is a key component of the Company’s approach to credit risk management. The composition of the 
mortgage portfolio is well within the policy limits.  The portfolio continues to perform well, with arrears and net write-offs 
that are well within expected levels. 

The Company mitigates credit risk by ensuring borrowers have the capacity and willingness to pay and through collateral in 
the form of real property. Loan to value (LTV) is a key credit metric.  Please see Tables 18 and 19 for further information. 

The Company continues to actively monitor the mortgages associated with the suspended individual mortgage brokers and 
there have been no unusual credit issues. 

Due to the level of activity in the condominium market in certain cities, the Company continues to closely monitor market 
conditions and the performance of this portfolio. Condominiums represent 9.0% of the residential mortgage portfolio and, of 
these, 21.8% are insured. The average current LTV of the condominium portfolio was 67.0% at the end of Q3 2015. The 
credit performance of the condominium portfolio is strong and within the Company’s expectations with 98.6% of the portfolio 
current and 0.3% over 90 days.    

The Company continues to closely monitor its exposure and the credit performance of mortgages in energy producing 
regions, including in Alberta, Saskatchewan and Newfoundland and Labrador.  At September 30, 2015, 3.0% of the 
uninsured mortgage portfolio was in these regions, with an average LTV of 62.6%, and 97.5% were current. 

The level of non-residential mortgages has grown over the last 12 months and the Company anticipates that the non-
residential portfolio will continue to grow.  The proportion is well within the policy limits.  
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Other Lending 

Credit card balances were $342.8 million at the end of the quarter, virtually all of which are secured by either cash deposits 
or residential property.  Within the credit card portfolio, Equityline Visa accounts, which are secured by residential property, 
represent the principal driver of receivable balances. The Equityline Visa portfolio had a weighted-average LTV of 62.8% at 
the end of the quarter, compared to 62.2% at the end of Q2 2015 and 63.1% at the end of Q3 2014.  The LTV includes both 
the first mortgage and the secured Equityline Visa balance.  

Senior management and the ERM group closely monitor the credit performance of the credit card portfolio.  The portfolio 
continues to perform well, with arrears well within expected levels. As of September 30, 2015, $1.5 million or 0.4% of the 
credit card portfolio was over 90 days in arrears, compared to $2.0 million or 0.6% at June 30, 2015 and $2.3 million or 
0.7% at September 30, 2014.   

Retail credit is secured by charges on financed assets, primarily improvements to residential property or fixtures, such as 
water heaters. Water heater loans are also guaranteed by the gas supplier. 

Refer to Note 5(A) in the unaudited interim financial statements included in this report for a breakdown of the overall loan 
portfolio by geographic region.  While the Company’s strategy is to increase the geographic diversification of the loan 
portfolio, this has been tempered by credit and economic conditions in local markets. 

Non-Performing Loans, Credit Provisions and Allowances 

Net non-performing loans remain within expected and acceptable ranges. The table below provides the breakdown on non-
performing loans by product type.  

       
Table 14: Net Non-Performing Loans by Product  

As at
(000s, except %)  September 30  June 30 December
 2015 2015 2014
Single-family residential mortgages $  48,921  $  53,134  $  50,743  
Residential commercial mortgages  -   -   54  
Non-residential commercial mortgages  4,189   3,817   2,461  
Credit card loans  1,382   1,921   1,858  
Other consumer retail loans  -   -   -  
Securitized single-family residential mortgages  -   -   -  
Securitized multi-unit residential mortgages  -   -   -  
Net non-performing loans $  54,492  $  58,872  $  55,116  
Percentage of gross loans 0.30% 0.33% 0.30%
 
Write-offs, net of recoveries, during the quarter totaled $1.6 million or 0.04% of gross loans on an annualized basis.  The 
Company continually monitors arrears and the write-offs and deals effectively with non-performing loans. 

The Company maintains credit allowances that, in management’s judgement, are sufficient to cover incurred losses and 
identified credit events in the loans portfolio.  Expected and unexpected future losses are mitigated with a combination of 
risk-sensitive pricing, solid earnings and a strong capital position. 
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Table 15: Allowance for Credit Losses by Product    
      
(000s) As at

    September 30  June 30 December 31

   2015  2015  2014  
Individual allowance 

  Single-family residential mortgages $  2,920  $  2,243  $  2,368  

  Residential commercial mortgages  -   -   -  

  Non-residential commercial mortgages  564   630   112  

  Credit card loans  68   68   80  

  Other consumer retail loans  159   144   163  
Total individual allowance  3,711   3,085   2,723  
Collective allowance 

  Single-family residential mortgages  22,232   21,632   20,632  

  Residential commercial mortgages  327   327   327  

  Non-residential commercial mortgages  9,500   9,500   9,300  

  Credit card loans  3,541   3,541   3,541  

  Other consumer retail loans  300   300   300  
Total collective allowance  35,900   35,300   34,100  
Total allowances $  39,611  $  38,385  $  36,823  
 
At the end of the third quarter, the Company held a collective allowance of $35.9 million, increasing from $35.3 million at the 
end of Q2 2015 and $33.5 million at the end of Q3 2014. The Company has security in the form of real property or cash 
deposits for virtually the entire loans portfolio. The principal factors impacting the assessment of the adequacy of the 
collective allowance are the stable credit performance in the Company’s principal markets, the increased weighting of 
uninsured mortgages and the low loan to value of the uninsured mortgage portfolio. For the most part, these factors tend to 
offset each other and, accordingly, the collective allowance has been increased marginally and currently exceeds the net 
write-offs experienced over the past 36 months. 
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Additional Information: Residential Loans and Equityine Visa (HELOC)  

The following tables provide additional information on the composition of the Company’s single-family residential mortgage 
portfolio by province and insured status, as well as effective remaining amortization periods and loan to value by province.  

 
Table 16: Single-family Residential Loans by Province  
     
(000s, except %)       As at September 30, 2015
  Insured Percentage  Uninsured Percentage  Percentage  
  Residential of Total  Residential of Total  Equityline of Total  

   Mortgages1 for Province   Mortgages for Province  Visa2 for Province  Total
British Columbia $  264,900  31.8% $  565,737  67.8% $  3,577  0.4% $  834,214  
Alberta   210,501  34.7%   383,232  63.2%   12,535  2.1%   606,268  
Ontario   2,470,600  19.0%   10,257,902  78.7%   303,893  2.3%   13,032,395  
Quebec    155,662  30.6%   351,064  69.1%   1,532  0.3%   508,258  
Other   147,875  46.5%   167,761  52.8%   2,362  0.7%   317,998  
 $  3,249,538  21.2% $  11,725,696  76.7% $  323,899  2.1% $  15,299,133  
        
(000s, except %)      As at June 30, 2015
  Insured Percentage  Uninsured Percentage  Percentage  
  Residential of Total  Residential of Total  Equityline of Total  

   Mortgages1 for Province   Mortgages for Province  Visa2 for Province  Total
British Columbia $  257,138  31.1% $  566,740  68.4% $  3,790  0.5% $  827,668  
Alberta   204,650  33.5%   392,603  64.4%   13,005  2.1%   610,258  
Ontario   2,571,987  19.7%   10,184,872  78.0%   304,315  2.3%   13,061,174  
Quebec    148,106  29.0%   361,401  70.7%   1,516  0.3%   511,023  
Other   123,598  41.9%   169,327  57.3%   2,267  0.8%   295,192  
 $  3,305,479  21.6% $  11,674,943  76.3% $  324,893  2.1% $  15,305,315  

         
(000s, except %)      As at December 31, 2014
  Insured Percentage  Uninsured Percentage  Percentage  
  Residential of Total  Residential of Total  Equityline of Total  

   Mortgages1 for Province   Mortgages for Province  Visa2 for Province  Total
British Columbia $  301,557  34.1% $  579,031  65.4% $  4,323  0.5% $  884,911  
Alberta   248,418  38.7%   379,769  59.0%   14,512  2.3%   642,699  
Ontario   2,993,336  22.3%   10,121,442  75.5%   292,098  2.2%   13,406,876  
Quebec    166,704  31.9%   354,293  67.8%   1,477  0.3%   522,474  
Other   127,333  42.7%   168,764  56.5%   2,308  0.8%   298,405  
 $  3,837,348  24.4% $  11,603,299  73.6% $  314,718  2.0% $  15,755,365  
1See definition of insured loans under the Glossary of this report. 
2Equityline Visa is an uninsured product. 
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Table 17:  Insured and Uninsured Single-Family Residential Mortgages by Effective Remaining Amortization Period  

             
(000s, except %)       As at September 30, 2015
  ≤ 20  >20 and ≤ 25  >25 and ≤ 30  >30 and ≤ 35  > 35  

 Years  Years  Years  Years  Years  Total
Balance outstanding $  688,600  $  2,193,649  $  11,368,527  $  718,631  $  5,827  $  14,975,234  
Percentage of total  4.6%  14.6%  76.0%  4.8%  0.0%  100.0%

             
(000s, except %)       As at June 30, 2015
  ≤ 20  >20 and ≤ 25  >25 and ≤ 30  >30 and ≤ 35  > 35  

 Years  Years  Years  Years  Years  Total
Balance outstanding $  685,364  $  2,130,428  $  11,163,650  $  991,965  $  9,015  $  14,980,422  
Percentage of total  4.6%  14.2%  74.5%  6.6%  0.1%  100.0%

                         
(000s, except %)       As at December 31, 2014
  ≤ 20  >20 and ≤ 25  >25 and ≤ 30  >30 and ≤ 35  > 35  

 Years  Years  Years  Years  Years  Total
Balance outstanding $  677,965  $  2,220,655  $  10,905,290  $  1,621,133  $  15,604  $  15,440,647  
Percentage of total  4.4%  14.4%  70.6%  10.5%  0.1%  100.0%

Table 18:  Weighted-Average Loan to Value Ratios for Uninsured Single-Family Residential Mortgages Originated During the Quarter 

 For the three months ended
  September 30 June 30  September 30

  2015 2015  2014

 Uninsured Uninsured Uninsured 
 Residential Equityline Residential Equityline Residential Equityline
 Mortgages1 Visa1 Mortgages1 Visa1 Mortgages1 Visa1

British Columbia 66.9% 54.9% 67.3% 64.3% 68.7% 58.5%
Alberta 73.3% 55.9% 69.6% 53.5% 72.4% 57.7%
Ontario 74.4% 65.4% 74.3% 64.3% 75.0% 55.8%
Quebec  69.3% 62.5% 70.0% 55.4% 68.8% 52.4%
Other 71.0% 60.8% 69.5% 55.5% 70.8% 51.2%
Total 73.7% 65.3% 73.4% 64.3% 74.4% 55.8%
1Weighted-average LTV is calculated by dividing the sum of the products of LTVs and loan balances by the sum of the loan balances. 

The Company actively manages the entire mortgage portfolio and performs both standardized and ad-hoc stress testing. 
Stress testing includes scenarios that are based on a combination of increasing unemployment, rising interest rates, and a 
downturn in real estate markets, as well as specific operational, market and single factor stress tests. The probability of 
delinquency in the residential mortgage portfolio is most closely correlated with changes in employment.  Consequently, 
during an economic downturn either regionally or nationally, the Company would expect an increased rate of delinquency and 
also an increase in credit losses. The Company’s stress tests related to either regional or national economic downturns, which 
include declining housing prices and increased unemployment, indicate that the Company has sufficient capital to absorb 
such event, albeit with increases to credit losses. The total single-family residential mortgage portfolio including HELOC was 
$15.30 billion as of September 30, 2015, of which $3.25 billion was insured against credit losses.  The Company would 
expect to recover any lost principal, interest and direct collection costs associated with this insured portion of the portfolio.  
Management monitors these risks carefully on an ongoing basis, including stress testing of the portfolio. 

The Company’s key mitigant against credit losses in the event of default in the uninsured portfolio is the excess of the value 
of the collateral over the outstanding loan amount (expressed as LTV ratio).  As at September 30, 2015, the weighted-
average LTV of the uninsured portfolio against the estimated current market value was 66.6% compared to 67.2% at the end 
of Q2 2015 and 67.8% at the end of Q4 2014. These LTVs were estimated using the Teranet-National Bank National 
Composite House Price Index and the most recent appraisals.  If an economic downturn involved reduced real estate values, 
the margin of value over loan amounts would be eroded and the extent of loan losses could increase.   The distribution of 
LTV around the mean for each significant market is indicated below. 
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Table 19:  Weighted-Average Loan to Value Ratios for Uninsured Residential Mortgages 
      

  As at September 30, 2015 As at June 30, 2015

 Percentage of Total Value Percentage of Total Value
 Weighted-Average of Outstanding Mortgages with Weighted-Average of Outstanding Mortgages with

 Current LTV1 Current LTV Less than or Equal to Current LTV1 Current LTV Less than or Equal to

75% 65% 75% 65%

British Columbia 63.9% 87.6% 53.1% 64.3% 88.6% 52.1%
Alberta 65.4% 80.2% 44.4% 65.3% 80.3% 45.0%

Ontario 66.8% 74.1% 37.9% 67.5% 72.9% 36.3%

Quebec  65.6% 89.3% 43.4% 65.7% 89.8% 43.1%

Other 65.0% 84.2% 48.5% 64.8% 85.8% 49.0%

Total 66.6% 75.5% 39.2% 67.2% 74.6% 37.8%
1Weighted-average LTV is calculated by dividing the sum of the products of LTVs and loan balances by the sum of the loan balances. 

Market Risk 
For the Company, Market Risk consists primarily of Investment Risk and Structural Interest Rate Risk.  A summary of these 
risks is as follows: 

Investment Risk 

Investment risk is the risk of loss due to impairment in the fair value of investments. The Company’s investment portfolio 
consists primarily of preferred shares at 42.4% of the portfolio, and corporate and governments bonds at 55.1% of the 
portfolio. The total balance was $413.4 million at the end of Q3 2015 compared to $449.2 million at the end of Q2 2015 and 
$582.8 million at the end 2014.  The Company has not identified credit events in relation to its preferred share holdings 
(Refer to Note 4(B) of the unaudited interim consolidated financial statements).    

There have been no changes to the Company’s investment risk management framework since the end of 2014. Please see 
page 63 of the 2014 Annual Report for more details.   

Structural Interest Rate Risk  

Structural interest rate risk is the risk of lost earnings or capital due to changes in interest rates. The objective of interest 
rate risk management is to ensure that the Company is able to realize stable and predictable earnings over specific time 
periods despite interest rate fluctuations. There have been no significant changes to the Company’s market risk management 
framework, interest rate risk policies, guidelines and procedures since the end of 2014. Please see page 63 of the 2014 
Annual Report for more details.  

From time to time, the Company enters into derivative transactions in order to hedge interest rate exposure resulting from 
outstanding loan commitments and requirements to replace assets in the CMB program, as well as interest rate risk on fixed-
rate mortgages, debt and deposits, such as CMB liabilities and senior debt.  Where appropriate, the Company will apply 
hedge accounting to minimize volatility in reported earnings from interest rate changes. All derivative contracts are over-the-
counter contracts with highly rated Canadian financial institutions. Please see the Non-Interest Income section of this MD&A 
and Note 12 to the unaudited interim consolidated financial statements included in this report for further information.  

The Company is exposed to interest rate risk as a result of a difference, or gap, between the maturity or re-pricing date of 
interest-sensitive assets and liabilities. The following table shows the gap positions at September 30, 2015,  June 30, 2015 
and December 31, 2014 for selected period intervals. Figures in parentheses represent an excess of liabilities over assets or 
a negative gap position. 

This schedule reflects the contractual maturities of both assets and liabilities, adjusted for assumptions regarding the 
effective change in the maturity date as a result of a mortgage becoming impaired and for credit commitments and 
derivatives.  Over the lifetime of certain assets, some contractual obligations such as residential mortgages will be 
terminated prior to their stated maturity at the election of the borrower, by way of prepayments.  Similarly, some contractual 
off-balance sheet mortgage commitments may be made but may not materialize.  In measuring its interest rate risk 
exposure, the Company makes assumptions about these factors and monitors these against actual experience. Variable rate 
assets and liabilities are allocated to a maturity category based on their interest re-pricing date. 
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Table 20: Interest Rate Sensitivity 

(000s), except % (Unaudited) As at September 30, 2015
  Floating  0 to 3  3 Months   Over  Non-interest  
  Rate  Months1  to 1 Year  1 to 5 Years  5 Years  Sensitive  Total

Total assets $  151,747  $  6,227,481  $  8,018,762  $  5,146,274  $  364,709  $  405,247  $  20,314,220  
Total liabilities and equity   (1,663,838)   (3,921,779)   (5,044,946)   (7,641,677)   (80,176)   (1,961,804)   (20,314,220)
Off-balance sheet items   -    (1,096,567)   33,201    860,183    203,183    -    -  

Interest rate sensitive gap $  (1,512,091) $  1,209,135  $  3,007,017  $  (1,635,220) $  487,716  $  (1,556,557)$  -  
Cumulative gap $  (1,512,091) $  (302,956) $  2,704,061  $  1,068,841  $  1,556,557  $  -  $  -  
Cumulative gap as a        
percentage of total assets  (7.4)%  (1.5)%  13.3%  5.3%  7.7%   -    -  

                            

(000s), except % (Unaudited) As at June 30, 2015

  Floating  0 to 3  3 Months   Over  Non-interest  
  Rate  Months1  to 1 Year  1 to 5 Years  5 Years  Sensitive  Total

Total assets $  136,687  $  6,708,123  $  7,971,073  $  5,069,904  $  230,928  $  399,532  $  20,516,247  
Total liabilities and equity   (1,515,564)   (4,472,913)   (4,866,542)   (7,601,287)   (80,997)   (1,978,944)   (20,516,247)

Off-balance sheet items   -    (1,106,112)   35,396    802,438    268,278    -    -  

Interest rate sensitive gap $  (1,378,877) $  1,129,098  $  3,139,927  $  (1,728,945) $  418,209  $  (1,579,412) $  -  

Cumulative gap $  (1,378,877) $  (249,779) $  2,890,148  $  1,161,203  $  1,579,412  $  -  $  -  

Cumulative gap as a        
percentage of total assets  (6.7)%  (1.2)%  14.1%  5.7%  7.7%   -    -  

              

(000s), except % (Unaudited) As at December 31, 2014

  Floating  0 to 3  3 Months   Over  Non-interest  
  Rate  Months 1  to 1 Year  1 to 5 Years  5 Years  Sensitive  Total

Total assets $  224,638  $  5,271,275  $  8,394,675  $  5,270,474  $  580,070  $  341,612  $  20,082,744  
Total liabilities and equity   (898,909)   (3,934,508)   (5,853,264)   (7,051,045)   (494,757)   (1,850,261)   (20,082,744)

Off-balance sheet items   -    (842,992)   43,888    621,638    177,466    -    -  

Interest rate sensitive gap $  (674,271) $  493,775  $  2,585,299  $  (1,158,933) $  262,779  $  (1,508,649) $  -  

Cumulative gap $  (674,271) $  (180,496) $  2,404,803  $  1,245,870  $  1,508,649  $  -  $  -  

Cumulative gap as a        
percentage of total assets  (3.4)%  (0.9)%  12.0%  6.2%  7.5%   -    -  
1Total assets in the 0-3 month category above include $1.78 billion in variable rate mortgages ($1.91 billion in Q2 2015 and $2.2 billion in Q4 2014)  

To assist in matching assets and liabilities, the Company utilizes a variety of metrics, including two interest rate risk sensitivity 
metrics that measure the relationship between changes in interest rates and the resulting estimated impact on both the Company’s 
future net interest income and economic value of shareholders’ equity.  The Company measures these metrics over a number of 
different yield curve scenarios.  

The following table provides measurements of interest rate sensitivity and the potential after-tax impact of an immediate and 
sustained 100 basis-point increase and decrease in interest rates on net interest income, the economic value of shareholders’ equity 
and OCI.  

 
Table 21: Impact of Interest Rate Shifts     
         
(000s) September 30 June 30 December 31 September 30 June 30 December 31
   2015   2015   2014   2015   2015   2014  

   Increase in interest rates  Decrease in interest rates

100 basis point shift       

  Impact on net interest income, after tax       

  (for the next 12 months) $  9,353  $  11,426  $  8,642  $  (7,728) $  (10,300) $  (8,642)

  Impact on net present value of shareholders’ equity   29,120    19,723    13,953    (31,845)   (21,436)   (14,694)

 Impact on other comprehensive income   2,284    2,156    2,114    (1,636)   (1,983)   (2,114)
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Funding and Liquidity Risk 
This is the risk that the Company is unable to generate or obtain cash or equivalents in a timely manner and at a reasonable 
cost to meet its commitments (both on- and off-balance sheet) as they become due. This risk will arise from fluctuations in 
the Company’s cash flows associated with lending, securitization, deposit-taking, investing and other business activities.  
There have been no significant changes to the Company’s funding and liquidity risks, policies, guidelines or the measurement 
and management of the risks since the end of 2014.  Please refer to pages 66 through 67 of the 2014 Annual Report for 
more information. 

The Company’s liquid assets are presented in the table below.  

 
Table 22: Liquidity Resources    
       

(000s, except %) September 30 June 30 December 31

   2015  2015  2014
Cash and cash equivalents per balance sheet $  612,218  $  915,674  $  360,746  
Available for sale securities per balance sheet   413,381    449,216    582,819  
Add: MBS included in residential mortgages   627,108    659,784    362,801  
   1,652,707    2,024,674    1,306,366  
Less: securities held for investment   (175,214)   (208,857)   (248,069)
Liquid assets at carrying value $  1,477,493  $  1,815,817  $  1,058,297  
Liquid assets at fair value $  1,491,188  $  1,825,869  $  1,059,821  
Liquid assets at carrying value as a % of total assets  7.3%  8.9%  5.3%
 
 
Certain Company-originated MBS are held as liquid assets, but are classified in residential mortgages on the balance sheet, 
as required by IFRS. The underlying mortgages are insured and the securities are stamped by the Canada Mortgage and 
Housing Corporation (CMHC).  On an overall basis, liquidity resources fluctuate as the Company’s future cash requirements 
change.  

As required by OSFI’s “Liquidity Adequacy Requirements” (LAR), effective January 1, 2015, the Company reports its Liquidity 
Coverage Ratio (LCR) to OSFI, which is a minimum regulatory liquidity standard adopted by OSFI. The LCR requires 
regulated financial institutions to maintain a sufficient stock of high-quality liquid assets to cover a minimum of 30 days of 
net cumulative cash flow requirements in a stressed environment. As well, the Company reports the OSFI-designed Net 
Cumulative Cash Flow (NCCF), which measures detailed cash flows to capture the risk posed by funding mismatches over 
and up to a 12 month time horizon.  The Company complies with these requirements.  

Operational Risk 
Operational risk, which is inherent in all business activities, is the risk of loss resulting from inadequate or failed internal 
processes, people and systems or from external events. Operational risk includes legal risk, but excludes strategic and 
reputational risk.  The key elements of the Company’s operational risk framework including governance, risk identification 
and assessment, risk measurement, risk monitoring and reporting, business continuity and crisis management and corporate 
insurance have not changed significantly from the description provided on pages 68 to 69 of the 2014 Annual Report. 

The financial services sector, including the Company, remains exposed to cyber-crime risk. Threats are increasing in scale, 
scope and complexity. The Company continues to enhance and strengthen its information security program. In addition to 
cyber-crime, the Company is continuously exposed to other various types of fraud stemming from the nature of the 
Company’s business.  For example, the Company must often rely on information provided by customers and other third 
parties in its decisions to enter into transactions such as extending credit.  The recent increasing pace of advancement in 
available technology has increased the sophistication and complexity of potential fraud crimes to which the Company is 
exposed.  The Company continues to introduce and enhance processes to defend against more sophisticated and complex 
fraud.  Despite the Company’s commitment to information and cyber security and fraud prevention, the Company and its 
third-party service providers may not be able to fully mitigate all risks associated with the increased complexity and high rate 
of change in the threat landscape.  Furthermore, to the extent that the Company encounters events that impact its 
relationships with its third-party service providers, the Company may be exposed to service disruptions, regulatory action, 
financial loss, litigation or reputational damage.  These complex relationships continue to receive increased oversight from 
regulators and attention from the media.  As part of the Company’s ongoing reviews of its operating procedures, the 
Company evaluates the alignment of all of its business partners’ processes and controls with the Company’s own processes 
and controls, and change relationships as appropriate.  As part of its process, the Company actively maintains a list of third 
party service providers, whose use is prohibited. 
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The significant accounting policies and critical accounting estimates are outlined in Note 2 to the audited consolidated 
financial statements included in the Company’s 2014 Annual Report.  These policies are critical as they refer to material 
amounts and require management to make estimates. 

Future Changes in Accounting Standards 
The new IFRS pronouncements that have been issued but are not effective and may have a future impact on the Company 
are discussed in Note 3 of the unaudited interim consolidated financial statements. 

Controls over Financial Reporting 
Disclosure Controls and Internal Control over Financial Reporting 

Management is responsible for establishing the integrity and fairness of financial information presented in the consolidated 
financial statements prepared in accordance with Canadian generally accepted accounting principles.  As such, management 
has established disclosure controls and procedures and internal controls over financial reporting to ensure that the 
Company’s consolidated financial statements and the Management’s Discussion and Analysis present fairly, in all material 
respects, the financial position of the Company and the results of its operations. 

Disclosure controls and procedures are designed to provide reasonable assurance that all relevant information is gathered 
and reported to senior management, including the Chief Executive Officer and Chief Financial Officer, on a timely basis so 
that appropriate decisions can be made regarding public disclosure.  

There were no changes in the quarter that have or could reasonably be expected to materially affect internal control over 
financial reporting. 

Comparative Consolidated Financial Statements 
The comparative unaudited interim consolidated financial statements have been reclassified from statements previously 
presented to conform to the presentation of the 2015 unaudited interim consolidated financial statements. 

 

ACCOUNTING STANDARDS AND POLICIES 
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QUARTERLY FINANCIAL HIGHLIGHTS 
Table 23: Summary of Quarterly Results                            
(000s, except per share amounts and %) 2015     2014  2013

   Q3  Q2  Q1  Q4  Q3  Q2  Q1  Q4

Net interest income (TEB1) $  122,635  $ 118,175$ 116,511$ 117,440$ 118,648$ 116,187$ 111,371$ 111,888

Less: TEB adjustment   937   965  987  1,024  1,065  1,044  984  921

Net interest income per financial statements   121,698   117,210  115,524  116,416  117,583  115,143  110,387  110,967

Non-interest income   23,385   29,061  27,092  56,437  24,972  26,765  25,185  21,827

Non-interest expense   44,955   47,374  43,663  39,889  42,901  40,522  38,940  37,862

Total revenue   247,194   250,879  249,232  284,592  255,046  255,448  247,900  246,365

Total adjusted revenue2   247,194   250,879  249,232  251,917  255,046  255,448  247,900  246,365

Net income   72,443    72,317    72,286    95,936    73,755    73,745    69,736    68,827  

Adjusted net income2   72,443    72,317    72,286    71,917    73,755    73,745    69,736    68,827  

Return on shareholders’ equity  18.7%  19.1%  19.7%  27.2%  22.0%  23.1%  23.1%  23.9%

Adjusted return on shareholders’ equity2  18.7%  19.1%  19.7%  20.4%  22.0%  23.1%  23.1%  23.9%

Return on average total assets  1.4%  1.4%  1.4%  1.9%  1.4%  1.4%  1.4%  1.4%

Total assets under administration   25,404,219    25,456,212    25,066,234    24,281,366    24,226,114    23,716,585    22,871,407    21,997,781  

Total loans under administration   23,426,735    22,922,440    22,742,462    22,563,532    22,153,408    21,235,234    20,475,143    19,941,832  

Earnings per common share3          

 
Basic $ 1.03 $ 1.03$ 1.03$ 1.37$ 1.05$ 1.06$ 1.00$ 0.99

 
Diluted $ 1.03 $ 1.03$ 1.03$ 1.36$ 1.05$ 1.05$ 1.00$ 0.98

Adjusted earnings per common share2,3          

 Basic $  1.03  $ 1.03$ 1.03$ 1.03$ 1.05$ 1.06$ 1.00$ 0.99

 Diluted $  1.03  $ 1.03$ 1.03$ 1.02$ 1.05$ 1.05$ 1.00$ 0.98

Book value per common share3 $ 22.37 $ 21.87$ 21.18$ 20.67$ 19.57$ 18.74$ 17.82$ 16.95

Efficiency ratio (TEB1)  30.8%  32.2%  30.4%  22.9%  29.9%  28.3%  28.5%  28.3%

Adjusted efficiency ratio (TEB1,2)  30.8%  32.2%  30.4%  28.2%  29.9%  28.3%  28.5%  28.3%

Common equity tier 1 ratio4  18.06%  18.03%  17.95%  18.30%  17.58%  17.45%  17.22%  16.80%

Tier 1 capital ratio4  18.06%  18.03%  17.94%  18.30%  17.58%  17.45%  17.22%  16.80%

Total capital ratio4  20.51%  20.53%  20.50%  20.94%  20.24%  20.20%  20.06%  19.69%

Net non-performing loans as a % of gross loans  0.30%  0.33%  0.25%  0.30%  0.27%  0.32%  0.33%  0.35%

Annualized provision as a % of gross uninsured loans  0.08%   0.07%   0.07%   0.09%   0.11%   0.10%   0.11%   0.14%

Annualized provision as a % of gross loans  0.06%   0.05%   0.05%   0.07%   0.08%   0.07%   0.07%   0.09%
1 TEB - Taxable Equivalent Basis: see definition under Non-GAAP Measures in this report. 

2 See definition of Total Adjusted Revenue, Adjusted Net Income, Adjusted Return on Shareholders’ Equity, Adjusted Earnings per Common Share, and Adjusted Efficiency Ratio under Non-GAAP Measures in this report. 

3 During Q1 2014, the Company paid a stock dividend of one common share per each issued and outstanding common share. 

  Accordingly, both basic and diluted earnings per common share and book value per common share are reduced to half for all periods prior to 2014 presented. 

4 These figures relate to the Company’s operating subsidiary, Home Trust Company. 

 
The Company’s key financial measures for each of the last eight quarters are summarized in the table above.  These 
highlights illustrate the Company’s profitability, return on equity, as well as efficiency measures and capital ratios. The 
quarterly results are modestly affected by seasonal factors, with first quarter mortgage advances typically impacted by 
winter weather conditions while the second and third quarters have traditionally experienced higher levels of advances. First 
quarter credit statistics may experience decline reflecting post-holiday arrears increases.  Non-interest expenses and the 
efficiency ratio generally tend to increase in the third quarter, reflecting increased lending activity through the summer 
period (Please see the non-interest expense section of this MD&A for discussion on the decrease in non-interest expenses in 
the current quarter). 

The Company continues to achieve positive financial results driven by strong net interest margins, continued low operating 
expenses and favourable non-interest income.  Capital ratios over the last eight quarters reflect the Company’s prudent 
capital management strategies and the proactive approach to maintaining a strong capital base.  
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Non-GAAP Measures 
The Company uses a number of financial measures to assess its performance.  Some of these measures are not calculated in accordance with 
GAAP, are not defined by GAAP, and do not have standardized meanings that would ensure consistency and comparability between companies 
using these measures.  The non-GAAP measures used in this MD&A are defined as follows:  

Adjusted Revenue, Adjusted Net Income, and Adjusted Earnings per Share   

The Company presents adjusted revenue, adjusted net income and adjusted earnings per share.  The adjusted results remove “items of 
note”, net of income taxes, from reported results for items which management does not believe are indicative of future results. The items of 
note are for the after-tax prepayment income associated with the sale of the water heater loans portfolio in Q4 2014. There were no items of 
note for the three and nine months ended September 30, 2015 or September 30, 2014 or for the previous quarter ended June 30, 2015.  
Return on shareholders’ equity and efficiency ratios are also presented on an adjusted basis. 

Allowance as a Percentage of Gross Loans 

Allowance as a percentage of gross loans is calculated as the total allowance divided by the gross on-balance sheet loans outstanding, which 
includes all on-balance sheet loans, except for loans held for sale. 

Assets to Capital Multiple (ACM) 

The ACM discussed in this MD&A is that of the Company’s wholly owned subsidiary Home Trust Company.  The calculations are in accordance 
with guidelines issued by OSFI. The multiple reflects total regulatory assets, including specified off-balance sheet items net of other specified 
deductions, divided by Total regulatory capital. For periods beginning on or after January 1, 2015, the ACM has been replaced by the leverage 
ratio (see definition below).  
Common Equity Tier 1, Tier 1 and Total Capital Ratios 

The capital ratios provided in this MD&A are those of the Company’s wholly owned subsidiary Home Trust Company.  The calculations are in 
accordance with guidelines issued by OSFI.  Refer to Note 8(C) to the unaudited interim consolidated financial statements included in this 
report.   
Efficiency or Productivity Ratio and Adjusted Efficiency or Productivity Ratio 

Management uses the efficiency ratio as a measure of the Company’s efficiency in generating revenue.  This ratio represents non-interest 
expenses as a percentage of total revenue, net of interest expense. The Company also looks at the same ratio on a taxable equivalent basis 
and will include this adjustment in arriving at the efficiency ratio, on a taxable equivalent basis.  In addition, the Company uses the adjusted 
efficiency ratio, which is calculated using adjusted revenue.  A lower ratio indicates better efficiency. 
Leverage Ratio 
The leverage ratio provided in this MD&A is that of the Company’s wholly owned subsidiary Home Trust Company.  The calculations are in 
accordance with guidelines issued by OSFI.  The leverage ratio is defined as the Capital Measure divided by the Exposure Measure, with the 
ratio expressed as a percentage.  The Capital Measure is the all-in Tier 1 capital of Home Trust.  The Exposure Measure consists of on-balance 
sheet, derivative, securities financing transaction and off-balance sheet exposures.  The leverage ratio has replaced the ACM (defined above) 
and is effective for Home Trust as of January 1, 2015. 

Liquid Assets 

Liquid assets are unencumbered high quality assets for which there is a broad and active secondary market available to the Company to sell 
these assets without incurring a substantial discount. Liquid assets are a dependable source of cash used by the Company when it 
experiences short-term funding shortfalls. 

Market Capitalization 

Market capitalization is calculated as the closing price of the Company’s common shares multiplied by the number of common shares of the 
Company outstanding. 

Net Interest Margin (Non-TEB) 

Net interest margin is a measure of profitability of assets.  Net interest margin is calculated by taking net interest income divided by the 
average total assets generating the interest income. 
Net Interest Margin (TEB) 
Net interest margin is a measure of profitability of assets. Net interest margin (TEB) is calculated by taking net interest income, on a taxable 
equivalent basis, divided by the average total assets generating the interest income. 

Net Non-Performing Loans as a Percentage of Gross Loans (NPL Ratio) 
The NPL ratio is calculated as the total net non-performing loans divided by the gross on-balance sheet loans, which includes all on-balance 
sheet loans, except for loans held for sale. 

Provision as a Percentage of Gross Loans (PCL Ratio) 

The PCL ratio is calculated as the total individual and collective provision expense divided by the gross on-balance sheet loans outstanding, 
which includes all on-balance sheet loans, except for loans held for sale. 
  

NON-GAAP MEASURES AND GLOSSARY 
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Provision as a Percentage of Gross Uninsured Loans 
The provision as a percentage of gross uninsured loans ratio is calculated as the total individual and collective provision expense divided by 
the gross on-balance sheet uninsured loans outstanding. 
Return on Assets (ROA) 

Return on assets is a profitability measure that presents the annualized net income as a percentage of the average total assets for the period 
deployed to earn the income.  
Return on Shareholders’ Equity (ROE) and Adjusted Return on Shareholders’ Equity 
Return on equity is a profitability measure that presents the net income available to common shareholders as a percentage of the capital 
deployed to earn the income.  The Company calculates its return on shareholders’ equity using average common shareholders’ equity, 
including all components of shareholders’ equity.  To calculate adjusted return on shareholders’ equity, the Company uses adjusted net 
income. 
Risk-Weighted Assets (RWA) 

The risk-weighted assets reported in this MD&A are those of the Company’s wholly owned subsidiary Home Trust Company.  The calculations 
are in accordance with guidelines issued by OSFI.  Refer to Note 8(C) to the unaudited interim consolidated financial statements included in 
this report. 

Taxable Equivalent Basis (TEB) 
Most banks and trust companies analyze and discuss their financial results on a taxable equivalent basis (TEB) to provide uniform 
measurement and comparison of net interest income. Net interest income (as presented in the consolidated statements of income) includes 
tax-exempt income principally from preferred and common equity securities. The adjustment to TEB used in this MD&A increases income and 
the provision for income taxes to what they would have been had the income from tax-exempt securities been taxed at the statutory tax rate. 
TEB adjustments of $0.9  million for Q3 2015 ($1.0  million – Q2 2015; $1.1  million – Q3 2014) increased interest income as used in the 
calculation of net interest margin.  Net interest margin is discussed on a TEB throughout this MD&A.  See Table 3 for the calculation of net 
interest income on a tax equivalent basis. 
Total Assets under Administration (AUA) 

Total assets under administration refers to all on-balance sheet assets plus all off-balance sheet loans that qualify for derecognition under 
IFRS. 

Total Loans under Administration (LUA) 

Total loans under administration refers to all on-balance sheet loans plus all off-balance sheet loans that qualify for derecognition under IFRS. 

Glossary of Terms 
Assets or Loans under Administration refer to assets or loans administered by a financial institution that are beneficially owned by clients 
and therefore not reported on the balance sheet of the administering financial institution, plus all assets or loans beneficially owned by the 
Company and carried on the balance sheets. 

Average Earning Assets represents the monthly average balance of deposits with other banks and loans and securities over a relevant 
period. 

Basis Point is one-hundredth of a percentage point. 

Canada Deposit Insurance Corporation (CDIC) is a Canadian federal Crown corporation created to protect qualifying deposits made with 
member financial institutions in case of their failure. 

Collective Allowance (previously referred to as the General Allowance) is established for incurred losses inherent in the portfolio that are 
not presently identifiable on a loan-by-loan basis and reflects the relative risk of the various loan portfolios that the Company manages.   

Derivatives used by the Company are contracts whose value is “derived” from movements in interest rates.  Derivatives allow for the 
transfer, modification or reduction of current or expected risks from changes in rates. 

Forwards used by the Company are contractual agreements to either buy or sell a specified amount of an interest-rate-sensitive financial 
instrument or security at a specific price and date in the future.  Forwards are customized contracts transacted in the over-the-counter 
market. 

Hedging is a risk management technique used by the Company to neutralize, manage or offset interest rate, equity, of credit exposures 
arising from normal banking activities. 

Impaired or Non-performing Loans are loans for which there is no longer reasonable assurance of the timely collection of principal or 
interest. 

Individual Allowances (previously referred to as Specific Allowances) reduce the carrying value of individual credit assets to the amount 
expected to be recovered if there is evidence of deterioration in credit quality. 

Insured Loans are loans insured against default by CMHC or another approved insurer either individually at origination or by portfolio.  The 
Company’s insured lending includes single-family homes and multi-unit residential properties. 

Net Interest Income is comprised of earnings on assets, such as loans and securities, including interest and dividend income, less interest 
expense paid on liabilities, such as deposits. 

Notional Amount refers to the principal used to calculate interest and other payments under derivative contracts.  The principal does not 
change hands under the terms of a derivative contract. 
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Office of the Superintendent of Financial Institutions Canada (OSFI) is the government agency responsible for regulation and 
supervision of banks, insurance companies, trust companies, loan companies and pension plans in Canada.  

Provision for Credit Losses is a charge to income that represents an amount deemed adequate by management to fully provide for 
impairment in a portfolio of loans and other credit instruments, given the composition of the portfolio, the probability that default has 
occurred, the economic environment and the allowance for credit losses already established.   

Securitization is the practice of selling pools of contractual debts, such as residential or commercial mortgages, to third parties. 

Swaps are contractual agreements between two parties to exchange a series of cash flows.  The only type of swap agreements used by the 
Company are interest rate swaps where counterparties generally exchange fixed-rate and floating-rate interest payments based on a notional 
value in a single currency.   

Acronyms 
ALCO – Asset/Liability Committee 

AOCI – Accumulated Other Comprehensive Income 

CDIC – Canada Deposit Insurance Corporation 

CMB – Canada Mortgage Bond 

CMHC – Canada Mortgage and Housing Corporation 

COSO – Committee of Sponsoring Organizations of the Treadway Commission 

CVA – Credit Valuation Adjustment 

ERM – Enterprise Risk Management 

GAAP – Generally Accepted Accounting Principles 

GIC – Guaranteed Investment Certificate 

HELOC – Home Equity Line of Credit 

IASB – International Accounting Standards Board 

IFRS – International Financial Reporting Standards 

LTV – Loan to Value (ratio expressed as a percentage) 

MBS – Mortgage-Backed Security 

MD&A – Management’s Discussion and Analysis 

NCCF – Net Cumulative Cash Flow 

NHA – National Housing Authority 

OCI – Other Comprehensive Income 

OSFI – Office of the Superintendent of Financial Institutions Canada 

TEB – Taxable Equivalent Basis 
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Consolidated Statements of Income    
  For the three months ended For the nine months ended

thousands of Canadian dollars, except per share amounts September 30 June 30 September 30 September 30 September 30

(Unaudited)  2015  2015  2014  2015  2014

Net Interest Income Non-Securitized Assets      

Interest from loans (note 5(F)) $  195,051  $  190,559  $  183,101  $  572,510  $  530,526  

Dividends from securities   2,597    2,677    2,955    8,012    8,584  

Other interest   1,846    2,303    3,855    6,257    11,430  

    199,494    195,539    189,911    586,779    550,540  

Interest on deposits and other    80,771    80,669    80,428    240,835    230,168  

Interest on senior debt   1,512    1,516    1,610    4,572    4,732  

Net interest income non-securitized assets   117,211    113,354    107,873    341,372    315,640  

       

Net Interest Income Securitized Loans and Assets      

Interest income from securitized loans and assets (note 5(F))   24,315    26,279    40,163    80,988    130,932  

Interest expense on securitization liabilities   19,828    22,423    30,453    67,928    103,459  

Net interest income securitized loans and assets   4,487    3,856    9,710    13,060    27,473  

       

Total Net Interest Income   121,698    117,210    117,583    354,432    343,113  

Provision for credit losses (note 5(E))   2,849    2,266    3,511    7,518    9,948  

    118,849    114,944    114,072    346,914    333,165  

Non-Interest Income      

Fees and other income   20,096    21,390    17,736    62,705    52,969  

Securitization income (note 6(C))   5,788    9,251    5,665    20,448    21,889  

Net realized and unrealized (losses) gains on securities   (542)   -    521    902    2,460  

Net realized and unrealized (losses) gains on derivatives (note 12)   (1,957)   (1,580)   1,050    (4,517)   (396)

    23,385    29,061    24,972    79,538    76,922  

    142,234    144,005    139,044    426,452    410,087  

Non-Interest Expenses       

Salaries and benefits   19,382    21,603    20,533    62,999    60,613  

Premises   3,149    3,260    2,884    9,543    8,653  

Other operating expenses   22,424    22,511    19,484    63,450    53,097  

    44,955    47,374    42,901    135,992    122,363  

       

Income Before Income Taxes    97,279    96,631    96,143    290,460    287,724  

Income taxes (note 10)      

  Current   23,189    25,193    20,144    72,933    69,662  

  Deferred   1,647    (879)   2,244    481    826  

    24,836    24,314    22,388    73,414    70,488  

NET INCOME $  72,443  $  72,317  $  73,755  $  217,046  $  217,236  

       

NET INCOME PER COMMON SHARE      

Basic $  1.03  $  1.03  $  1.05  $  3.09  $  3.11  

Diluted $  1.03  $  1.03  $  1.05  $  3.09  $  3.09  

AVERAGE NUMBER OF COMMON SHARES OUTSTANDING       

Basic   70,218    70,230    70,089    70,195    69,776  

Diluted   70,380    70,488    70,480    70,337    70,355  

       

Total number of outstanding common shares (note 8(A))   70,160    70,247    70,105    70,160    70,105  

Book value per common share $  22.37  $  21.87  $  19.57  $  22.37  $  19.57  

The accompanying notes are an integral part of these unaudited interim consolidated financial statements. 
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Consolidated Statements of Comprehensive Income    
 For the three months ended For the nine months ended

 September 30 June 30 September 30 September 30 September 30

thousands of Canadian dollars (Unaudited)  2015  2015  2014  2015  2014

      

NET INCOME $  72,443  $  72,317  $  73,755  $  217,046  $  217,236  

      

OTHER COMPREHENSIVE (LOSS) INCOME       

      

Available for Sale Securities and Retained Interest      

Net unrealized (losses) gains   (29,730)   (12,860)   (2,552)   (68,162)   6,716  

Net losses (gains) reclassified to net income   460    -    (521)   (983)   (2,460)

   (29,270)   (12,860)   (3,073)   (69,145)   4,256  

Income tax (recovery) expense   (7,760)   (3,422)   (813)   (18,338)   1,127  

   (21,510)   (9,438)   (2,260)   (50,807)   3,129  

      

Cash Flow Hedges (note 12)      

Net unrealized gains (losses)   130    345    217    (339)   (453)

Net losses reclassified to net income   369    370    370    1,105    1,096  

   499    715    587    766    643  

Income tax expense   133    188    156    202    171  

   366    527    431    564    472  

      

Total other comprehensive (loss) income $  (21,144) $  (8,911) $  (1,829) $  (50,243) $  3,601  

      

COMPREHENSIVE INCOME $  51,299  $  63,406  $  71,926  $  166,803  $  220,837  

The accompanying notes are an integral part of these unaudited interim consolidated financial statements. 
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Consolidated Balance Sheets 
As at

  September 30 June 30 December 31
thousands of Canadian dollars (Unaudited)  2015  2015  2014
ASSETS     

Cash and Cash Equivalents (note 4(A)) $  612,218  $  915,674  $  360,746  
Available for Sale Securities (note 4(B))   413,381    449,216    582,819  
Loans Held for Sale   162,432    21,304    102,094  
Loans (note 5)     

Securitized mortgages  (note 6(A))   2,900,586    2,814,301    3,945,654  
Non-securitized mortgages and loans   15,273,718    15,146,870    14,317,162  
    18,174,304    17,961,171    18,262,816  
Collective allowance for credit losses (note 5(E))   (35,900)   (35,300)   (34,100)

  18,138,404    17,925,871    18,228,716  
Other     

Restricted assets (note 7)   494,133    733,185    421,083  
Derivative assets (note 12)   77,875    63,123    38,534  
Other assets   292,331    287,598    235,616  
Goodwill and intangible assets   123,446    120,276    113,136  
    987,785    1,204,182    808,369  
  $  20,314,220  $  20,516,247  $  20,082,744  
LIABILITIES AND SHAREHOLDERS’ EQUITY     

Liabilities     

Deposits    

Deposits payable on demand $  1,562,081  $  1,435,924  $  1,064,152  
Deposits payable on a fixed date   13,387,761    13,530,620    12,875,819  
    14,949,842    14,966,544    13,939,971  
Senior Debt (note 11)   153,652    151,930    152,026  
Securitization Liabilities (note 6(B))     

Mortgage-backed security liabilities   327,837    365,884    471,551  
Canada Mortgage Bond liabilities   2,990,281    3,144,960    3,831,912  
    3,318,118    3,510,844    4,303,463  
Other    

Derivative liabilities (note 12)   2,922    3,059    2,266  
Other liabilities   283,421    312,383    199,831  
Deferred tax liabilities (note 10)   37,035    35,388    36,554  
    323,378    350,830    238,651  
    18,744,990    18,980,148    18,634,111  
Shareholders’ Equity    

Capital stock (note 8)   89,683    89,603    84,687  
Contributed surplus   3,775    3,474    3,989  
Retained earnings   1,544,620    1,490,726    1,378,562  
Accumulated other comprehensive loss (note 9)   (68,848)   (47,704)   (18,605)
    1,569,230    1,536,099    1,448,633  
  $  20,314,220  $  20,516,247  $  20,082,744  
The accompanying notes are an integral part of these unaudited interim consolidated financial statements. 
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Consolidated Statements of Changes in Shareholders' Equity 
             
 Net Unrealized

 Losses Net Unrealized Total

 on Securities and Losses on Accumulated

          Retained Interest Cash Flow Other Total

thousands of Canadian dollars, Capital Contributed Retained Available Hedges, Comprehensive Shareholders'

except per share amounts (Unaudited) Stock Surplus Earnings for Sale, after Tax after Tax Loss Equity

Balance at December 31, 2014 $  84,687  $  3,989  $  1,378,562  $  (16,242) $  (2,363) $  (18,605) $  1,448,633  

Comprehensive income   -    -    217,046    (50,807)   564    (50,243)   166,803  

Stock options settled (note 8(A))   5,136    (1,377)   -    -    -    -    3,759  

Amortization of fair value of        

   employee stock options (note 8(B))   -    1,163    -    -    -    -    1,163  

Repurchase of shares (note 8(A))   (140)   -    (3,238)   -    -    -    (3,378)

Dividends        

($0.66 per share)   -    -    (47,750)   -    -    -    (47,750)

Balance at September 30, 2015 $  89,683  $  3,775  $  1,544,620  $  (67,049) $  (1,799) $  (68,848) $  1,569,230  

               

Balance at December 31, 2013 $  70,233  $  5,984  $  1,119,959  $  (15,823) $  (2,656) $  (18,479) $  1,177,697  

Comprehensive income   -    -    217,236    3,129    472    3,601    220,837  

Stock options settled (note 8(A))   14,350    (3,858)   -    -    -    -    10,492  

Amortization of fair value of        

   employee stock options (note 8(B))   -    1,524    -    -    -    -    1,524  

Repurchase of shares (note 8(A))   (18)   -    (754)   -    -    -    (772)

Dividends        

($0.50 per share)   -    -    (37,793)   -    -    -    (37,793)

Balance at September 30, 2014 $  84,565  $  3,650  $  1,298,648  $  (12,694) $  (2,184) $  (14,878) $  1,371,985  

The accompanying notes are an integral part of these unaudited interim consolidated financial statements. 
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Consolidated Statements of Cash Flows    
   For the three months ended For the nine months ended

   September 30 September 30 September 30 September 30

thousands of Canadian dollars (Unaudited)  2015  2014  2015  2014

CASH FLOWS FROM OPERATING ACTIVITIES    

Net income for the period $  72,443  $  73,755  $  217,046  $  217,236  

Adjustments to determine cash flows relating to operating activities:    

  Amortization of net premium on securities   29    321    52   1,515  

  Provision for credit losses   2,849    3,511    7,518   9,948  

  Gain on sale of mortgages or residual interest   (4,453)   (4,448)   (16,684)  (19,349)

  Net realized and unrealized losses (gains) on securities    542    (521)   (902)  (2,460)

  Amortization of capital and intangible assets   3,657    3,323    10,004   9,519  

  Amortization of fair value of employee stock options   355    436    1,163   1,524  

 Deferred income taxes   1,647    2,244    481   826  

Changes in operating assets and liabilities    

  Loans, net of securitization and sales   (351,858)   (465,168)   39,651   (457,645)

  Restricted assets   239,052    (56,830)   (73,050)  (18,357)

  Derivative assets and liabilities   (14,390)   (1,961)   (37,919)  (4,516)

  Accrued interest receivable   (496)   (2,071)   824   (1,446)

  Accrued interest payable   (6,235)   (1,634)   14,545   23,595  

  Deposits   (16,702)   274,507    1,009,871   1,256,178  

  Securitization liabilities   (192,726)   (264,443)   (985,345)  (1,046,903)

 Taxes receivable or payable and other   (15,737)   (31,348)   31,430   1,202  

Cash flows (used in) provided by operating activities   (282,023)   (470,327)   218,685   (29,133)

CASH FLOWS FROM FINANCING ACTIVITIES    

Repurchase of shares   (3,250)   (772)   (3,378)  (772)

Exercise of employee stock options   162    1,265    3,759   10,492  

Dividends paid to shareholders   (15,454)   (12,619)   (46,334)  (34,902)

Cash flows used in financing activities   (18,542)   (12,126)   (45,953)  (25,182)

CASH FLOWS FROM INVESTING ACTIVITIES    

Activity in securities    

 Purchases   -    (76,166)   -   (500,076)

  Proceeds from sales   -    18,555    76,924   173,403  

  Proceeds from maturities   4,139    73,075    23,732   158,637  

Purchases of capital assets   (981)   (1,164)   (3,674)  (2,017)

Capitalized intangible development costs   (6,048)   (8,134)   (18,241)  (20,703)

Cash flows (used in) provided by investing activities   (2,890)   6,166    78,741   (190,756)

Net (decrease) increase in cash and cash equivalents during the period   (303,455)   (476,287)   251,473   (245,071)

Cash and cash equivalents at beginning of the period   915,674    964,388    360,746   733,172  

Cash and Cash Equivalents at End of the Period (note 4(A)) $  612,219  $  488,101  $  612,219  $  488,101  

Supplementary Disclosure of Cash Flow Information     

Dividends received on investments $  2,366  $  2,630  $  7,314  $  7,143  

Interest received   220,343    225,074    660,962    671,323  

Interest paid   106,381    112,159    296,857   312,830  

Income taxes paid   26,883    21,770    102,389   60,499  

The accompanying notes are an integral part of these unaudited interim consolidated financial statements. 
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Notes to the Interim Consolidated Financial Statements  
(unless otherwise stated, all amounts are in Canadian dollars, Unaudited) 
 
1. CORPORATE INFORMATION 

Home Capital Group Inc. (the Company) is a public corporation traded on the Toronto Stock Exchange.  The Company is 
incorporated and domiciled in Canada with its registered and principal business offices located at 145 King Street West, Suite 
2300, Toronto, Ontario.  The Company operates primarily through its federally regulated subsidiary, Home Trust Company 
(Home Trust), which offers residential and non-residential mortgage lending, securitization of insured residential first 
mortgage products, consumer lending and credit card products.  In addition, Home Trust offers deposits via brokers and 
financial planners, and through its direct to consumer deposit brand, Oaken Financial. The Company’s subsidiary, Payment 
Services Interactive Gateway Inc. (PSiGate), provides payment card services.  Licensed to conduct business across Canada, 
Home Trust has branch offices in Ontario, Alberta, British Columbia, Nova Scotia, Quebec and Manitoba.  The Company is the 
ultimate parent of the group. 

These unaudited interim consolidated financial statements for the period ended September 30, 2015 were authorized for 
issuance by the Board of Directors (the Board) of the Company on November 4, 2015.  The Board has the power to amend 
the consolidated financial statements after their issuance only in the case of discovery of an error. 

Subsequent to the end of the third quarter and before the date these financial statements were authorized for issuance, the 
Board declared a quarterly cash dividend of $15.4 million or $0.22 per common share payable on December 1, 2015 to 
shareholders of record at the close of business on November 13, 2015. 

 
2. ACCOUNTING POLICIES USED TO PREPARE THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS 

These unaudited interim consolidated financial statements of the Company have been prepared in accordance with 
International Accounting Standard 34 Interim Financial Reporting (IAS 34) as issued by the International Accounting 
Standards Board (IASB). 

These unaudited interim consolidated financial statements should be read in conjunction with the Company’s audited 
consolidated financial statements as at and for the year ended December 31, 2014 as set out in the 2014 Annual Report, on 
pages 75 through 111.  Those audited consolidated financial statements were prepared in accordance with Canadian 
generally accepted accounting principles (GAAP) for publicly accountable enterprises which are International Financial 
Reporting Standards (IFRS) as issued by the IASB. 

The significant accounting policies used in the preparation of these unaudited interim consolidated financial statements are 
summarized on pages 82 through 88 of the 2014 Annual Report or provided below.   

Comparative Consolidated Financial Statements 

The comparative unaudited interim consolidated financial statements have been reclassified from statements previously 
presented to conform to the presentation of the 2015 unaudited interim consolidated financial statements.   

Use of Judgement and Estimates 

Management has exercised judgement in the process of applying the Company’s accounting policies.  In particular, the 
Company’s management has applied judgement in the application of its accounting policy with respect to derecognition of the 
loans and other assets used in current securitization programs.  Certain securitized loans are recognized only to the extent of 
the Company’s continuing involvement, based on management’s judgement that it cannot be determined whether 
substantially all the risks and rewards of ownership have been transferred while control has been retained as defined by IAS 
39 Financial Instruments: Recognition and Measurement (IAS 39). In other cases, when residual interests in securitized 
transactions are sold, the underlying securitized loans are derecognized based on management’s judgement that 
substantially all the risks and rewards of ownership have been transferred through the two transactions. The remaining loans 
and other assets that have been securitized are not derecognized, based on management’s judgement that the Company has 
not transferred substantially all of the risks and rewards of ownership of the loans and other assets.  

The preparation of these unaudited interim consolidated financial statements in accordance with GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the consolidated balance sheet dates and the reported amounts of revenue and expenses during the 
reporting periods.  Key areas where management has made estimates include allowance for credit losses, fair values and 
impairment of financial instruments, goodwill and intangible assets, income taxes, fair value of stock options and useful lives 
of capital assets and intangible assets. Actual results could differ from those estimates. 
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3. FUTURE CHANGES IN ACCOUNTING POLICIES 

The following accounting pronouncements issued by the IASB were not effective as at September 30, 2015 and therefore 
have not been applied in preparing these unaudited interim consolidated financial statements. 

IFRS 9 Financial Instruments 

The Company will be required to adopt IFRS 9, Financial Instruments (IFRS 9), including classification and measurement, 
impairment and hedge accounting for annual periods beginning on or after January 1, 2018.  Management is currently 
evaluating the potential impact that the adoption of IFRS 9 will have on the Company’s consolidated financial statements. 

IFRS 15 Revenue from Contracts with Customers 

The Company will be required to adopt IFRS 15, Revenue from Contracts with Customers (IFRS 15), which provides a single-
principle based framework that applies to contracts with customers, for annual periods beginning on or after January 1, 
2018.  Management is currently evaluating the potential impact that the adoption of IFRS 15 will have on the Company’s 
consolidated financial statements. 

Amendments to IAS 1 Presentation of Financial Statements 

The Company will be required to adopt amendments to IAS 1, Presentation of Financial Statements, which includes 
amendments to further encourage companies to apply professional judgement in determining what information to disclose in 
their financial statements, for annual periods beginning on or after January 1, 2016.  Management is currently evaluating the 
potential impact that the amendments to IAS 1 will have on the Company’s consolidated financial statements. 

Amendments to IFRS 7 Financial Instruments: Disclosures  

The Company will be required to adopt amendments to IFRS 7, Financial Instruments: Disclosures, requiring increased 
disclosure regarding derecognition of financial assets and continuing involvement accounting, for annual periods beginning on 
or after January 1, 2016.  Management is currently evaluating the potential impact that the adoption of IFRS 7 will have on 
the Company’s consolidated financial statements. 
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4.  CASH RESOURCES AND SECURITIES 

(A) Cash Resources    
     
thousands of Canadian dollars (Unaudited)  September 30  June 30  December 31
   2015  2015  2014
Cash and cash equivalents    
 Deposits with regulated financial institutions $  612,218  $  915,674  $  360,746  
Cash resources unrestricted to Company use $  612,218  $  915,674  $  360,746  
 

The Company has a term credit facility with a Canadian chartered bank in the amount of $50 million, which is available to the 
Company subject to meeting certain financial ratio requirements.   As at  September 30, 2015, all ratio requirements have 
been met and no amounts have been drawn against the borrowing facility.  In addition, the Company has an uncommitted 
credit facility with a Canadian chartered bank in the amount of $20 million, which is undrawn.  

The Company also has a committed and uncommitted insured mortgage purchase facility with a Canadian chartered bank in 
the amount of $300 million and $200 million, respectively at  September 30, 2015 (June 30, 2015 - $300 million and $200 
million, December 31, 2014 - $300 million and $nil).  Both facilities are used by the Company to fund insured mortgage loans 
until such time as they can be securitized. Proceeds from securitized loans are used to pay down the facility. As at  
September 30, 2015, these facilities are undrawn. 

 (B) Available for Sale Securities - Net Unrealized Gains and Losses 
     
thousands of Canadian dollars (Unaudited) September 30 June 30 December 31
  2015  2015  2014
Debt securities $  (953) $  132  $  1,265  
Equity securities   (91,734)   (61,403)   (24,311)
Net unrealized loss $  (92,687) $  (61,271) $  (23,046)
 
Net unrealized gains and losses (excluding impairment losses which are transferred to net income) are included in 
accumulated other comprehensive income and presented in the table above.  These unrealized gains and losses are not 
included in net income.  Please see Note 9 for more information.  

The unrealized gains or losses included above represent the differences between the cost of a security and its current fair 
value. The Company regularly monitors its investments and market conditions for indications of impairment.   

For the three months ended September 30, 2015, the Company recognized $460 thousand with a year-to-date total of $854 
thousand ($nil thousand - Q2 2015; $nil - Q3 2014; $48 thousand - nine months of 2014) of impairment losses on available 
for sale securities.   
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5. LOANS 

 
(A) Loans by Geographic Region and Type (net of individual allowances for credit losses)   
        
thousands of Canadian dollars, except % (Unaudited)     As at September 30, 2015
 British  
 Columbia Alberta Ontario Quebec Other  Total
Securitized single-family residential mortgages $  136,396  $  108,656  $  1,676,375  $  90,839  $  60,867  $  2,073,133  
Securitized multi-unit residential mortgages   103,608    61,846    396,139    71,204    194,656    827,453  
Total securitized mortgages   240,004    170,502    2,072,514    162,043    255,523    2,900,586  
Single-family residential mortgages   694,241    485,077    11,052,127    415,887    254,769    12,902,101  
Residential commercial mortgages1   24,530    24,242    198,956    23,989    24,174    295,891  
Non-residential commercial mortgages   26,060    62,397    1,327,687    12,860    36,194    1,465,198  
Credit card loans   5,280    15,020    316,965    1,532    3,988    342,785  
Other consumer retail loans   754    6,716    259,570    -    703    267,743  
Total non-securitized mortgages and loans2   750,865    593,452    13,155,305    454,268    319,828    15,273,718  
 $  990,869  $  763,954  $  15,227,819  $  616,311  $  575,351  $  18,174,304  
As a % of portfolio  5.4%  4.2%  83.8%  3.4%  3.2%  100.0%
             
thousands of Canadian dollars, except % (Unaudited)     As at June 30, 2015
 British  
 Columbia Alberta Ontario Quebec Other  Total
Securitized single-family residential mortgages $  137,132  $  100,974  $  1,611,556  $  81,688  $  52,810  $  1,984,160  
Securitized multi-unit residential mortgages   100,281    65,380    406,834    69,206    188,440    830,141  
Total securitized mortgages   237,413    166,354    2,018,390    150,894    241,250    2,814,301  
Single-family residential mortgages   686,746    496,279    11,145,303    427,819    240,115    12,996,262  
Residential commercial mortgages1   12,085    18,347    181,241    13,831    24,275    249,779  
Non-residential commercial mortgages   9,567    54,644    1,214,844    11,586    36,298    1,326,939  
Credit card loans   5,401    15,289    316,857    1,516    3,884    342,947  
Other consumer retail loans   809    3,118    226,497    -    519    230,943  
Total non-securitized mortgages and loans2   714,608    587,677    13,084,742    454,752    305,091    15,146,870  
 $  952,021  $  754,031  $  15,103,132  $  605,646  $  546,341  $  17,961,171  
As a % of portfolio  5.3%  4.2%  84.1%  3.4%  3.0%  100.0%

                
thousands of Canadian dollars, except % (Unaudited)     As at December 31, 2014
 British  
 Columbia Alberta Ontario Quebec Other  Total
Securitized single-family residential mortgages $  218,927  $  182,797  $  2,376,966  $  127,999  $  83,430  $  2,990,119  
Securitized multi-unit residential mortgages   133,838    72,615    480,693    79,128    189,261    955,535  
Total securitized mortgages   352,765    255,412    2,857,659    207,127    272,691    3,945,654  
Single-family residential mortgages   661,661    445,390    10,737,812    392,998    212,667    12,450,528  
Residential commercial mortgages1   7,972    36,869    147,697    22,645    28,135    243,318  
Non-residential commercial mortgages   9,956    45,263    1,001,141    10,422    40,096    1,106,878  
Credit card loans   5,829    16,505    302,699    1,477    3,817    330,327  
Other consumer retail loans   826    2,204    182,576    -    505    186,111  
Total non-securitized mortgages and loans2   686,244    546,231    12,371,925    427,542    285,220    14,317,162  
 $  1,039,009  $  801,643  $  15,229,584  $  634,669  $  557,911  $  18,262,816  
As a % of portfolio  5.7%  4.4%  83.4%  3.5%  3.0%  100.0%
1Residential commercial mortgages include non-securitized multi-unit residential mortgages and commercial mortgages secured by residential property types. 
2Loans exclude mortgages held for sale. 
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(B) Past Due Loans that are not Impaired  
 
A loan is recognized as being impaired (non-performing) when the Company is no longer reasonably assured of the timely 
collection of the full amount of principal and interest. As a matter of practice, an uninsured residential or commercial 
mortgage, or retail loan, or Equityline Visa loan (included in credit card loans) is deemed to be impaired at the earlier of the 
date it has been individually provided for or when it has been in arrears for 90 days.  Single-family and multi-unit residential 
mortgages (including securitized mortgages) guaranteed by the Government of Canada are not considered impaired until 
payment is contractually 365 days past due. Cash secured and unsecured credit card balances that have a payment that is 
contractually 120 days in arrears are individually provided for, and those that have a payment that is contractually 180 days 
in arrears are written off.  

 
thousands of Canadian dollars (Unaudited)        As at September 30, 2015
  1 to 30 Days  31 to 60 Days  61 to 90 Days Over 90 Days  Total
Securitized single-family residential mortgages $  7,407  $  750  $  192  $  2,275  1 $  10,624  
Securitized multi-unit residential mortgages   -    -    -    -    -  
Single-family residential mortgages   185,016    39,437    6,870    6,230  1   237,553  
Residential commercial mortgages   1,177    -    -    -    1,177  
Non-residential commercial mortgages   8,617    714    361    -    9,692  
Credit card loans   2,827    1,101    350    34    4,312  
Other consumer retail loans   251    103    74    -    428  
 $  205,295  $  42,105  $  7,847  $  8,539  $  263,786  

              
thousands of Canadian dollars (Unaudited)        As at June 30, 2015
  1 to 30 Days  31 to 60 Days  61 to 90 Days  Over 90 Days  Total
Securitized single-family residential mortgages $  10,796  $  2,601  $  257  $  256  1 $  13,910  
Securitized multi-unit residential mortgages   -    -    -    -    -  
Single-family residential mortgages   220,660    47,548    4,508    5,723  1   278,439  
Residential commercial mortgages   -    -    -    -    -  
Non-residential commercial mortgages   5,193    1,745    -    -    6,938  
Credit card loans   2,755    895    982    29    4,661  
Other consumer retail loans   25    77    9    -    111  

 $  239,429  $  52,866  $  5,756  $  6,008  $  304,059  

      

thousands of Canadian dollars (Unaudited)        As at December 31, 2014
  1 to 30 Days  31 to 60 Days  61 to 90 Days  Over 90 Days  Total
Securitized single-family residential mortgages $  19,082  $  1,645  $  375  $  2,087  1 $  23,189  
Securitized multi-unit residential mortgages   -    -    -    -    -  
Single-family residential mortgages   220,062    44,959    3,842    9,222  1   278,085  
Residential commercial mortgages   910    -    -    -    910  
Non-residential commercial mortgages   9,040    3,304    -    -    12,344  
Credit card loans   3,487    1,067    502    24    5,080  
Other consumer retail loans   119    41    46    -    206  
 $  252,700  $  51,016  $  4,765  $  11,333  $  319,814  
1Insured residential mortgages are considered impaired when they are 365 days past due. 
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(C) Impaired Loans and Individual Allowances for Credit Losses  
 
Residential mortgages guaranteed by the Government of Canada are not considered impaired until payment is contractually 
365 days past due. As securitized residential mortgages are all insured, credit losses are generally not anticipated.  

 
thousands of Canadian dollars (Unaudited)      As at September 30, 2015
 Single-Family Residential Non-Residential Other    

 Residential Commercial Commercial Credit Card Consumer    

  Mortgages  Mortgages  Mortgages Loans Retail Loans   Total

Gross amount of impaired loans $  50,873  $  -  $  4,594  $  1,450  $  155  $  57,072  
Individual allowances on principal   (1,952)   -    (405)   (68)   (155)   (2,580)

Net amount of impaired loans $  48,921  $  -  $  4,189  $  1,382  $  -  $  54,492  

                          
thousands of Canadian dollars (Unaudited)      As at June 30, 2015

 Single-Family Residential Non-Residential Other    

 Residential Commercial Commercial Credit Card Consumer    

  Mortgages  Mortgages  Mortgages Loans Retail Loans   Total

Gross amount of impaired loans $  54,597  $  -  $  4,297  $  1,989  $  142  $  61,025  
Individual allowances on principal   (1,463)   -    (480)   (68)   (142)   (2,153)

Net amount of impaired loans $  53,134  $  -  $  3,817  $  1,921  $  -  $  58,872  

                          
thousands of Canadian dollars (Unaudited)      As at December 31, 2014

 Single-Family Residential Non-Residential Other    

 Residential Commercial Commercial Credit Card Consumer    

  Mortgages  Mortgages  Mortgages Loans Retail Loans Total

Gross amount of impaired loans $  52,551  $  54  $  2,516  $  1,938  $  160  $  57,219  
Individual allowances on principal   (1,808)   -    (55)   (80)   (160)   (2,103)

Net amount of impaired loans $  50,743  $  54  $  2,461  $  1,858  $  -  $  55,116  

 
(D) Collateral 

The fair value of collateral held against mortgages is based on appraisals at the time a loan is originated. Appraisals are only 
updated should circumstances warrant. At September 30, 2015, the total appraised value of the collateral held for mortgages 
past due that are not impaired, as determined when the mortgages were originated, was $408.6 million ($461.0 million - 
June 30, 2015; $490.1 million – December 31, 2014).  For impaired mortgages, the total appraised value of collateral at 
September 30, 2015 was $77.9 million ($82.0 million - June 30, 2015; $81.2 million – December 31, 2014). 
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(E) Allowance for Credit Losses     
         
thousands of Canadian dollars (Unaudited)    For the three months ended September 30, 2015
  Single-Family Residential Non-Residential Other   
  Residential Commercial Commercial Credit Card Consumer   

   Mortgages  Mortgages  Mortgages Loans Retail Loans Total
Individual allowances       
Allowance on loan principal       

Balance at the beginning of the period $  1,463  $  -  $  480  $  68  $  142  $  2,153  
Provision for credit losses   1,617    -    228    163    42    2,050  
Write-offs   (1,417)   -    (309)   (166)   (78)   (1,970)
Recoveries   289    -    6    3    49    347  
    1,952    -    405    68    155    2,580  
Allowance on accrued interest receivable       
Balance at the beginning of the period   780    -    150    -    2    932  
Provision for credit losses   188    -    9    -    2    199  
    968    -    159    -    4    1,131  
Total individual allowance   2,920    -    564    68    159    3,711  
Collective allowance       
Balance at the beginning of the period   21,632    327    9,500    3,541    300    35,300  
Provision for credit losses   600    -    -    -    -    600  
    22,232    327    9,500    3,541    300    35,900  
Total allowance $  25,152  $  327  $  10,064  $  3,609  $  459  $  39,611  
Total provision $  2,405  $  -  $  237  $  163  $  44  $  2,849  

                         
thousands of Canadian dollars (Unaudited)   For the three months ended June 30, 2015
  Single-Family Residential Non-Residential Other   
  Residential Commercial Commercial Credit Card Consumer   

   Mortgages  Mortgages  Mortgages Loans Retail Loans Total
Individual allowances       

Allowance on loan principal       

Balance at the beginning of the period $  1,400  $  -  $  200  $  22  $  170  $  1,792  
Provision for credit losses   945    (4)   276    198    22    1,437  
Write-offs   (1,253)   (1)   (1)   (164)   (119)   (1,538)
Recoveries   371    5    5    12    69    462  
    1,463    -    480    68    142    2,153  
Allowance on accrued interest receivable       

Balance at the beginning of the period   594    -    105    -    4    703  
Provision for credit losses   186    -    45    -    (2)   229  
    780    -    150    -    2    932  
Total individual allowance   2,243    -    630    68    144    3,085  
Collective allowance       

Balance at the beginning of the period   21,232    327    9,300    3,541    300    34,700  
Provision for credit losses   400    -    200    -    -    600  
    21,632    327    9,500    3,541    300    35,300  
Total allowance $  23,875  $  327  $  10,130  $  3,609  $  444  $  38,385  
Total provision $  1,531  $  (4) $  521  $  198  $  20  $  2,266  
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(E) Allowance for Credit Losses (Continued)    
         
thousands of Canadian dollars (Unaudited)   For the three months ended September 30, 2014
  Single-Family Residential Non-Residential Other   
  Residential Commercial Commercial Credit Card Consumer   

   Mortgages  Mortgages  Mortgages Loans Retail Loans Total
Individual allowances       

Allowance on loan principal       

Balance at the beginning of the period $  1,418  $  -  $  68  $  81  $  177  $  1,744  
Provision for credit losses   2,619    -    94    164    12    2,889  
Write-offs   (1,843)   -    (108)   (185)   (118)   (2,254)
Recoveries   205    -    1    6    47    259  
    2,399    -    55    66    118    2,638  
Allowance on accrued interest receivable       

Balance at the beginning of the period   733    -    34    -    6    773  
Provision for credit losses   27    -    (2)   -    (3)   22  
    760    -    32    -    3    795  
Total individual allowance   3,159    -    87    66    121    3,433  
Collective allowance       

Balance at the beginning of the period   19,432    327    9,300    3,541    300    32,900  
Provision for credit losses   600    -    -    -    -    600  
    20,032    327    9,300    3,541    300    33,500  
Total allowance $  23,191  $  327  $  9,387  $  3,607  $  421  $  36,933  
Total provision $  3,246  $  -  $  92  $  164  $  9  $  3,511  
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(E) Allowance for Credit Losses (Continued)    
         
thousands of Canadian dollars (Unaudited)   For the nine months ended September 30, 2015
  Single-Family Residential Non-Residential   Other   
  Residential Commercial Commercial Credit Card Consumer   

   Mortgages  Mortgages  Mortgages Loans Retail Loans Total
Individual allowances       
Allowance on loan principal       

Balance at the beginning of the period $  1,808  $  -  $  55  $  80  $  160  $  2,103  
Provision for credit losses   4,021    4    658    455    69    5,207  
Write-offs   (4,826)   (9)   (319)   (486)   (319)   (5,959)
Recoveries   949    5    11    19    245    1,229  
    1,952    -    405    68    155    2,580  
Allowance on accrued interest receivable       
Balance at the beginning of the period   560    -    57    -    3    620  
Provision for credit losses   408    -    102    -    1    511  
    968    -    159    -    4    1,131  
Total individual allowance   2,920    -    564    68    159    3,711  
Collective allowance       
Balance at the beginning of the period   20,632    327    9,300    3,541    300    34,100  
Provision for credit losses   1,600    -    200    -    -    1,800  
    22,232    327    9,500    3,541    300    35,900  
Total allowance $  25,152  $  327  $  10,064  $  3,609  $  459  $  39,611  
Total provision $  6,029  $  4  $  960  $  455  $  70  $  7,518  
             
thousands of Canadian dollars (Unaudited)    For the nine months ended September 30, 2014
  Single-Family Residential Non-Residential Other   
  Residential Commercial Commercial Credit Card Consumer   

   Mortgages  Mortgages  Mortgages Loans Retail Loans Total
Individual allowances       

Allowance on loan principal       

Balance at the beginning of the period $  1,201  $  -  $  -  $  201  $  236  $  1,638  
Provision for credit losses   7,243    -    201    443    106    7,993  
Write-offs   (6,520)   -    (238)   (618)   (365)   (7,741)
Recoveries   475    -    92    40    141    748  
    2,399    -    55    66    118    2,638  
Allowance on accrued interest receivable       

Balance at the beginning of the period   759    25    44    -    12    840  
Provision for credit losses   1    (25)   (12)   -    (9)   (45)
    760    -    32    -    3    795  
Total individual allowance   3,159    -    87    66    121    3,433  
Collective allowance       

Balance at the beginning of the period   18,032    327    9,300    3,541    300    31,500  
Provision for credit losses   2,000    -    -    -    -    2,000  
    20,032    327    9,300    3,541    300    33,500  
Total allowance $  23,191  $  327  $  9,387  $  3,607  $  421  $  36,933  
Total provision $  9,244  $  (25) $  189  $  443  $  97  $  9,948  
 
There were no specific provisions, allowances or net write-offs on securitized residential mortgages. 
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(F) Interest Income by Product     
  For the three months ended For the nine months ended
thousands of Canadian dollars (Unaudited)  September 30  June 30  September 30  September 30  September 30
 2015 2015 2014 2015 2014
Traditional single-family residential mortgages $  148,945  $  147,805  $  140,670  $  442,987  $  407,616  
Accelerator single-family residential mortgages  6,879   7,280   7,107   20,126   19,228  
Residential commercial mortgages  4,121   3,972   3,287   12,017   10,396  
Non-residential commercial mortgages  21,067   18,507   16,280   57,827   48,286  
Credit card loans  7,823   7,692   7,273   23,039   20,977  
Other consumer retail loans  6,216   5,303   8,484   16,514   24,023  
Total interest income on non-securitized loans  195,051   190,559   183,101   572,510   530,526  
Securitized single-family residential mortgages  14,524   15,610   25,650   49,342   82,518  
Securitized multi-unit residential mortgages  8,879   9,333   13,054   28,045   43,665  
Assets pledged as collateral for securitization  912   1,336   1,459   3,601   4,749  
Total interest income on securitized loans  24,315   26,279   40,163   80,988   130,932  
 $  219,366  $  216,838  $  223,264  $  653,498  $  661,458  
  
 6. SECURITIZATION ACTIVITY  

(A) Assets Pledged as Collateral 
As a requirement of the National Housing Authority Mortgage-Backed Security (NHA MBS) and Canada Mortgage Bond (CMB) 
programs, the Company assigns to Canada Mortgage Housing Corporation (CMHC) all of its interest in securitized mortgage 
pools. If the Company fails to make timely payment under an NHA MBS or CMB security, CMHC may enforce the assignment 
of the mortgages included in all the mortgage pools as well as other assets backing the MBS issued.  
The following table presents the activity associated with the principal value of the Company’s on-balance sheet mortgage 
loans and other assets assigned as collateral. The mortgages are recorded as securitized single-family or multi-unit 
residential mortgages and assets assigned as CMB replacement assets are recorded as restricted assets. 
   For the three months ended For the nine months ended

thousands of Canadian dollars (Unaudited) September 30 June 30 September 30 September 30 September 30

   2015  2015  2014  2015  2014

Beginning balance on-balance sheet assets assigned as collateral for securitization 1  $  3,416,511  $  3,734,590  $  4,896,379  $  4,247,644  $  5,740,171  

 Mortgages assigned in new securitizations   556,659    570,380    546,748    1,559,915    1,939,943  

 Change in assets assigned as replacements of repaid amounts to Canada Housing Trust   284,357    55,062    223,604    508,023    411,082  

Net (reduction) addition of non-Home Trust MBS and treasury bills   (229,002)   181,187    80,655    71,218    27,284  

Less: Mortgages derecognized 2    (365,867)   (569,071)   (531,886)   (1,364,658)   (1,916,621)

Maturity and amortization of securitization assets   (388,864)   (555,637)   (564,514)   (1,748,348)   (1,550,873)

Ending balance on-balance sheet assets assigned as collateral for securitization 1  $  3,273,794  $  3,416,511  $  4,650,986  $  3,273,794  $  4,650,986  
1Included in the on-balance sheet assets assigned as collateral at  September 30, 2015 is $373.2 million ($602.2 million – June 30, 2015, $302.0 million – December 31, 2014) 
in non-Home Trust MBS and treasury bills and $2.90 billion ($2.81 billion – June 30, 2015, $3.95 billion – December 31, 2014) of securitized mortgages.  
2Mortgages are derecognized upon the sale of residual interest in insured single-family residential mortgages and the securitization and sale of multi-unit residential mortgages. 

Non-Home Trust MBS and treasury bills assigned as collateral are accounted for as available for sale assets and included in 
restricted assets on the consolidated balance sheets.  Additionally, all off-balance sheet mortgage loans ($5.09 billion -  
September 30, 2015, $4.94 billion –  June 30, 2015 and $4.20 billion - December 31, 2014) are assigned as collateral related 
to CMHC for sponsored securitization programs.  Please see Note 7 for more information. 
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(B) Securitization Liabilities 
The following table presents the securitization liabilities, including liabilities added during the period, which are secured by 
insured mortgages and other restricted assets.  This table includes only on-balance sheet originations and discharges.   

 For the three months ended
thousands of Canadian dollars (Unaudited) September 30 June 30 September 30

   2015  2015  2014

Balance at the beginning of the period $  3,510,844  $  3,824,190  $  4,990,604  

Addition to securitization liabilities as a result of on-balance sheet activity   163,514    -    16,846  

Net reduction in securitization liabilities due to maturities, amortization and sales   (350,140)   (313,264)   (280,671)

Other1   (6,100)   (82)   (618)

Securitization liability $  3,318,118  $  3,510,844  $  4,726,161  

Proceeds received for mortgages assigned in new securitizations $  411,214  $  562,398  $  544,460  

     
For the nine months ended

thousands of Canadian dollars (Unaudited)    September 30  September 30

     2015  2014

Balance at the beginning of the period   $  4,303,463  $  5,773,064  

Addition to securitization liabilities as a result of on-balance sheet activity     165,835    144,353  

Net reduction in securitization liabilities due to maturities, amortization and sales     (1,152,653)   (1,193,886)

Other1     1,473    2,630  

Securitization liability $  3,318,118  $  4,726,161  

Proceeds received for mortgages assigned in new securitizations $  1,408,432  $  1,940,037  
1Other includes premiums, discounts, transaction costs and changes in the mark to market of hedged items. 
 
(C) Securitization Income 
The following table presents the total securitization income for the period.  

  For the three months ended  For the nine months ended

thousands of Canadian dollars (Unaudited) September 30  June 30 September 30 September 30 September 30
  2015  2015  2014  2015  2014

Net gain on sale of mortgages and residual interest $  4,453  $  7,804  $  4,448  $  16,684  $  19,349  
Net change in unrealized gain or loss on hedging activities   (39)   200    311    (81)   415  

Servicing income   1,374    1,247    906    3,845    2,125  

Total securitization income $  5,788  $  9,251  $  5,665  $  20,448  $  21,889  
1Gain on sale mortgages and residual interest are net of hedging impact. 

The hedging activities included in the previous table hedge interest rate risk on loans held for sale.  The derivatives, which 
are typically bond forwards, are not designated in hedge accounting relationships.  The gains or losses on these derivatives 
are mostly offset by the fair value changes related to the loans held for sale, which are classified as held for trading for 
accounting purposes.  

During the quarter, the Company securitized and sold through the NHA MBS program certain insured multi-unit residential 
mortgages with no prepayment privileges.  These mortgages are recognized on the Company’s consolidated balance sheets 
only to the extent of the Company’s continuing involvement in the mortgages (continuing involvement accounting).  The 
Company’s continuing involvement is limited to its retained interest and its obligations for mortgage servicing.  There is no 
prepayment or credit risk associated with the retained interest or the cost of servicing.  The mortgages are effectively 
derecognized as a result of this transaction.  The retained interest and servicing liability are recorded on the consolidated 
balance sheets in other assets and other liabilities, respectively.   
The Company also sold residual interests in certain pools of insured single-family mortgages securitized through the NHA 
MBS program.  The sales resulted in the Company transferring substantially all of the risks and rewards of ownership 
associated with the underlying mortgages and the mortgages are derecognized.  As a result, the mortgages are derecognized 
and a gain on sale is recognized.  
The gains on both of the above transaction types are included in non-interest income under securitization income in the 
consolidated statements of income.  
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The following table provides additional quantitative information about these securitization and sales activities during the 
quarter. 
 

 thousands of Canadian dollars (Unaudited)     For the three months ended
  September 30    June 30
   2015    2015

Single-Family Multi-Unit  Single-Family Multi-Unit  

Residential MBS Residential MBS Total MBS Residential MBS Residential MBS Total MBS
Carrying value of underlying mortgages derecognized $  210,881  $  154,986  $  365,867  $  306,500  $  262,571  $  569,071  
Gains on sale of mortgages or residual interest1   3,183    1,270    4,453    5,239    2,565    7,804  
Retained interest recorded   -    16,398    16,398    -    10,005    10,005  
Servicing liability recorded   -    2,427    2,427    -    2,091    2,091  

      

thousands of Canadian dollars (Unaudited)     For the three months ended
     September 30
      2014
   Single-Family Multi-Unit  

   Residential MBS Residential MBS Total MBS
Carrying value of underlying mortgages derecognized    $  419,679  $  112,207  $  531,886  
Gains on sale of mortgages or residual interest1      3,799    649    4,448  
Retained interest recorded      -    5,043    5,043  
Servicing liability recorded      -    1,034    1,034  
             

thousands of Canadian dollars (Unaudited)         For the nine months ended
   September 30     September 30

    2015      2014
 Single-Family Multi-Unit  Single-Family Multi-Unit   

 Residential MBS Residential MBS Total MBS Residential MBS Residential MBS Total MBS
Carrying value of underlying mortgages derecognized $  812,780  $  551,878  $  1,364,658  $  1,373,672  $  542,949  $  1,916,621  
Gains on sale of mortgages or residual interest1   12,137    4,547    16,684    16,136    3,213    19,349  
Retained interest recorded   -    34,783    34,783    -    22,801    22,801  
Servicing liability recorded   -    5,692    5,692    -    4,524    4,524  
1Gains on sale of mortgages are net of hedging impact. 
 
(D) Purchased Residual Interests 
In 2014 the Company purchased, from certain counterparties, residual interests of underlying insured fixed-rate residential 
mortgages that have been securitized.  The purchase results in the Company acquiring only the residual interests without 
acquiring either underlying mortgages or the corresponding liabilities.  At September 30, 2015, the notional amount of these 
instruments was $542.2 million, with $10.3 million recorded in available for sale securities.  No residual interests were 
purchased prior or subsequent to 2014.  Interest earned on these investments is recorded in other interest income on the 
consolidated statements of income. 

 7. RESTRICTED ASSETS 

 thousands of Canadian dollars (Unaudited)  September 30  June 30  December 31

    2015  2015  2014
Restricted cash   

  Restricted cash – Canada Mortgage Bond program $  98,978  $  112,750  $  106,624  

  Restricted cash – interest rate swaps   13,932    12,489    12,265  

  Restricted cash – other programs   8,015    5,736    204  
Total restricted cash   120,925    130,975    119,093  
Non-Home Trust MBS and treasury bills assigned as replacement assets   373,208    602,210    301,990  
Total restricted assets $  494,133  $  733,185  $  421,083  
Restricted cash – Canada Mortgage Bond program represents deposits held as collateral by CMHC in connection with the 
Company’s securitization activities.  

Restricted cash – interest rate swaps are deposits held by swap counterparties as collateral for the Company’s interest rate 
swap transactions.  The terms and conditions for the collateral are governed by International Swaps and Derivatives 
Association (ISDA) agreements. 

Restricted cash – other programs are reserve accounts held in trust for the water heater financing program.  These amounts 
are held as cash collateral against potential credit losses. 
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8. CAPITAL 
(A) Common Shares Issued and Outstanding 
 
The following table summarizes the shares issued and outstanding held at September 30, 2015, June 30, 2015 and 
September 30, 2014.   

 
thousands (Unaudited) For the three months ended
 September 30, 2015 June 30, 2015 September 30, 2014
 Number of  Number of  Number of  
 Shares Amount Shares Amount Shares Amount
Outstanding at beginning of period  70,247  $  89,603   70,226  $  88,862   70,059  $  82,848  
Options exercised  20    216   22    743   61    1,735  
Repurchase of shares  (107)   (136)  (1)   (2)  (15)   (18)
Outstanding at end of period  70,160  $  89,683   70,247  $  89,603   70,105  $  84,565  
          

thousands (Unaudited)    For the nine months ended
  September 30, 2015 September 30, 2014
  Number of  Number of  
  Shares Amount Shares Amount
Outstanding at beginning of period   70,096  $  84,687   69,488  $  70,233  
Options exercised   174    5,136   632    14,350  
Repurchase of shares   (110)   (140)  (15)   (18)
Outstanding at end of period   70,160  $  89,683   70,105  $  84,565  
 
The purchase cost of shares acquired through the repurchase of shares is allocated between capital stock and retained 
earnings.  The Company has no preferred shares outstanding. 
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(B) Share Purchase Options         
    
thousands, except per share amounts (Unaudited) For the three months ended
 September 30, 2015 June 30, 2015 September 30, 2014
 Weighted- Weighted- Weighted-
 Average Average Average
 Number of Exercise Number of Exercise Number of Exercise
 Shares Price Shares Price Shares Price
Outstanding at beginning of period  1,101  $  32.28   1,133  $  32.21   1,088  $  26.98  
Granted  48    29.41   -    -   -    -  
Exercised  (20)   8.14   (22)   24.69   (61)   20.91  
Forfeited  (44)   45.76   (10)   41.49   (4)   42.05  
Outstanding at end of period  1,085  $  32.06   1,101  $  32.28   1,023  $  27.28  
Exercisable at end of period  519  $  24.75   531  $  24.02   429  $  21.51  
    
thousands, except per share amounts (Unaudited) For the nine months ended
    September 30, 2015 September 30, 2014
    Weighted- Weighted-
    Average Average
    Number of Exercise Number of Exercise
    Shares Price Shares Price
Outstanding at beginning of period     1,235  $  31.00   1,649  $  23.02  
Granted     78    34.67   20    45.35  
Exercised     (174)   21.69   (632)   16.60  
Forfeited     (54)   44.95   (14)   32.44  
Outstanding at end of period     1,085  $  32.06   1,023  $  27.28  
Exercisable at end of period     519  $  24.75   429  $  21.51  
 
During the third quarter of 2015, $355 thousand was recorded as an expense for a year-to-date total of $1,163 thousand 
($389 thousand – Q2 2015; $436 thousand – Q3 2014; $1,524 thousand – nine months of 2014) for stock option awards in 
the consolidated statements of income, with an offsetting credit to contributed surplus.  
 

(C) Capital Management   

The Company has a Capital Management Policy that governs the quantity and quality of capital held. The objectives of the 
policy are to ensure that capital levels are adequate and that Home Trust meets all regulatory capital requirements, while 
also providing a sufficient return to investors. The Risk and Capital Committee and the Board review the policy annually and 
monitor compliance with the policy on a quarterly basis. 

The Company’s subsidiary, Home Trust, is subject to the regulatory capital requirements stipulated by the Office of the 
Superintendent of Financial Institutions Canada (OSFI).  These requirements are consistent with international standards 
(Basel II and Basel III) set by the Bank for International Settlements.  Home Trust follows the Basel II Standardized 
Approach for calculating credit risk and Basic Indicator Approach for operational risk.  In addition, dividends paid by Home 
Trust to Home Capital may be subject to restrictions by OSFI.  

The regulatory capital position of Home Trust was as follows: 

 
(Unaudited)  September 30   June 30 December 31 National Regulatory

  2015  2015  2014 Minimum

  All-In Basis All-In Basis All-In Basis All-In Basis

Regulated capital to risk-weighted assets 

 Common equity tier 1 ratio 18.06% 18.03% 18.30% 7.00%

 Tier 1 capital ratio 18.06% 18.03% 18.30% 8.50%

 Total regulatory capital ratio 20.51% 20.53% 20.94% 10.50%
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Home Trust adopted certain Basel III capital requirements, as required by OSFI, beginning January 1, 2013. A transitional 
basis allows for the transition of certain capital deductions over a period ending January 1, 2018, whereas the all-in basis 
includes all applicable deductions immediately.  For purposes of meeting minimum regulatory capital ratios prescribed by 
OSFI, the all-in basis is required. Commencing in 2015, Home Trust is required to meet a minimum Leverage Ratio 
determined by OSFI which has replaced the Assets to Regulatory Capital Ratio required in previous years. As at September 
30, 2015 the Leverage Ratio was 7.17 (June 30, 2015 - 6.94), which exceeds OSFI’s minimum requirements.    

Subordinated debt advanced by Home Capital to Home Trust is included in Total Capital, as Tier 2 Capital.  Under Basel III 
this subordinated debt will be subject to straight-line amortization out of capital in the final five years prior to maturity.  The 
principal amounts of the subordinated debt currently mature in 2021 and 2022 in the amounts of $100 million and $56 
million, respectively. 

Currently, Home Trust’s Common Equity Tier 1, Total Tier 1 and Total capital ratios significantly exceed OSFI’s regulatory 
targets, as well as Home Trust’s internal capital targets. No new capital was raised in Q3 2015. 

9. ACCUMULATED OTHER COMPREHENSIVE INCOME 

 
thousands of Canadian dollars (Unaudited)  September 30  June 30  December 31
   2015  2015  2014
Unrealized losses on       

  Available for sale securities and retained interest $  (91,246) $  (61,976) $  (22,101)

  Income tax recovery   (24,197)   (16,437)   (5,859)
    (67,049)   (45,539)   (16,242)
     

Unrealized losses on    

  Cash flow hedges   (2,446)   (2,945)   (3,212)

  Income tax recovery   (647)   (780)   (849)
    (1,799)   (2,165)   (2,363)
Accumulated other comprehensive loss $  (68,848) $  (47,704) $  (18,605)
 

10. INCOME TAXES 

The table below indicates the difference in the effective rate of income tax in the unaudited interim consolidated statements 
of income from the combined statutory federal and provincial income tax rate of 26.51% (Q2 2015 – 26.54%; Q3 2014 – 
26.49%). 
 
(Unaudited) For the three months ended For the nine months ended

  September 30 June 30 September 30September 30 September 30
  2015 2015 2014 2015 2014

Statutory income tax rate 26.51% 26.54% 26.49% 26.51% 26.49%
Increase (reduction) in income tax rate resulting from 
  Tax-exempt income (0.71)% (0.74)% (0.81)% (0.73)% (0.79)%
  Non-deductible expenses 0.10% 0.12% 0.14% 0.12% 0.15%
  Other 0.00% 0.00% - 0.01% -
  Scientific research and experimental development investment tax credits (0.37)% (0.76)% (2.53)% (0.63)% (1.35)%

Effective income tax rate 25.53% 25.16% 23.29% 25.28% 24.50%

 
The net deferred tax liability of $37.0 million (June 30, 2015 - $35.4 million, December 31, 2014 – $36.6 million) includes 
deferred tax liabilities of $47.1 million (June 30, 2015 - $45.5 million, December 31, 2014 - $46.0 million) and deferred tax 
assets of $10.1 million (June 30, 2015 - $10.1 million, December 31, 2014 - $9.5 million). The deferred tax liability 
comprises deferred tax on commissions, finders’ fees, transaction costs, and development costs and tax credits.  The 
deferred tax asset balance is primarily attributed to allowances for credit losses. 
 
 
11.  SENIOR DEBT  

The Company issued $150.0 million principal amount of 5.20% debentures on May 4, 2011.  The debentures pay interest 
semi-annually on May 4 and November 4 of each year.  The debentures mature on May 4, 2016 and are redeemable at the 
option of the Company upon 30 days written notice to the registered holder at a redemption price, equal to the greater of par 
and the price that would provide a yield to maturity equal to the Government of Canada bond rate plus 0.66%, plus accrued 
and unpaid interest to the date of redemption.  The carrying amount includes unamortized issue costs and fair value 
adjustments related to interest rate hedging. 
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12. DERIVATIVE FINANCIAL INSTRUMENTS 

The Company utilizes interest rate swaps and bond forwards contracts to hedge exposures to interest rate risk. The Company 
generally uses its derivative instruments in hedge accounting relationships to minimize volatility in earnings caused by 
changes in interest rates. When a hedging derivative functions effectively, gains, losses, revenues or expenses of the 
hedging derivative will offset the gains, losses, revenues or expenses of the hedged item.  

Cash Flow Hedging Relationships 

The Company uses bond forward contracts to hedge the economic value exposure to movements in interest rates between 
the time that the Company determines that it will likely incur liabilities pursuant to asset securitization, and the time the 
securitization transaction is complete and the liabilities are incurred.  

The following table presents gains or losses related to cash flow hedges included in the Company’s financial results: 

 
thousands of Canadian dollars (Unaudited) For the three months ended
 September 30 June 30 September 30
  2015  2015  2014
Fair value gains recorded in OCI $  130  $  345  $  217  
Reclassification from OCI to net interest income and securitization gains   (369)   (370)   (370)

     
thousands of Canadian dollars (Unaudited) For the nine months ended
 September 30 September 30
  2015  2014
Fair value losses recorded in OCI $  (339) $  (453)
Reclassification from OCI to net interest income and securitization gains   (1,105)   (1,096)
 

Fair Value Hedging Relationships 

The Company uses interest rate swaps to hedge changes in the fair value of fixed-rate assets and liabilities, which are 
associated with changes in market interest rates.  Fair value hedges include hedges of fixed-rate mortgages and fixed-rate 
liabilities, which include deposits, deposit notes, senior debt and securitization liabilities.  

The following table presents gains or losses related to fair value hedges included in the Company’s financial results: 

 
thousands of Canadian dollars (Unaudited) For the three months ended
 September 30 June 30 September 30
  2015  2015  2014
Fair value changes recorded on interest rate swaps1 $  9,887  $  (16,513) $  (2,061)
Fair value changes of hedged fixed-rate liabilities for interest rate risk2   (11,943)   14,795    3,424  
Hedge ineffectiveness (loss) gain recognized in non-interest income $  (2,056) $  (1,718) $  1,363  
       

thousands of Canadian dollars (Unaudited) For the nine months ended
   September 30 September 30
    2015  2014
Fair value changes recorded on interest rate swaps1   $  33,359  $  2,407  
Fair value changes of hedged fixed-rate liabilities for interest rate risk2     (37,806)   (826)
Hedge ineffectiveness (loss) gain recognized in non-interest income   $  (4,447) $  1,581  
1 Unrealized gains and losses on hedging instruments (interest rate swaps) are recorded as derivative assets or liabilities, as appropriate, on the consolidated balance sheets. 
2 Unrealized gains and losses on fixed-rate hedged items for the risk being hedged are recorded as part of the associated fixed-rate asset or liability on the consolidated balance 
sheets. 
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Other Derivative Gains and Losses 

From time to time, the Company enters into derivative positions to hedge interest rate risk, and such derivatives are not 
designated as hedges for accounting purposes.  The changes in fair value of such derivatives flow directly to the consolidated 
statements of income.  Net realized and unrealized gains of $0.1 million for Q3 2015 and net realized and unrealized losses 
of $0.1 million YTD 2015 ($0.1 million net realized and unrealized gains - Q2 2015, $0.3 million net realized and unrealized 
losses – Q3 2014; $2.0 million net realized and unrealized losses – YTD 2014) were recorded in income through net realized 
and unrealized gain or losses on derivatives. 

The Company may also enter into bond forwards or interest rate swaps to hedge interest rate risk on loans held for 
securitization.  Realized and unrealized gains or losses on these derivatives are included in securitization income on the 
consolidated statements of income.  Please see Note 6 for more information.  

As at September 30, 2015, June 30, 2015 and December 31, 2014, the outstanding interest rate swap and bond forward 
contracts positions were as follows: 

 
thousands of Canadian dollars (Unaudited) As at September 30, 2015
Term (years) Notional Amount Derivative Asset Derivative Liability Net Fair Value
     
Swaps designated as accounting hedges     
< 1 year $  1,040,164  $  9,566  $  (85) $  9,481  
1 to 5 years   1,907,000    66,025    -    66,025  
> 5 years   12,600    1,242    -    1,242  
   2,959,764    76,833    (85)   76,748  
     
Swaps not designated as accounting hedges     
< 1 year   50,000    -    (612)   (612)
   50,000    -    (612)   (612)
     
Bond forwards designated as accounting hedges 1      
1 to 5 years   350,000    734    (1,828)   (1,094)
> 5 years   25,000    41    -    41  
   375,000    775    (1,828)   (1,053)
     
Bond forwards not designated as accounting hedges 1      
1 to 5 years   41,550    32    (47)   (15)
> 5 years   150,750    235    (350)   (115)
   192,300    267    (397)   (130)
     
Total $  3,577,064  $  77,875  $  (2,922) $  74,953  
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thousands of Canadian dollars (Unaudited) As at June 30, 2015
Term (years) Notional Amount Derivative Asset Derivative Liability Net Fair Value
   
Swaps designated as accounting hedges     
< 1 year $  1,425,664  $  7,386  $  (860) $  6,526  
1 to 5 years   2,032,000   54,660    (274)  54,386  
> 5 years  12,600    1,065   -    1,065  
   3,470,264    63,111    (1,134)   61,977  
     
Swaps not designated as accounting hedges     
< 1 year   25,000    -    (368)   (368)
1 to 5 years   25,000    -    (290)   (290)
   50,000    -    (658)   (658)
     
Bond forwards designated as accounting hedges 1      
1 to 5 years   75,000    -    (593)   (593)
> 5 years    100,000     -     (563)    (563)
   175,000    -    (1,156)   (1,156)
     
Bond forwards not designated as accounting hedges 1      
1 to 5 years   4,500    -    (31)   (31)
> 5 years  17,650   12   (80)  (68)
   22,150    12    (111)  (99)
     
Total $  3,717,414  $  63,123  $  (3,059) $  60,064  

 
thousands of Canadian dollars (Unaudited) As at December 31, 2014
Term (years) Notional Amount Derivative Asset Derivative Liability Net Fair Value
     
Swaps designated as accounting hedges     
< 1 year $  1,457,414  $  7,623  $  (34) $  7,589  
1 to 5 years   1,945,800    25,754    (36)   25,718  
> 5 years   59,000    5,151    -    5,151  
   3,462,214    38,528    (70)   38,458  
     
Swaps not designated as accounting hedges     
1 to 5 years   50,000    -    (509)   (509)
  50,000   -   (509)  (509)

     

Bond forwards designated as accounting hedges 1  
1 to 5 years   100,000    6    (391)   (385)

> 5 years  75,000   -   (301)  (301)

  175,000   6   (692)  (686)

 

Bond forwards not designated as accounting hedges 1  
1 to 5 years  6,600   -   (20)  (20)

> 5 years  83,500   -   (975)  (975)

  90,100   -   (995)  (995)

 
Total $  3,777,314  $  38,534  $  (2,266) $  36,268  
1The term of the bond forward contracts is based on the term of the underlying bonds. 
 

The notional amount is not recorded as an asset or liability as it represents the face amount of the contract to which the rate 
or price is applied in order to calculate the amount of cash exchanged. Notional amounts do not represent the potential gain 
or loss associated with market risk and is not indicative of the credit risk associated with the derivatives.  
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13. FAIR VALUE OF FINANCIAL INSTRUMENTS  

The amounts set out in the following table represent the fair values of the Company's financial instruments.  The valuation 
methods and assumptions are described below. 

The estimated fair value amounts approximate the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants that are under no compulsion to act at the balance sheet date in the 
principal or most advantageous market which is accessible to the Company.  For financial instruments carried at fair value 
that lack an active market, the Company applies present value and valuation techniques that use, to the greatest extent 
possible, observable market inputs.  Because of the estimation process and the need to use judgement, the aggregate fair 
value amounts should not be interpreted as being necessarily realizable in an immediate settlement of the instruments. 

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation 
technique: 

Level 1: Significant inputs are quoted (unadjusted) prices in active markets for identical assets or liabilities. This level 
includes cash and cash equivalents, equity securities traded on the Toronto Stock Exchange and quoted corporate and 
government-backed debt instruments. 

Level 2: Significant inputs are observable for the asset or liability, either directly or indirectly and are not quoted prices 
included within Level 1.  This level includes loans held for sale, interest rate swaps, bond forwards, mutual funds, certain 
corporate debt instruments and senior debt.  

Level 3: Significant inputs are unobservable for the asset or liability.  This level includes retained interest, certain corporate 
debt instruments, securitized and non-securitized mortgages and loans, securitization receivables and liabilities, other assets 
and liabilities, and deposits.  
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The following table presents the fair value of financial instruments across the levels of the fair value hierarchy. 
    
thousands of Canadian dollars (Unaudited)    As at September 30, 2015
    Level 1  Level 2  Level 3  Fair Value Carrying Value
Financial assets held for trading      
 Cash and cash equivalents $  612,218  $  -  $  -  $  612,218  $  612,218  
 Loans held for sale   -    162,432    -    162,432    162,432  
 Derivative assets   -    77,875    -    77,875    77,875  
 Restricted assets   120,925    -    -    120,925    120,925  
Total financial assets held for trading   733,143    240,307    -    973,450    973,450  
Financial instruments available for sale      
 Debt securities   227,940    -    10,286    238,226    238,226  
 Equity securities   175,155    -    -    175,155    175,155  
 Restricted assets   373,208    -    -    373,208    373,208  
 Retained interest owned   -    -    78,457    78,457    78,457  
Total financial instruments available for sale   776,303    -    88,743    865,046    865,046  
Loans and receivables      
 Securitized mortgages   -    -    2,970,191    2,970,191    2,900,586  
 Non-securitized mortgages and loans   -    -    15,271,652    15,271,652    15,237,818  
 Securitization receivables   -    -    72,333    72,333    72,333  
 Other   -    -    107,114    107,114    107,114  
Total loans and receivables   -    -    18,421,290    18,421,290    18,317,851  
Total $  1,509,446  $  240,307  $  18,510,033  $  20,259,786  $  20,156,347  
Financial liabilities at amortized cost      
 Deposits $  -  $  -  $  15,093,891  $  15,093,891  $  14,949,842  
 Senior debt   -    155,416    -    155,416    153,652  
 Securitization liabilities   -    -    3,415,205    3,415,205    3,318,118  
 Other   -    -    283,421    283,421    283,421  
Total financial liabilities carried at amortized cost   -    155,416    18,792,517    18,947,933    18,705,033  
Financial liabilities at fair value      
 Derivative liabilities   -    2,922    -    2,922    2,922  
Total $  -  $  158,338  $  18,792,517  $  18,950,855  $  18,707,955  
        
thousands of Canadian dollars (Unaudited)     As at June 30, 2015
    Level 1  Level 2  Level 3  Fair Value  Carrying Value
Financial assets held for trading      
 Cash and cash equivalents $  915,674  $  -  $  -  $  915,674  $  915,674  
 Loans held for sale   -    21,304    -    21,304    21,304  
 Derivative assets   -    63,123    -    63,123    63,123  
 Restricted assets   130,975    -    -    130,975    130,975  
Total financial assets held for trading   1,046,649    84,427    -    1,131,076    1,131,076  
Financial instruments available for sale      
 Debt securities   229,217    -    11,064    240,281    240,281  
 Equity securities   208,935    -    -    208,935    208,935  
 Restricted assets   602,210    -    -    602,210    602,210  
 Retained interest owned   -    -    70,691    70,691    70,691  
Total financial instruments available for sale   1,040,362    -    81,755    1,122,117    1,122,117  
Loans and receivables      
 Securitized mortgages   -    -    2,885,773    2,885,773    2,814,301  
 Non-securitized mortgages and loans   -    -    15,178,278    15,178,278    15,111,570  
 Securitization receivables   -    -    90,812    90,812    90,812  
 Other   -    -    91,862    91,862    91,862  
Total loans and receivables   -    -    18,246,725    18,246,725    18,108,545  
Total $  2,087,011  $  84,427  $  18,328,480  $  20,499,918  $  20,361,738  
Financial liabilities at amortized cost      
 Deposits $  -  $  -  $  15,124,109  $  15,124,109  $  14,966,544  
 Senior debt   -    153,155    -    153,155    151,930  
 Securitization liabilities   -    -    3,619,417    3,619,417    3,510,844  
 Other   -    -    312,383    312,383    312,383  
Total financial liabilities carried at amortized cost   -    153,155    19,055,909    19,209,064    18,941,701  
Financial liabilities at fair value      
 Derivative liabilities   -    3,059    -    3,059    3,059  
Total $  -  $  156,214  $  19,055,909  $  19,212,123  $  18,944,760  
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thousands of Canadian dollars (Unaudited)     As at December 31, 2014
   Level 1  Level 2  Level 3  Fair Value  Carrying Value
Financial assets held for trading      
 Cash and cash equivalents $  360,746  $  -  $  -  $  360,746  $  360,746  
 Loans held for sale   -    102,094    -    102,094    102,094  
 Derivative assets   -    38,534    -    38,534    38,534  
 Restricted assets   119,093    -    -    119,093    119,093  
Total financial assets held for trading   479,839    140,628    -    620,467    620,467  
Financial assets available for sale      
 Debt securities   320,671    -    14,079    334,750    334,750  
 Equity securities   248,069    -    -    248,069    248,069  
 Restricted assets   297,443    4,547    -    301,990    301,990  
 Retained interest owned   -    -    58,685    58,685    58,685  
Total financial instruments available for sale   866,183    4,547    72,764    943,494    943,494  
Loans and Receivables      
 Securitized mortgages   -    -    4,012,822    4,012,822    3,945,654  
 Non-securitized mortgages and loans   -    -    14,344,740    14,344,740    14,283,062  
 Securitization receivables   -    -    69,837    69,837    69,837  
 Other   -    -    69,638    69,638    69,638  
Total loans and receivables   -    -    18,497,037    18,497,037    18,368,191  
Total $  1,346,022  $  145,175  $  18,569,801  $  20,060,998  $  19,932,152  
Financial liabilities at amortized cost      
 Deposits $  -  $  -  $  14,062,381  $  14,062,381  $  13,939,971  
 Senior debt   -    154,347    -    154,347    152,026  
 Securitization liabilities   -    -    4,410,496    4,410,496    4,303,463  
 Other   -    -    199,831    199,831    199,831  
Total financial liabilities at amortized cost   -    154,347    18,672,708    18,827,055    18,595,291  
Financial liabilities at fair value      
 Derivative liabilities   -    2,266    -    2,266    2,266  
Total $  -  $  156,613  $  18,672,708  $  18,829,321  $  18,597,557  
 
The Company did not transfer any financial instrument from Level 1 or Level 2 to Level 3 of the fair value hierarchy during 
the nine months ended September 30, 2015 or the nine months ended September 30, 2014. 

The following methods and assumptions were used to estimate the fair values of financial instruments: 

 Cash and cash equivalents, restricted cash (included in restricted assets), other assets and other liabilities approximate 
their carrying values due to their short-term nature.  

 Available for sale securities are valued based on the quoted bid price.  Third-party MBS are fair valued using average 
dealer quoted prices. 

 Fair value of loans held for sale, all of which are insured, is determined by discounting the expected future cash flows of 
the loans at current market rates imputed by the realized sale of loans with similar terms. 

 The fair value of the retained interest is determined by discounting the expected future cash flows using the current 
MBS spread over Government of Canada Bonds imputed from recent sale transactions.  

 The fair value of securitization receivables is determined by discounting the expected future cash flows using current 
interest rate swap rates. 

 Restricted assets include both securities valued based on quoted bid price and securities where fair value is determined 
using average dealer quoted prices.    

 Securitized and non-securitized mortgages and loans are carried at amortized cost in the financial statements.  For fair 
value disclosures, the fair value is estimated by discounting the expected future cash flows of the loans, adjusting for 
credit risk and prepayment assumptions at current market rates for offered loans with similar terms. 

 Fair value of derivative financial instruments is calculated as described in Note 12. 

 Retail deposits are not transferable by deposit holders.  In the absence of such transfer transactions, fair value of 
deposits is determined by discounting the expected future cash flows of the deposits at offered rates for deposits with 
similar terms.  The fair value of the institutional deposit notes is determined using current rates of Government of 
Canada Bonds, plus a spread.  The rates reflect the credit risks of similar instruments. 

 Fair value of securitization liabilities is determined using current market rates for MBS and CMB. 

 Fair value of senior debt is determined using current market rates of Government of Canada Bonds, plus a spread.  The 
rates reflect the credit risks of similar instruments. 
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14. RISK MANAGEMENT 

The Company is exposed to various types of risk owing to the nature of the business activities it carries on.  Types of risk to 
which the Company is subject include credit, funding and liquidity, interest rate, investment, operational, reputational, and 
legislative and regulatory risk.  The Company has adopted enterprise risk management (ERM) as a discipline for managing 
risk.  The Company’s ERM structure is supported by a governance framework that includes policies, management standards, 
guidelines, procedures and limits appropriate to each business activity.  The policies are reviewed and approved annually by 
the Board of Directors. 

A description of the Company’s risk management policies and procedures is included in the shaded text of the Risk 
Management section of the Management’s Discussion and Analysis included in this report. Significant exposures to credit and 
liquidity risks are described in Notes 4, 5, and 12 of this report. 

15. SUBSEQUENT EVENT 

Acquisition of CFF Bank 

On August 10, 2015, the Company, through its principal subsidiary Home Trust Company, entered into a definitive share 
purchase agreement with Canadian First Financial Group Inc. and MonCana Capital Corporation, a wholly owned subsidiary of 
Canadian First Financial Group Inc., to acquire all outstanding common shares of CFF Bank (“CFF”), a Schedule 1 bank under 
the Bank Act (Canada).  CFF Bank is a Canadian retail bank offering deposit, mortgage and personal banking products. 

On October 1, 2015, the Company, completed the acquisition of all outstanding common shares of CFF Bank, in an all-cash 
purchase transaction.  The purchase price was $17.8 million.  The assets of $237.3 million acquired included primarily cash 
and equivalents of $137.5 million and total loans of $93.9 million.  The liabilities of $220.0 million included $217.8 million of 
deposits and secured borrowing.  The Company is in the process of finalizing the purchase price allocation. 

The acquisition will be recorded in the fourth quarter of 2015 and is not expected to have a material impact on 2015 annual 
earnings. 
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