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Highlights for 2012

Completed acquisition of remaining

50% stake in global custodian

rebranded the hu mess RBC Investor

eMCes
Ranked Br St Custodian Overall Global

Investor 2012 and Custodian of the

Year in Canada Custody Risk Amencas

Awards

Won Tram ferAgent of the Yearand

Fund Administrator of the Year
Luxem bourg Custody Risk European
Awlrds 2012

Positioned for success

Lsvcraging the reputation and financial

strength of RBC to win business and

drive growth

Buildmg on the wealth management
and capital markets capabilities of RBC

Capitalizing on favourable long term

industry and demographic trends

Highlights for 2012

brew earnings by 22% with ROE of

115%

Ranked 10th largest global investment

bank by net rcvcnue

Largert increase investment banking

wallet shaic among top 25 global banks

from 18% to 5% in one year

Ranked 10th in global loans rvtnue
frnrn 14th in 2i 11

Named Best Investment Bank in Canada

across Equity Debt and MA1

Positioned for success

Extending our leader hip posi ion in

Canada

Expanding and strengthr rung client

relationships in the Ii

Building on core strc ngths and

capabilities in the U1 Europe ar Asia

Optimizing capit0il use to earn high risk

adiusted returns on assels and equity
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MANAGEMENTS
DISCUSSION
AND ANALYSIS

Managements Discussion and Analysis MDA is provided to enable reader to assess our results of operations and financial condition for the fiscal
year

ended

October 31 2012 compared to the preceding two years This MDA should be read in conjunction with our 2012 Annual Consolidated Financial Statements and related

notes and is dated November 28 2012 All amounts are in Canadian dollars unless otherwise specified and are based on financial statements prepared in accordance

with International Financial Reporting Standards IFRS unless otherwise noted

Additional information about us including our 2012 Annual Information Form is available free of charge on our website at rbc.com/investorrelations on the Canadian

Securities Administrators website at sedar.com and on the EDGAR section of the U.S Securities and Exchange Commissions SEC website at sec.gov
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See our Glossary for definitions of terms used throughout

Investor Treasury Services 33
this document

Caution regarding forward-looking statements

From time to time we make written or oral forward-looking statements within the meaning of certain Securities laws including the safe harbour provisions of the United States

Private Securities Litigation Reform Act of 1995 and any applicable Canadian securities legislation We may make forward-looking statements in this 2012 Annual Report in other

filings with Canadian regulators orthe SEC in other reports to shareholders and in other communications Forward-looking statements in this document include but are not limited

to statements relating to our financial performance oblectives vision and strategic goals the economic market and regulatory
review and outlook for Canadian U.S European and

global economies the outlook and priorities for each of our business segments and the risk environment including our liquidity and funding management The forward-looking

information contained in this document is presented for the purpose of assisting the holders of our securities and financial analysts
in understanding our financial position and

results of operations as at and for the periods ended on the dates presented and our financial performance objectives vision and strategic goals and may not be appropriate for

other purposes Forward.looking statements are typically identified by words such as believe expect foresee forecast anticipate intend estimate goal plan and

project and similar expressions of future or conditional verbs such as will may should could or would

By their very nature forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties which give
rise to the possibility that our

predictions forecasts projections expectations or conclusions will not prove to be accurate that our assumptions may not be correct and that our financial performance objectives

vision and strategic goals will not be achieved We caution readers not to place undue reliance on these statements as number of risk factors could cause our actual results to differ

materially from the expectations expressed in such forward-looking statements These factors many of which are beyond our control and the effects of which can be difficult to

predict
include credit market liquidity and funding operational legal and regulatory compliance insurance reputation and strategic risks and other risks discussed in the Risk

management and Overview of other risks sections the impact of changes in laws and regulations including relating to the Dodd-Frank Wall Street Reform and Consumer Protection Act

and the regulations issued and to be issued thereunder the Basel Committee on Banking Supervisions global standards for capital and liquidity reform over-the.counter derivatives

reform the payments system in Canada consumer protection measures and regulatory
reforms in the U.K and Europe general business and economic market conditions in Canada the

United States and certain other countries in which we operate including the effects of the European sovereign debt crisis and the high levels of Canadian household debt cybersecurity

the effects of changes in govemment fiscal monetary and other policies the effects of competition in the markets in which we operate our ability to attract and retain employees the

accuracy and completeness of information concerning our clients and counterparties judicial or regulatory judgments and legal proceedings development and integration of our

distribution networks and the impact of environmental issues

We caution that the foregoing list of risk factors is not exhaustive and other factors could also adversely affect our results When relying on our fouward-looking statements to make

decisions with respect to us investors and others should carefully
consider the foregoing factors and other uncertainties and potential events Material economic assumptions underlying the

forward looking statements contained in this 2012 Annual Report are set out in the Overview and outlook section and for each business segment underthe heading Outlook and priorities

Except as required by law we do not undertake to update any forward-looking statement whetherwritten or oral that may be made from time to time by us or on our behalf

Additional information about these and other factors can be found in the Risk management and Overview of other risks sections

Information contained in or otherwise accessible through the websites mentioned does not form part of this report All references in this report to websites are inactive textual references and are

for your information only

Managements Discussion and Analysis Royal Bank of canada Annual Report 2012



Overview and outlook

Selected financial and other highlights Table

2011 2010Millions of Canadian dollars except per share number of and percentage amounts

Continuing operations

Totat revenue 29772 27638 26082 2134 7.7%

Provision for credit losses PCL 1301 1133 1240 168 14.8%
Insurance poticyhotder benefits claims and

acquisition expense PBCAE 3621 3358 3546 263 7.8%

Non-interest expense 15160 14167 13469 993 70%
Net income before income taxes 9690 8980 7827 710 7.9%

Income from continuing operations 7590 6970 5732 620 8.9%
Net toss from discontinued operations Si 526 509 475 n.m

Net income 7539 6444 5223 1095 17.0%

Segments net income from continuing operations
Personal Commercial Banking 4088 3740 3099 348 9.3%
Wealth Management 763 811 669 48 5.9%
Insurance 714 600 491 114 19.0%

Investor Treasury Services 85 230 222 145 63.0%
Capital Markets 1581 1292 1462 289 22.4%

Corporate Support 359 297 211 62 20.9%
Net income from continuing operations 7590 6970 5732 620 8.9%

Selected information

Earnings per share EPS basic 4.98 4.25 3.49 0.73 17.2%

diluted 4.93 4.19 3.46 0.74 17.7%

Return on common equity ROE 19.3% 18.7% 14.9% n.m 60 bps

Selected information from continuing operations

EPS basic 5.01 4.62 3.85 0.39 8.4%

diluted 4.96 4.55 3.82 0.41 9.0%
ROE 19.5% 20.3% 16.5% n.m 80bps
PCL on impaired loans as of average net loans and

acceptances .35% .33% .40k n.m bps
Gross impaired loans GIL as of loans and acceptances .58% .65% .95% n.m bps

Capital ratios and multiples

Tier capital ratio 13.1% 13.3% 13.0% n.m 20bps
Total capital ratio 15.1% 15.3% 14.4% n.m 20bps
Assets-to-capital multiple 16.7X 16.1X 16.5X n.m n.m
Tier common ratio 10.5% 10.6% 9.8% n.m 10bps

Selected balance sheet and other information

Total assets 825100 793833 726206 31267 3.9%
Securities 161611 167022 183519 5411 3.2%
Loans net of allowance for loan losses 378244 347530 273006 30714 8.8%
Derivative related assets 91293 99650 106155 8357 8.4%
Deposits 508219 479102 414561 29117 6.1%

Common equity 39453 34889 34140 4564 13.1%

Average common equity 37150 32600 33250 4550 14.0%

Risk-weighted assets RWA 280609 267780 260456 12829 4.8%
Assets under management AUM 343000 308700 264700 34300 11.1%
Assets under administration AUA RBC 764100 699800 683800 64300 9.2%

RBC Investor Services 2886900 2744400 2779500 142500 5.2%

Common share information

Shares outstanding 000s average basic 1442167 1430722 1420719 11445 0.8%

average diluted 1468287 1471493 1433754 3206 0.2%
end of period 1445303 1438376 1424922 6927 0.5%

Dividends declared per share 2.28 2.08 2.00 0.20 9.6%

Dividend yield 4.5% 3.9% 3.6% n.m 60 bps
Common share price RY on TSX 56.94 48.62 54.39 8.32 17.1%
Market capitalization TSX 82296 69934 77502 12362 17.7%

Business information from continuing operations number oD

Employees full-time equivalent FE 74377 68480 67147 5897 8.6%
Bank branches 1361 1338 1336 23 1.7%

Automated teller machines ATM5 5065 4626 4557 439 9.5%

Period average IJS$ equivalent of C$1.00 .997 1.015 .959 .018 1.8%
Period-end US$equivalentofC$1.00 1.001 1.003 .980 .002 0.2%

Average amounts are calculated using methods intended to approximate the average of the daily balances for the period This includes ROE and Average common equity For further details

refer to the How we measure and report our business segments section

These measures may not have standardized meaning under generally accepted accounting principles GAAP and may not be comparable to similar measures disclosed by other financial

institutions For further details refer to the How we measure and report our business segments section and the Key performance and non-GAAP measures section

Capital ratios and multiples for 2010 and 2011 comparative amounts in the MDA were determined under Canadian GA.AP

RBC ALIA includes $38.4 billion 2011 $36.0 billion 2010 $33.5 billion of securitized mortgages and credit card loans

RBC Investor Semices formerly RBC Dexia AIJA represented the total AUA of the entity of which we had 50% ownership interest prior to uly 27 2012

Defined as dividends per common share divided by the average of the high and low share price in the relevant period

Average amounts are calculated using month-end spot rates forthe period

Canadian

IFRS GAAP

2012

2012 vs 2011

Increase decrease

10 Royal Bank of Canada Annual Report 2012 Managements Discussion and Analysis



About Royal Bank of Canada

Royal Bank of Canada RY on TSX and NYSE and its subsidiaries operate under the master brand name RBC We are Canadas largest bank as

measured by assets and market capitalization and among the largest banks in the world based on market capitalization We are one of North

Americas leading diversified financial services companies and provide personal and commercial banking wealth management services

insurance investor services and wholesale banking on global basis We employ approximately 80000 full- and part-time employees who serve

more than 15 million personal business public sector and institutional clients through offices in Canada the U.S and 49 other countries For

more information please visit rbc.com

Effective October 31 2012 certain business segments were strategically realigned to better serve and grow our global institutional client

base and to leverage our domestic banking expertise across our international operations We eliminated the International Banking segment and

created new Investor Treasury Services segment which includes RBC Investor Services formerly business under International Banking and

we moved correspondent banking and treasury services from Capital Markets into this new segment Concurrently we created Personal

Commercial Banking segment which includes the former Canadian Banking segment and expanded it to include our banking businesses in the

Caribbean and the U.S From reporting perspective there were no changes to our Wealth Management or Insurance segments Our business

segments are described below

Personal Commercial Banking comprises our personal and business banking operations as well as certain investment businesses in

Canada the Caribbean and the U.S

Wealth Management serves affluent high net worth and ultra high net worth clients in Canada U.S U.K Europe and Emerging Markets

with comprehensive suite of investment trust banking credit and other wealth management solutions We also provide asset management

products and services directly to institutional and individual clients as well as through RBC distribution channels and third-party distributors

Insurance offers insurance products and services through our proprietary distribution channels comprised of the field sales force which

includes retail insurance branches our field sales representatives call centers and online as well as through independent insurance advisors

and travel agencies in Canada Outside North America we operate in reinsurance markets globally

Investor Treasury Services serves the needs of institutional investing clients and provides custodial advisory financing and other

services for clients to safeguard assets maximize liquidity and manage risk in multiple jurisdictions around the world We also provide short-

term funding forthe enterprise

Capital Markets comprises the majority of our global wholesale banking businesses providing public and private companies institutional

investors governments and central banks with wide range of products and services In North America we offer full suite of products and

services which include corporate and investment banking equity and debt origination and distribution and structuring and trading Outside

North America we offer diversified set of capabilities in our key sectors of expertise such as energy mining and infrastructure

Our business segments are supported by Corporate Support which consists of Technology Operations and Functions Technology

Operations provides the technological and operational foundation required to effectively deliver products and services to our clients while

Functions includes our finance human resources risk management corporate treasury internal audit and other functional groups

ROYAL BANK OF CANADA

Personal

Commercial Banking

Wealth

Management

Insurance
Investor Treasury

Services

Capital

Markets

Canadian Banking Canadian Wealth Canadian Insurance Gtobal Markets

Caribbean Management International Corporate and

U.S Banking U.s international Other Insurance Investment Banking

Wealth Other

Management
Global Asset

Management

Corporate Support

Technology Operations
Functions

Vision and strategic goals

Our business strategies and actions are guided by our vision of Always earning the right to be our clients first choice Our strategic goals are

In Canada to be the undisputed leader in financial services

Globally to be leading provider of capital markets and wealth management solutions and

In targeted markets to be leading provider of select financial services complementary to our core strengths

For our progress in 2012 against these goals refer to the Business segment results section

Overview and outlook

Economic and market review and outlook data as at November 28 2012

Canada

The Canadian economy is estimated to grow at 2.2% during calendar 2012 down from our estimate of 2.5% as at December 2011 Economic

growth continues to be driven by moderate consumer spending as labour markets stabilized and solid business investment supported by the

tow interest rate environment Housing market activity is moderating from recent elevated levels Household debt-to-income ratios remain high

causing concerns about the ability to manage the debt if interest rates were to increase Although the Canadian economy continues to grow at

moderate pace the Bank of Canada BoC maintained the overnight rate at 1.O% reflecting concern about ongoing global economic uncertainty

throughout the year and the related softening of global demand

Managements Discussion and Analysis Royal Bank of Canada Annual Report 2012 11



In calendar 2013 the Canadian economy is expected to grow by 2.4% mainly driven by consumer spending business investment and

improved net exports However given the continued global uncertainty the B0C is expected to maintain the overnight rate at 1.0% until globat

factors restraining the Canadian economy ease Modest and gradual withdrawal of the B0C stimulus measures is expected to begin in the second

half of 2013

U.S

The U.S economy is estimated to grow at 2.2% during calendar 2012 down from our estimate of 2.5% as at December 2011 largely reflecting

moderate consumer spending and business investment An improvement in the housing market is also providing some lift to growth in 2012

Weaker growth in the second calendar quarter of the year reflected heightened uncertainty about the domestic fiscal outlook and U.S election

as well as increased worries about the impact of slowing global activity Growth is moderately improving in the latter half of calendar 2012 as the

Federal Reserve Fed in addition to maintaining interest rates at exceptionally low levels also extended the policy stimulus aimed at generating

an improvement in the labour market conditions

In calendar 2013 growth in the U.S economy is expected at modestly improved rate of 2.3% mainly driven by slightly higher consumer

spending continued business investment and improvement in the housing market We expect growth in 2013 will be restrained by fiscal policy

tightening In order to mitigate some of the impact of fiscal tightening the Fed is expected to maintain interest rates at historically low levels

through mid-2015 and continue to engage in non-traditional policies until there is evidence of sustained improvement in labour market

conditions

Europe

The Euro area economy is estimated to contract by 0.4% during calendar 2012 led by deep declines in the member countries that have been

seeing financial conditions worsen and access to funding restrained Actions by the European Central Bank ECB including recently announced

programs designed to boost liquidity in the weak financial system are helping to moderately improve investor confidence In addition the ECB

further decreased interest rates during the year by 25 basis points bps to 0.75%

In calendar 2013 Eurozone growth is expected to improve to 0.1% as governments implement policy measures to address the Eurozone

structural issues and restore confidence The outlook on growth will therefore depend on the effectiveness of policy actions Improvement in the

economic growth rate is expected to be mainly driven by increased net exports and supported by the low interest rate environment Consumer

and government spending are expected to further decrease reflecting weak labour market conditions and fiscal austerity measures implemented

to ensure sovereign debt sustainability While inflation remains elevated we believe that interest rates will be maintained at 0.75% for calendar

2013 to provide continued stimulus to the economy

Financial markets

Global capital markets strengthened in the first half of the year although uncertainty continued throughout the year due to renewed concerns

over the European sovereign debt crisis Aggressive actions taken by policymakers in Europe and the U.S to revive the ailing global economy

helped to ease those concerns In turn investors risk appetite increased and capital markets improved in the final months of fiscal 2012 Debt

issuances were stronger as ctients took advantage of the record-tow interest rate environment and narrower credit spreads largely in the latter

half of the year

However throughout the year uncertain global growth prospects weighed on capital markets with the economic recovery in the U.S

continuing at gradual but slowing pace Trading volatility remained elevated in response to investor uncertainty and equity issuances were

subdued throughout the year due to weak demand

In 2013 we expect the current economic headwinds to curb activity in capital markets until there is improvement in the global economy and

resolution of European sovereign debt issues Markets will also be closely watching whether U.S policymakers will avert the fiscal cliff the

delayed tax increases and spending cuts expected to be implemented over the next decade due to come into effect in January 2013 If an

agreement is not reached the U.S economy could be negatively impacted which in turn could adversely impact global economic recovery

The predictions and forecasts in this section are based on information and assumptions from sources we consider reliable If this

information or these assumptions are not accurate actual economic outcomes may differ materially from the outlook presented in this section

For details on risk factors from general business and economic conditions that may affect our business and financial results refer to the

Risk management Top and emerging risks section

Regulatory environment

We continue to monitor and prepare for global and domestic regulatory developments such as the Volcker Rule under the U.S Dodd-Frank

Wa//Street Reform and Consumer Protection Act and other Dodd-Frank initiatives changes to capital and liquidity requirements under the Basel

Committee on Banking Supervisions global standards Basel III Over-the-Counter OTC derivatives reform and other financial reforms For

discussion of regulatory developments which may affect our business and financial results refer to the Risk management Top and emerging

risks section For details on our framework and activities to manage risks refer to the Risk management and Capital management sections

Defining and measuring success through Total Shareholder Returns TSR
Our focus is to maximize total shareholder returns through the achievement of top quartile performance over the medium term 3-5 years which

we believe reflects longer term view of strong and consistent financial performance

TSR aligns to our three strategic goals and we believe represents the most appropriate measure of shareholder value creation TSR is

concept used to compare the performance of our common shares over period of time reflecting share price appreciation and dividends paid to

common shareholders The absolute size of the TSR will vary depending on market conditions and the relative position reflects the markets

perception of our overall performance relative to our peers over period of time

Financial performance objectives are used to measure progress against our medium-term TSR objectives We review and revise these

financial performance objectives as economic market and regulatory environments change By focusing on our medium-term objectives in our

decision-making we believe we will be well positioned to provide sustainable earnings growth and solid returns to our common shareholders
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On both continuing operations and consolidated basis we compared favourabty to all our financial performance objectives in 2012

The following table provides summary of our performance against our financial performance objectives on continuing and consolidated basis

in 2012

Financial performance objectives TabLe

2012 results

Continuing

operations Consolidated Achieved

Diluted EPS growth of 7% 9.0% 17.7%

ROEofl8% 19.5% 19.3%

Strong capital ratios Tier capital Common Equity Tier n.a 13.1% 10.5%

Dividend payout ratio 40% 50% 45% 46%

For further details on Tier capital ratio and Common Eqaity Tier ratio refer to the Capital management and Key performance and non-GMP measures sections respectively

Effective November 2012 we will evaluate our Common Equity Tier ratio under the new Basel Ill framework and remove the Tier capital ratio from our objectives For further details refer

to the Capital management section

For 2013 our current financial performance objectives will remain unchanged and we will evaluate our strong capital ratios objective under

the new Basel Ill framework

Medium-term objectives three and five year TSR vs peer group average Table

Royal Bank of Canada

three year TSR five year TSR

5% 5%

Peer group average excluding RBC

2nd Quartile Top Quartile

1% 5%
The three and the five

year average annual TSR are calcalated based on our common share price appreciation plus reinvested dividend income for the period October 31 2009 to October 31

2012 and October 31 2007 to October31 2012 respectively based on information as disclosed by Bloomberg L.P

We compare oar TSR to that of global peer group approved by our Board of Directors and consisting of the following 20 financial institutions seven large Canadian financial institutions in

addition to as Bank of Montreal Canadian Imperial Bank of Commerce Manulife Financial Corporation National Bank of Canada Power Financial Corporation The Bank of Nova Scotia and

The Toronto-Dominion Bank five U.S financial institutions Bank of America Corporation JPMorgan Chase Co The Bank of New York Mellon Corporation U.S Bancorp and Wells Fargo

Company five European financial institations Banco Bilbao Vizcaya Argentaria Groap BBVA Barclays PLC BNP Paribas Credit Saisse Group AG and Deatsche Bank Group and two

Australian financial institutions National Australia Bank and Westpac Banking Corporation

Ourthree and five year average annual TSR of 5% ranked us in the second quartile forthe three year period and top quartile forthe five year

period within our global peer group The three year and five year average annual TSR for our global peer group was 1% and 5% respectively

Common share and dividend information Table

FortheyearendedOctober3l 2012 2011 2010 2009 2008

Common share price RY on TSX close end of period 56.94 48.62 54.39 54.80 46.84

Dividends paid per share 2.22 2.04 2.00 2.00 2.00

Increase decrease in share price 17.1% 10.6% 0.7% 17.0% 16.4%

Total shareholder return 22.0% 6.7% 2.9% 22.7% 12.8Io

Key corporate events of 2012

Canadian auto finance and deposit business of Ally Financial Inc

On October 23 2012 we announced that we have entered into definitive agreement to acquire the Canadian auto finance and deposit

business of Ally Financial Inc for $1.4 billion investment net of excess capital Subject to certain closing adjustments and including the excess

capital this will result in total consideration of $3.1 to $3.8 billion depending on the size of the dividend taken out by the seller priorto closing

The transaction is subject to regulatory approvals and other customary closing conditions and is expected to be completed in the first calendar

quarter of 2013

Acquisition of the remaining 50% stake in RBC Dexia Investor Services Limited RBC Dexia

On July 27 2012 we completed the acquisition of the remaining 50% stake in the joint venture RBC Dexia from Banque Internationale

Luxembourg S.A formerly Dexia Banque Internationale Luxembourg S.A for total consideration of 837.5 million $1 billion in cash As

result of this transaction we own 100% of RBC Dexia which has been rebranded RBC Investor Services In our disclosure we refer to the acquired

entity as RBC Investor Services except when referring to the acquisition transaction or acquisition related costs for which we use RBC Dexia

As result of the agreement to acquire the remaining 50% stake in RBC Dexia we completed an impairment test The results indicated that

our investment was impaired and we recorded impairment losses of $168 million before- and after-tax Also as part of the agreement RBC

Dexia sold 1.4 billion $1.9 billion in securities issued by Dexia Group back to the Dexia Group and acquired approximately an equivalent

amount of U.S dollar-denominated securities The sale of securities and subsequent trading losses on the securities purchased resulted in

loss to RBC Dexia Our proportionate share of the loss was $36 million $26 million after-tax In addition we recognized other costs related to

our acquisition of $20 million $19 million after-tax In total the loss amounted to $224 million $213 million after-tax

Latin American Caribbean and African Private Banking Business of Coutts Coutts

On May 31 2012 we completed the acquisition of the Latin American Caribbean and African private banking business of Coutts the wealth

division of The Royal Bank of Scotland Group plc with client assets of approximately US$2 billion The business includes clients who reside in

Latin America the Caribbean and Africa as well as key private banking staff based primarily in Geneva Switzerland along with team in the

Cayman Islands
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U.S regional retail banking operations

On March 2012 we completed the disposition of our U.S regional retail banking operations to PNC Financial Services Group Inc As result

effective the third quarter of 2012 we no longer have discontinued operations

For further details related to the acquisitions and dispositions noted above refer to Note 12 of our 2012 Annual Consolidated Financial

Statements

Financial performance

Adoption of IFRS

Our 2012 Annual Consolidated Financial Statements have been prepared in accordance with International Financial Reporting Standards IFRS

as issued by the International Accounting Standards Board IASB It reflects the first time that we have prepared our annual results in

accordance with IFRS with corresponding comparative IFRS financial information presented for the year ended or as at October 31 2011 All

amounts for 2010 are based on Canadian generally accepted accounting principles Canadian GAAP
As our 2011 results are prepared in accordance with IFRS and 2010 results are prepared in accordance with Canadian GAAP our analysis of

the variance of our results from 2011 to 2010 is not directly comparable Accordingly our discussion related to our 2011 results compared to our

2010 results focuses on the drivers of the changes and also highlights where there are differences in accounting principles

For further details on the impacts of the adoption of IFRS including the description of accounting policies selected refer to the Accounting

and control matters section and Notes and of our 2012 Annual Consolidated Financial Statements

Overview

2012 vs 2011

We reported net income of $7539 million up $1095 million or 17% from year ago Diluted earnings per share EPS of $4.93 increased

$0.74 and return on common equity ROE of 19.3% increased 60 bps despite holding higher capital levels in anticipation of Basel III capital

requirements driven by strong earnings growth in Canadian Banking and Capital Markets As well our prioryear results were unfavourably

impacted by net loss related to the sale of our U.S regional retail banking operations Our Tier capital ratio was 13.1% down 20 bps from

last year For further details on our Tier capital ratio refer to the Capital management section

Continuing operations

2012 vs 2011

Net income from continuing operations of $7590 million increased $620 million or 9% from year ago Diluted EPS from continuing operations

of $4.96 increased $0.41 and ROE from continuing operations was 19.5% down 80 bps from the prior year The increase in net income was

driven by higher fixed income trading and corporate and investment banking results reflecting improved market conditions compared to the

challenging market conditions in the latter half of 2011 and strong volume growth across most of our domestic banking businesses Lower

claims costs in Insurance higher funding and liquidity trading in Investor Treasury Services increased average fee-based client assets in

Wealth Management resulting from capital appreciation and net sales and cost reductions resulting from our cost management program also

contributed to the increase In addition our current year net income was favourably impacted by release of $128 million of tax uncertainty

provisions and interest income of $72 million $53 million after-tax related to refund of taxes paid due to the settlement of several tax matters

with the Canada Revenue Agency CRA and an adjustment related to change in estimate of mortgage prepayment interest of $125 million

$92 million after-tax These factors were partially offset by higher costs in support of business growth increased provision for credit losses

PCL in Capital Markets and our Caribbean portfolio and lower transaction volumes in Wealth Management reflecting continued investor

uncertainty loss of $224 million $213 million after-tax related to the acquisition of the remaining 50% stake in RBC Dexia also negatively

impacted our results While our earnings have increased our ROE was down as result of holding higher common equity in anticipation of Basel

III capital requirements

Discontinued operations

2012 vs 2011

Net loss from discontinued operations was $51 million compared to net loss of $526 million year ago primarily related to loss on sale

of our U.S regional retail banking operations in the prior year The current year only included four months of operating losses related to our U.S

regional retail banking operations compared to full year of results in 2011

Summary of 2011 vs 2010

Our net income from continuing operations was higher in 2011 as compared to 2010 largely due to strong business growth in Canadian Banking

and Insurance higher average feebased client assets in Wealth Management as well as growth in our corporate and investment banking

businesses in Capital Markets Lower PCL and decrease in income tax expense reflecting lower effective tax rate also contributed to the

increase These factors were partially offset by higher costs in support of business growth and lower trading revenue reflecting challenging

market conditions In addition our 2011 net income from continuing operations was higher under IFRS than Canadian GAAP For further details

on the differences between IFRS and Canadian GAAP refer to Note of our Annual Consolidated Financial Statements

In 2011 net loss from discontinued operations increased from 2010 primarily reflecting loss on sale of our U.S regional retail banking

operations largely offset by loss on sale related to Liberty Life in 2010 and lowerwrite-offs in our U.S commercial and builder finance

portfolios

Estimated impact of foreign currency translation on our consolidated financial results

Our foreign currency-denominated results are impacted by exchange rate fluctuations Revenue PCL insurance policyholder benefits claims

and acquisition expense PBCAE non-interest expense and net income denominated in foreign currency are translated at the average rates of

exchange forthe year The impact ofthe foreign currencytranslation on our results was not significant in 2012 as compared to 2011
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Changes in the relevant average exchange rates that impact our business are shown in the following table

TabLe

Average foreign currency equivatent of Canadian dollar 1.00 2012 2011 2010

U.S dollar .997 1.015 .959

British pound .630 .631 .617

Euro .771 .727 .713

Average amounts are calculated using month-end spot rates for the period

Certain of our business segment results are impacted by fluctuations in the exchange rates in the previous table For further details refer to the

Business segment results section

Results from continuing operations

The following provides discussion of our reported results from continuing operations

Total revenue

Tabe6

Canadian

IFRS GMP

Millions of Canadian dollars
2012 2011 2010

Interest income 20852 20813 17746

Interest expense 8354 9456 7408

Net interest income 22498 11357 10338

Investments 5375 5305 4616

Insurance 4897 4474 4485

Trading 1298 655 1333

Banking 3799 3596 3071

Underwriting and other advisory 1434 1485 1193

Other 471 766 1046

Non-interest income 17274 16281 15744

Total revenue 29772 27638 26082

Additional information

Total trading revenue

Net interest income 1532 1377 1443

Non-interest income 1298 655 1333

Totaltradingrevenue 2830 2032 2776

Total trading revenue by product

Interest rate and credit 1923 1218 1990

Equities 516 463 371

Foreign exchange and commodities 391 351 415

Totaltradingrevenue 2830 2032 2776

Trading revenue teb by product

Interest rate and credit 1923 1218 1990

Equities 945 920 858

Foreign exchange and commodities 391 351 415

Totaltradingrevenueteb 3259 2489 3263

Trading revenue teb by product Capital Markets

Interest rate and credit 1584 968 1707

Equities 925 906 883

Foreign exchange and commodities 323 289 344

TotalCapitalMarketstradingrevenueteb 2832 2163 2934

Includes secarities brokerage commissions investment management and custodial fees and mutual fond revenue

Includes premiums and investment and fee income Investment income includes the change in fair value of investments backing

policyholder liabilities and is largely offset in PBCAE

Includes service charges foreign exchange revenue other than trading card service revenue and credit fees

Includes other non-interest income net gain loss on available-for-sale AFS securities and share of profit in associates
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2012 vs 2011

Total revenue increased $2134 million or 8% from last year mainly due to strong trading revenue reflecting improved market conditions

compared to the unfavourable conditions last year and strong growth in tending and increased loan syndication activity in our corporate and

investment banking businesses Strong volume growth across most of our Canadian banking businesses higher average fee-based client assets

in Wealth Management and full quarter of revenue related to our additional 50% ownership of RBC Investor Services also contributed to the

increase Volume growth across most insurance products and the change in fairvalue of investments backing our policyholder liabilities which

was largely offset in PBCAE atso contributed to the increase These factors were partially offset by losses compared to gains in the prior year as

noted below in Other revenue and lower transaction volumes mainly in Wealth Management

Net interest income increased $1141 million or 10% mainly due to strong volume growth across most Canadian banking businesses

higher trading-related net interest income and growth in our lending business in Capital Markets The mortgage prepayment interest adjustment

of $125 million in Canadian Banking and interest income of $72 million related to refund of taxes paid due to the announced settlement of

several tax matters with the CRA in Corporate Support also contributed to the increase

Investment-related revenue increased $70 million or 1% mainly due to higher average fee-based client assets and full quarter of revenue

related to our additional 50% ownership of RBC Investor Services partially offset by lower transaction volumes

Insurance revenue increased $423 million or 9% mainly due to volume growth across most products and the change in fair value of

investments backing our policyholder liabilities which was largely offset in PBCAE

Trading revenue in Non-interest income increased $643 million Total trading revenue which comprises trading-related revenue recorded in

Net interest income and Non-interest income was $2830 million up $798 million or 39% mainly due to higher fixed income trading primarily

driven by improved market conditions mainly in the U.S as compared to the challenging market conditions in the latter half of the prioryear

Banking revenue increased $203 million or 6% mainly due to strong client growth in our loan syndication business in Capital Markets

higher service fee revenue and credit card transaction volume

Underwriting and other advisory revenue decreased $51 million or 3% mainly due to lower mergers and acquisitions MA activity largely

in Canada

Other revenue decreased $295 million or 39% mainly due to losses compared to gains in the prioryear on credit default swaps used to

economically hedge our corporate loan portfolio in Capital Markets and losses compared to gains in the prioryear related to the change in fair

value of certain derivatives used to economically hedge our funding activities

2011 vs 2010

Total revenue for 2011 was higher as compared to 2010 primarily due to solid volume growth across most of our Canadian banking businesses

higher average fee-based client assets and higher transaction volumes in Wealth Management strong growth in our corporate and investment

banking businesses higher debt origination activity in our global markets businesses and solid volume growth in Insurance These factors were

partially offset by significantly lower trading revenue reflecting challenging market conditions in the latter half of 2011 and the unfavourable

impact of the stronger Canadian dollar There were also favourable impacts resulting from differences between IFRS and Canadian GAAP For

furtherdetails referto Note of ourAnnual Consolidated Financial Statements

Provision for credit losses

2012 vs 2011

Total PCL increased $168 million or 15% from year ago mainly due to higher provisions related to Capital Markets and our Caribbean portfo

lios Higher average loan balances reflecting volume growth in Canadian home equity products also contributed to the increase These factors

were partially offset by lower PCL in our Canadian credit card portfolio

2011 vs 2010

Total PCL for 2011 was lower as compared to 2010 largely reflecting lower provisions in our Caribbean and Canadian business portfolios

recovery as compared to PCL in 2010 in our corporate portfolio in Capital Markets lower write-offs in our Canadian credit card portfolio and lower

provisions in our Canadian unsecured personal lending portfolio There were also unfavourable impacts resulting from differences between IFRS

and Canadian GAAP For further details refer to Note of our Annual Consolidated Financial Statements

Insurance policyholder benefits claims and acquisition expense

2012 vs 2011

PBCAE increased $263 million or 8% from year ago mainly due to the change in fair value of investments backing our policyholder liabilities

largely offset in revenue and volume growth across most products These factors were partially offset by lower claims costs in Canadian

insurance products and reduction of policy acquisition cost-related liabilities

2011 vs 2010

PBCAE for 2011 was lower as compared to 2010 primarily due to the change in fair value of investments mainly backing our Canadian life

policyholder liabilities largely offset in revenue lower claims costs in our reinsurance auto and disability products and favourable actuarial

adjustments reflecting management actions and assumption changes These factors were partially offset by higher costs due to solid volume

growth across all insurance businesses There were no significant impacts resulting from differences between IFRS and Canadian GAAP
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Non-interest expense

Table

Canadian

IFRS GAAP

Millions of Canadian dollars 2012 2011 2010

Salaries 4313 4074 3777

Variable compensation 3650 3300 3335

Benefits and retention compensation 1185 1099 1132

Share-based compensation 139 188 186

Human resources 9287 8661 8430

Impairment of goodwill and other intangibles 168

Equipment 1083 1010 944

Occupancy 1107 1026 960

Communications 764 746 750

Professional and other external services 949 958 850

Other expenses 1802 1766 1535

Non-interest expense 15160 14167 13469

2012 vs 2011

Non-interest expense increased $993 million or 7% primarily due to higher variable compensation largely driven by improved results in Capital

Markets and increased commission-based revenue in Wealth Management Higher costs in support of business and volume growth and the

impact of full quarter of non-interest expense related to our additional 50% ownership of RBC Investor Services also contributed to the

increase In addition our non-interest expense this year was negatively impacted by an impairment loss of $168 million related to our acquis

ition of the remaining 5O% stake in RBC Dexia The increase in non-interest expense was partially offset by cost reductions resulting from our

cost management program

2011 vs 2010

Non-interest expense was higher in 2011 as compared to 2010 mainly due to higher costs in support of business growth including the initiatives

in our corporate and investment banking businesses our BlueBay acquisition and increased staff levels in most businesses Infrastructure

investments in Capital Markets higher variable compensation in Wealth Management professional fees and sundry losses also contributed to

the increase These factors were partially offset by lower variable compensation in Capital Markets the impact of stronger Canadian dollar and

our ongoing focus on cost management In addition our 2011 non-interest expense was lower under IFRS than Canadian GAAP For further

details on the differences between IFRS and Canadian GMP refer to Note of ourAnnual Consolidated Financial Statements

Income and other taxes

Table

Canadian

IFRS GAAP

Millions of Canadian dollars except percentage amounts 2012 2011 2010

Incometaxes 2100 2010 1996

Other taxes

Goods and services sales taxes 343 338 250

Payroll taxes 371 349 317

Capital taxes 80 75 133

Property taxes 124 107 105

Insurance premium taxes 50 49 46

Business taxes 21 18

989 936 860

Totalincomeandothertaxes 3089 2946 2856

Net income before income taxes from continuing operations 9690 8980 7827

Effective income tax rate from continuing operations 21.7% 22.4% 25.5%

Effective total tax rate 28.9% 29.7% 2.9%

Total income and other taxes as percentage of net income before income and other taxes

Our 2012 results included the release of $128 million of tax uncertainty provisions and interest income of $72 million $53 million after-tax

related to refund of taxes paid due to the settlement of several tax matters with the CRA in the current year

2012 vs 2011

Income tax expense increased $90 million or 4% from year ago mainly due to higher earnings before income taxes The effective income tax

rate of 21.7% decreased 70 bps from 22.4% in the prioryear mainly due to reduction in statutory Canadian corporate income tax rates and the

release of the tax uncertainty provisions noted above These factors were partially offset by loss related to our acquisition of the remaining 50%

stake in RBC Dexia which was not deductible for tax purposes
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Othertaxes increased $53 million or 6% from 2011 mainly due to higher payroll and property taxes In addition to the income and other

taxes reported in our Consolidated Statements of Income we recorded income taxes of $72 million in 2012 2011 $434 million in share

holders equity decrease of $362 million primarily reflecting decreased unrealized foreign currency translation gains net of hedging activities

and decreased gains on derivatives designated as cash flow hedges net of increased unrealized gains in our available-for-sale AFS portfolio

2011 vs 2010

Income taxes for 2011 were higher as compared to 2010 largely due to higher earnings before income taxes in 2011 The effective tax rate

decreased from the prior year mainly due to reduction in Canadian corporate income tax rates and more favourable tax adjustments in 2011

For further details on the differences between IFRS and Canadian GAAP refer to Note of ourAnnual Consolidated Financial Statements

Our other taxes for 2011 were higher as compared to 2010 due to the full year impact of the Harmonized Sales Tax HSfl in Ontario and

British Columbia introduced on July 2010 and higher payroll taxes The increase was partially offset by lower capital taxes reflecting lower

capital tax rates

Business segment results

Results by business segment Table

Canadian

IFRS

2012 2011 2010

Personal Investor

Millions of Canadian dottars except Commercial Wealth Treasury Capital Corporate

percentage amounts Banking Management lnsurane Services Maekets1 Supports Total Total Total

Net interest income 9061 393 668 2559 183 12498 11357 10338

Non-interest income 3582 4442 4897 657 3629 67 17274 16281 15744

Total revenue 12643 4835 4897 1325 6188 116 29.772 27638 26082

PCL 1167 135 1301 1133 1240

PBCAE 3621 3621 3358 3546

Non-interestexpense 5932 3796 515 1134 3746 37 15160 14167 13469

Net income before income

taxes 5544 1040 161 191 307 153 9690 980 827

Income tax 1456 277 47 106 726 512 2100 010 1996

Net income from continuing

operations 4088 763 714 85 1581 359 1590 6970 5831

Non-controlling interest in net

income of subsidiaries n.a n.a n.a n.a n.a n.a n.a n.a 99

Net income from continuing

operations

Canadian GAAP na n.a na n.a n.a n.a n.a 5732

Loss from discontinued

operations 51 526 509

Net income 4.088 763 714 85 1581 359 7539 6444 5223

ROE from continuing

operations 31.5% 144% 46.8% 4.3% 13.5% n.m 19.5% 20.3% 16.5%

ROE 19.3% 18.7% 14.9%

Average assets 331500 20900 11500 $73600 349200 15300 810600 778900 683000

Net interest income total revenue and net income before income taxes are presented in Capital Markets on taxable equivalent basis teb The taxable equivalent basis adjustment is

eliminated in the Corporate Support segment For further discussion refer to the How we measure and report our business segments section

How we measure and report our business segments

Our management reporting framework is intended to measure the performance of each business segment as if it were stand-alone business

and reflect the way that the business segment is managed This approach is intended to ensure that our business segments results include all

applicable revenue and expenses associated with the conduct of their business and depicts how management views those results

The following highlights the key aspects of how our business segments are managed and reported

Personal Commercial Banking reported results include securitized Canadian residential mortgage and credit card loans and related

amounts for income and provisions for credit losses on impaired loans

Wealth Management reported results also include disclosure in U.S dollars as we review and manage the results of certain business lines

largely in U.S dollars

Insurance reported results include the change in fair value of investments mainly backing our Canadian life policyholder liabilities recorded

as revenue which is largely offset in PBCAE

Capital Markets results are reported on taxable equivalent basis teb which grosses up net interest income from certain tax-advantaged

sources Canadian taxable corporate dividends to their effective taxable equivalent value with corresponding offset recorded in the

provision for income taxes We record the elimination of the teb adjustments in Corporate Support We believe these adjustments are useful

and reflect how Capital Markets manages its business since it enhances the comparability of revenue and related ratios across taxable

revenue and our principal tax-advantaged source of revenue The use ofteb adjustments and measures may not be comparable to similar

GAAP measures or similarly adjusted amounts disclosed by other financial institutions

Corporate Support results include all enterprise-level activities that are undertaken for the benefit of the organization that are not allocated

to our five business segments including residual asset liability management results impact from income tax adjustments and net charges

associated with unattributed capital
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PCL are recorded to recognize estimated losses on impaired loans as well as losses that have been incurred but are not yet identified in our

loans portfolio This portfolio includes on-balance sheet exposures such as loans and acceptances and off-balance sheet items such as

letters of credit guarantees and unfunded commitments PCL on impaired loans are included in the results of each business segment to

fully reflect the appropriate expenses related to the conduct of each business segment PCL on loans not yet identified as impaired are

included in Corporate Support as Group Risk Management effectively controls this through its monitoring and oversight of various lending

portfolios throughout the enterprise

Key methodologies

The following outlines the key methodologies and assumptions used in our management reporting framework These are periodically reviewed by

management to ensure they remain valid

Expense allocation

To ensure that our business segments results include expenses associated with the conduct of their business we allocate costs incurred or

services provided by Technology Operations and Functions which were directly undertaken or provided on the business segments behalf For

other costs not directly attributable to our business segments including overhead costs and other indirect expenses we use our management

reporting framework for allocating these costs to each business segment in manner that reflects the underlying benefits

Capital attribution

Our framework also determines the attribution of capital to our business segments in mannerthat is intended to consistently measure and

align economic costs with the underlying benefits and risks associated with the activities of each business segment The amount of capital

assigned to each business segment is referred to as attributed capital Unattributed capital and associated net charges are reported in Corporate

Support For further information refer to the Capital management section

On November 2011 we prospectively revised our capital allocation methodology to further align our allocation processes with evolving

increased regulatory capital requirements The revised methodology replaced the pro-rata allocation of unallocated capital that was used in

2011 and the impacts were phased-in over 2012 in anticipation of our requirement to report under Basel Ill in 2013 The revised methodology

resulted in reduction in our attributed capital for Personal Commercial Banking and an increase in attributed capital for Capital Markets

Funds transfer pricing

funds transfer pricing methodology is used to allocate interest income and expense by product to each business segment This allocation

considers the interest rate risk liquidity and funding risk and regulatory requirements of each of our business segments We base transfer pricing

on external market costs and each business segment fully absorbs the costs of running its business Our business segments may retain certain

interest rate exposures subject to management approval that would be expected in the normal course of operations

Net interest margin

We report net interest margin NIM for Personal Commercial Banking and our Canadian banking businesses based on average earning assets

which includes only those assets that give rise to net interest income including deposits with other banks certain securities and loans

Changes made in 2012

Effective October 31 2012 we realigned our business segments For further details on the realignment refer to the About Royal Bank of Canada

section and Note 30 of our 2012 Annual Consolidated Financial Statements

Key performance and non-GAAP measures

Performance measures

Return on common equity

We measure and evaluate the performance of our consolidated operations and each business segment using number of financial metrics such

as net income and ROE We use ROE at both the consolidated and business segment levels as measure of return on total capital invested in

our business The business segment ROE measure is viewed as useful measure for supporting investment and resource allocation decisions

because it adjusts for certain items that may affect comparability between business segments and certain competitors

Our consolidated ROE calculation is based on net income available to common shareholders divided by total average common equity for the

period Business segment ROE calculations are based on net income available to common shareholders divided by average attributed capital for

the period For each segment average attributed capital includes the capital required to underpin various risks as described in the Capital

Management section and amounts invested in goodwill and intangibles

The attribution of capital and risk capital involves the use of assumptions judgments and methodologies that are regularly reviewed and

revised by management as necessary Changes to such assumptions judgments and methodologies can have material effect on the segment

ROE information that we report Other companies that disclose information on similar attributions and related return measures may use different

assumptions judgments and methodologies
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The following table provides summary of our ROE calculations

Calculation of ROE Table 10

Canadian

Tier common ratio consolidated basis

We use the Tier common ratio prepared underthe Basel II framework in conjunction with regulatory capital ratios to evaluate our capital

adequacy specifically related to common equity We believe that it is useful supplemental measure of capital adequacy The Tier common

ratio does not have standardized meaning under GAAP and may not be comparable to similar measures disclosed by other financial

institutions The following table provides catculation of ourTier common ratio

Tier common ratio Table 11

IFRS Canadian GAAP

Millions of Canadian dollars except percentage amounts 2012 2011 2010

Tier capital 36807 35713 33972

Less

Qualifying other NCI in subsidiaries 34 30 351

Innovative Tier capital instruments 2580 2582 3327

Non-cumulative First Preferred shares 4814 4810 4810

Tier common capital 29379 28291 25484

Risk-weighted assets 280609 267780 260456

Tier common ratio 10.5% 10.6% 9.8%

Net of treasury shares

Embedded value

Embedded value is measure of shareholder value embedded in the balance sheet of our Insurance segment excluding any value from future

new sales We use the change in embedded value between reporting periods as measure of the value created by the insurance operations

during the period

We define embedded value as the value of equity held in our Insurance segment and the value of in-force business existing policies The

value of in-force business is calculated as the present value of future expected earnings on in-force business less the present value of capital

required to support in-force business We use discount rates that are consistent with other insurance companies Required capital uses the

capital frameworks in the jurisdictions in which we operate

Key drivers affecting the change in embedded value from period to period are new sales investment performance claims and policyholder

experience change in actuarial assumptions changes in foreign exchange rates and changes in shareholder equity arising from transfers in

capital

Embedded value does not have standardized meaning under GAAP and may not be directly comparable to similar measures disclosed by

other companies Given that this measure is specifically used for our Insurance segment and involves the use of discount rates to present value

the future expected earnings and capital required for the in-force business reconciliation to financial statements information is not applicable

Millions of Canadian dollars

except percentage amounts

IFRS

Personal

Commercial

Banking

2012

Wealth

Management

Investor

Treasury Capital

Services Marketsinsurance Total Total Total

GMP

2011 2010

Corporate

Support

Net income available to

common shareholders

from continuing

operations 3996 727 702 71 1503 236 7235 6611 5474

Loss to common

shareholders from

discontinued operations 51 526 509

Net income available to

commonsharehotders 3996 727 702 71 1503 236 7184 6085 4965

Average common equity

from continuing

operations 12700 5150 1500 1700 11150 4550 36750 29800 29450

Average common equity

from discontinued

operations 400 2800 3800

Total average common

equity 12700 5150 1500 1700 11150 4550 37150 32600 33250

ROE from continuing

operations 31.5% 14.1% 46.8% 4.3% 13.5% n.m 19.5% 20.3% 16.5%

ROE 19.3% 18.7% 14.9%

Average common equity represent rounded figures ROE is based on actual balances before rounding

The amounts for the segments are referred to us attributed capital or economic capital

n.m not meaningful
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Non-GAAP measures

Economic profit on continuing operations basis

Economic
profit

is net income from continuing operations excluding the after-tax effect of amortization of other intangibles and goodwill and

intangibles writedown less capital charge for use of attributed capital It measures the return generated by our businesses in excess of our cost

of capital thus enabling users to identify relative contributions to shareholder value Economic profit is non-GAAP measure and does not have

standardized meaning under GAAP and may not be comparable to similar measures disclosed by other financial institutions

The capital charge includes charge for common equity and preferred shares We prospectively revised our cost of equity in the first quarter

of 2012 to 9.5% from 10% in 2011

The following table provides summary of our Economic profit on continuing basis

Economic profit from continuing operations
Table 12

Canadian

GAAP

2010

IFRS

2012 2011

Personal Investor

Commercial Wealth Treasury Capital Corporate

Millions of Canadian dotlars Banking Management Insurance Services Markets Support Total Total Total

Net income from continuing

operations 4088 763 714 85 1581 359 7590 6970 5732

add Non-controlling

interests 92 97 101 n.a

After-tax effect of

amortization

of other

intangibles 17 66 112 123 127

Goodwill and

intangibles

writedown 168 168

Adjusted net income 4102 829 714 280 1582 266 7773 6992 5859

less Capital charge 1306 532 155 173 1147 431 3744 3213 3318

Economic profit
from

continuing operations 2796 297 559 107 435 165 4029 3779 2541

Results excluding Loss related to the acquisition of the remaining 50% stake in RBC Dexia in Investor Treasury Services

Our Investor Treasury Services results have been impacted by loss related to the acquisition of the remaining 50% stake in RBC Dexia as

noted in the following table We believe that excluding this item is more reflective of our ongoing operating results will provide readers with

better understanding of managements perspective on our performance and should enhance the comparability of the financial performance for

the fiscal year ended October 31 2012 These measures are non-GAAP do not have standardized meaning under GAAP and may not be

comparable to similar measures disclosed by other financial institutions

The following table provides calculations of our results excluding the loss related the acquisition of the remaining 50% stake in RBC Dexia

Investor Treasury Services

2012

Loss related to the

acquisition of the

remaining 50%

As reported stake In RBC Dexia to Adjusted

1325 36 1361

1134 188 946

191 224 415

106 11 117

85 213 298

For further details refer to the Key corporate events of 2012 section

Millions of Canadian dollars

Revenue

Non-interest expense

Net income before income taxes

Income taxes

Net income
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Personal Commercial Banking

Effective October 31 2012 we created Personat Commerciat Banking segment which includes the former Canadian Banking segment and

expanded it to include our banking businesses in the Caribbean and the U.S

Personal Commercial Banking comprises our personal and business banking operations as well as certain retail investment businesses and is

operated through four business lines Personal Financial Services Business Financial Services and Cards and Payment Solutions collectively

Canadian Banking and Caribbean U.S Banking We serve 13 million individual business and institutional clients across Canada the

Caribbean and the U.S In Canada we provide broad suite of financial products and services through our extensive branch automated teller

machine ATM online and telephone banking networks as well as through large number of proprietary sales professionals In the Caribbean

we offer broad range of financial products and services to individuals business clients and public institutions in their respective markets In

the U.S our cross-border banking business serves the needs of Canadian clients within the U.S

The landscape in which our banking-related operations compete in the Canadian financial services industry consists of other Schedule

banks independent trust companies foreign banks credit unions and caisses populaires In this competitive environment we have top

rankings in market share for most retail financial product categories the largest branch network the most ATMs and the largest mobile sales

network across Canada In the Caribbean we compete against banks trust companies and investment management companies serving retail

corporate and institutional customers We are the second largest bank as measured by assets in the English Caribbean with 121 branches in

19 countries and territories In the U.S we compete primarily with other Canadian banking institutions with operations in the U.S along with

traditional U.S retail banking institutions and U.S wealth management firms with integrated banking and brokerage capabilities

Economic and market review

During the year the Canadian economy grew at modest pace driven by moderate consumer spending stable labour markets and solid

business investment supported by the low interest rate environment These factors resulted in strong volume growth across most of our

Canadian banking businesses despite the impact of moderating housing market activity and continued spread compression Overall credit

conditions remained stable throughout the year resulting in improved credit loss rates in our credit card portfolio In the Caribbean unfavourable

economic conditions continued to negatively impact our results through higher credit losses spread compression and lower loan volumes

Year in review

We were named Best Retail Bank in North America by Retail Banker International in 2012 the only Canadian bank to be recognized

We expanded our sales capacity by increasing commercial and mobile career sales forces and invested in our retail distribution capabilities

by opening 27 new stores in Canada and converting 16 branches to our new innovative retail store concept offering merchandising areas

and interactive
digital technologies which redesign and simplify the customer shopping experience

We launched co-branded RBC Shoppers Optimum banking account debit card and credit card with enhanced Shoppers Optimum rewards

and expanded distribution into the retail environment with in-store ATM5 located in Shoppers Drugmart stores

We introduced innovative banking solutions including RBC My Project MasterCard combining the convenience of credit card and the

features ofa loan RBC Virtual Visa Debit enabling customers to pay online with funds directly from their bank account and Travelocity

online booking tool allowing customers to book their next vacation using RBC Rewards points

We entered into an agreement to acquire the Canadian auto finance and deposit business of Ally Financial Inc which would give us the top

market position in Canada for the consumer auto financing market and leadership position in commercial auto financing

In the Caribbean we continued to integrate our operations onto common banking platform as well as implement improved banking

practices across the region

We successfully transitioned our clients to our new banking platform in the U.S designed to meet the needs of clients following the sale of

our U.S regional retail banking operations

Outlook and priorities

Financial conditions in Canada are expected to remain favourable and we expect continued volume growth across most of our products

However due to moderated housing market activity and elevated consumer debt ratios growth in our home equity products and personal loans

is expected to slow We anticipate our business lending will remain strong as business investment is expected to improve further reflecting

favourable credit conditions Spread compression related to the continued low interest rate and highly competitive environment is expected to

continue to pressure our net interest margins

In the Caribbean challenging market conditions and slow economic recovery continue to constrain our outlook Net interest margins will

likely remain challenged by strong competition and spread compression However as we leverage new common operating model in our

Caribbean platforms efficiency is expected to improve and result in volume growth as well as reduction in expenses

For further details on our general economic review and outlook refer to the Economic and market review and outlook section

Key strategic priorities for 2013

In Canada our priorities are to continue to

Deliver superior client experience and advice to drive industry leading volume growth in Canada

Build our sales capabilities and strategic partnerships to grow our client base and deepen our relationships across our distribution

network

Explore and develop partnerships and new delivery opportunities in the emerging payments space

Simplify the way we do business by redesigning our processes with customers to drive efficiency improvements

In the Caribbean and the U.S we are focused on

Leveraging the new common operating model implemented across all of our Caribbean businesses to become an undisputed leader in

financial services by simplifying business processes and improving efficiency while delivering an enhanced client experience through

strong focus on proactive sales and relationship-based financial advice development of our people and strengthening their engagement

optimizing distribution of our products and sustainably improving compliance and risk management

Supporting our U.S growth strategy through retaining and growing the high value cross-border business and serving the banking product

needs of our U.S wealth management client base

22 Royal Bank of Canada Annual Report 2012 Managements Discussion and Analysis



Personal Commercial Banking financial highlights Table 14

Canadian

IFRS GAAP

Millions of Canadian dollars except numberof and percentage amounts and as otherwise noted 2012 2011 2010

Net interest income 9061 8515 8095

Non-interest income 3582 3510 3306

Total revenue 12643 12025 11401

PCL 1167 1142 1333

Non-interest expense 5932 5682 5600

Net income before income taxes 5544 5201 4468

Net income 4088 3740 3099

Revenue by business

Canadian Banking 11a815 11199 10555

Caribbean U.S Banking 828 826 846

Key ratios

ROE 31.5% 30.9% 28.0%

NIM 2.36% 2.86% 2.86%

Efficiency ratio 46.9% 47.3% 49.1%

Operating leverage 0.7% n.a 1.8%

Selected average balance sheet information

Total assets 331500 310700 295200

Total earning assets 316400 297200 283000

Loans and acceptances 315400 294800 277900

Deposits 243900 221200 203600

Attributed capital 12700 11800 10800

Other information

AUAi4 179200 165900 156000

AUM 3100 2700 2600

Number of employees FTE 38213 38216 38328

Effective income tax rate 26.3% 28.1% 30.6%

Credit information

Gross impaired loans as of average net Loans and acceptances .58% .70% .77%

PCL on impaired loans as of average net loans and acceptances .37% .39% .48%

NIM is calculated as Net interest income divided by Average total earning assets

Efficiency ratio is calculated as Non-interest expense divided by Total revenue

Average total earning assets and average loans and acceptances include average securitized residential mortgages and credit card loans for the year of $44.9 billion und $7.3 billion

respectively 2011 $42.0 billion and $4.0 billion 2010 $37.0 billion and $3.0 billion

AIJA includes securitized residential mortgages and credit card loans as atOctober3l 2012 of $31.0 billion and $7.4 billion respectively October31 2011 $32.1 billion and $3.9 billion

October 31 2010 $30.2 billion and $3.3 billion

FTE numbers for 2010 were restated to account for the transfer of Canadian banking operations from Corporate Support into Personal Commercial Banking during 2011

Financial performance

2012 vs 2011

Net income increased $348 million or 9% reflecting strong volume growth across most of our domestic businesses lower effective tax rate in

Canada and mortgage prepayment interest adjustment prepayment adjustment of $125 million $92 million after-tax that favourably

impacted our results this year These factors were partially offset by higher costs in support of business growth and continued spread

compression in Canada as well as higher PCL in the Caribbean

Total revenue increased $618 million or 5% from the previous year reflecting strong volume growth in Canada in personal deposits

residential mortgages business deposits and loans and personal loans The favourable impact of the prepayment adjustment as well as higher

credit card transaction volumes also contributed to the increase

Net interest margin remained flat as the favourable impact of the prepayment adjustment was largely offset by spread compression

reflecting the continuing low interest rate environment

PCL increased $25 million or 2% mainly due to higher provisions in our Caribbean portfolio and higher PCL in our Canadian secured retail

and business lending portfolios These factors were partially offset by lower write-offs related to our Canadian credit card portfolio

Non-interest expense increased $250 million or 4% mainly due to higher costs in support of business growth in Canada Higher staff costs

in the Caribbean and set-up costs in our U.S cross border banking business also contributed to the increase These factors were partially offset

by our ongoing focus on cost management In addition the prior year included net stamp tax and accounting adjustments in Caribbean banking

which favourably impacted our results in that year

Average loans and acceptances increased $21 billion or 7% mainly due to continued growth in Canada in home equity and business and

personal lending products Average deposits were up $23 billion or 10% primarily in Canada reflecting solid growth in personal and business

deposits

For further details on the prepayment adjustment refer to the Accounting and control matters section

2011 vs 2010

Net income increased from 2010 largely reflecting solid volume growth across most of our Canadian businesses and lower PCL These factors

were partially offset by higher costs in support of business growth

Total revenue increased from 2010 Largely reflecting solid volume growth in home equity products personal loans and personal deposits

Higher mutual fund distribution fees mostly reflecting net sales of long-term funds and higher credit card transaction volumes also contributed to

the increase These factors were partLy offset by lower revenue in Caribbean and U.S banking due to lower volumes in business loans reflecting

unfavourable economic conditions and spread compression in Caribbean banking
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Net interest margin remained relatively flat compared to 2010 as the favourable impact of changes in product mix in our Canadian portfolio

was largely offset by increased competitive pricing on mortgages as well as spread compression

PCL decreased as compared to 2010 reflecting lower write-offs in our Canadian credit card portfolio reflecting fewer bankruptcies and lower

provisions in our Canadian business lending and unsecured personal lending portfolios Lower provisions in our Caribbean business portfolio

also contributed to the decrease

Non-interest expense increased moderately from 2010 due to increased costs in support of business growth and the unfavourable impact

from the implementation of the HST in Ontario and British Columbia in July 2010 These factors were largely offset by the favourable impact of

our election to recognize all deferred actuarial gains and losses on our employee benefit plans on transition to IFRS which reduced pension

expenses in subsequent periods relative to Canadian GAAP For further details on the differences between IFRS and Canadian GAAP refer to

Note ofourAnnual Consolidated Financial Statements

In Canada we operate through three business lines Personal Financial Services Business Financial Services and Cards and Payment

Solutions The following provides discussion of our consolidated Canadian Banking results

Canadian Banking financial highlights Table 15

Canadian

Millions of Canadian dollars except number of and percentage

amounts and as otherwise noted 2011

Net interest income 8483 7960 7488

Non-interest income 3332 3239 3067

Total revenue 11815 11199 10555

PCL 1017 1033 1191

Non-interest expense 5258 5082 4995

Net income before income taxes 5540 5084 4369

Net income 4085 3664 3044

Revenue by business

Personal Financial Services 6591 6192 5760

Business Financial Services 2894 2750 2557

Cards and Payment Solutions 2330 2257 2238

Key ratios

ROE 393% 38.0% 35.6%

NIMi 2.78% 2.77% 2.75%

Efficiency ratio 44.5% 45.4% 47.3%

Operating leverage 2.0% n.a 1.1%

Selected average balance sheet information

Total assets 315400 296100 279900

Total earning assets 305300 287200 272100

Loans and acceptances 307900 287300 269500

Deposits 230300 208600 191400

Attributed capital 10200 9450 8350

Other information

AUA4 171100 158000 148200

Number of employees FTE 31769 31607 31900

Effective income tax rate 26.3% 27.9% 30.3%

Credit information

Gross impaired loans as of average

net loans and acceptances .37% .44% .52%

PCL on impaired loans as of average

net loans and acceptances 33% .36% .44%

NIM is calculated as Net interest income divided by Average total earning assets

Efficiency ratio is calculated as Non-interest expense
divided by Total revenue

Average total earning assets and average loans and acceptances include average securitized residential mortgages and credit card

loans forthe year of $44.9 billion and $7.3 billion respectively 2011 $42.0 billion and $4.0 billion 2010 $37.0 billion and

$3.0 billion

AUA includes securitized residential mortgages and credit card loans as at October 31 2012 of $31.0 billion and $7.4 billion

respectively October 31 2011 $32.1 billion and $3.9 billion October 31 2010 $30.2 billion and $3.3 billion

FTE numbers for 2010 were restated to account for the transfer of Canadian banking operations from Corporate 5upport into Personal

Commercial Banking during 2011

Financial performance

2012 vs 2011

Net income increased $421 million or 11% reflecting strong volume growth across most of our businesses lower effective tax rate and the

favourable prepayment adjustment noted above These factors were partially offset by higher costs in support of business growth and spread

corn ression

Total revenue increased $616 million or 6% from the previous year reflecting strong volume growth in personal deposits residential

mortgages business deposits and loans and personal loans The favourable prepayment adjustment and higher credit card transaction volumes

also contributed to the increase These factors were partially offset by spread compression

Net interest margin increased bp mainly due to the prepayment adjustment and favourable change in product mix largely offset by

spread compression reflecting the continuing low interest rate environment

PCL decreased $16 million or 2% mainly due to lower write-offs related to our credit card portfolio partially offset by higher provisions in

our secured retail and business lending portfolios

IFRS

2012

GMP

2010
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ctopat iv teigi dr bt rttsi rc cItinig ni ongeming pre cc ot cu Ira aeli voluir Ac II low tiered rate iviionitii itt iv oxpected to

ctciuti ti 113 we tnttc pate eontttiuirtg mot mat Ret tund tec tvrc nIle mtrd onpotog vu cad compni cctco hey cite the oveno

eorto tit tee taioty ci une cit it eqetity Ret we xpei clobal crow to pniv mte wealth will be dtiv high ct icr ill nclivid cal

attic Ii
ly tu cnt ManIc

mp
Ia cc tIn Rio vth wt II ot Itt ue bit in and netgt Markets For tuflhen dot

rut net outttc tt cutler inlet Leoncin te and aneet in Act

Ii Si ciorific iOn
otr ru to ea dli md fIr mph it quo ucuoc Id tip pc to ung global ccv tie anace it bu toe tha comple

ittaM to mir eo iated tth cu eotaphie wca th pucin

mt in wc mltlr be ttnecc extetid our iductry leading char If hug it ci woultu client accet to au ida mod expa hare plot ally
thoue

ccc ttmmm id eleltve tnt ci irtle mated ppto irh to we mlth ic am getcentt ciprove advt ot curd puofecciot al pnoduetivtty ret opt nttint

ftte uc ue ue utu ion wealth manu igc nienut arid Gletbal Ito huci 5cc and PC onttnume out let rg me tun buttd iur tlte U.K rd key cerging

Mat cetc cimttt uta Hong Koog Sing mptur
Swttierl rod aird te ill

Deity bes in It civic nr cuppeW to otmr lieitt tacit protecsionalc through mon glc hal cu port teamc aeceler to our penrrtion aurd

el mi cpy met tc ic iteve lSa opet cling eftictenc e0 eve cut cr nienit and et ti rutci pabilttuecto dcl vet vi neW ounclten
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in di ii We rlth Management nd ide our tub service anadian wealth advisory bu ness whe the largest as measured by AbA with over

500 eve tried dviors providink riprehenwve advee ba ed finai aI sotution to affluent high and ultra higt net worth dents Addition

by we piovmc dscrcbonary investment managemc nt and estate and bust services to our lend through close to 60 nvestnient counsellors

rid Au 20 ru ss onaL in br ation across anada We also serve nternational drents through teare ol ovc 25 private banki is in

cy cc ilk or rose irada

Wi cc pcre wirr domestic caries and rust companres nvestrm counselling hrrns bank owned tub service uiukciages aud boutique

iokerr mut fund cot panics and global private banks anad bank owned wealth managers continue to be tt mary players

anuat pertormanee

yr ira iri $17 nullior cr lire 10 increase in AUA trom yca aco reflecting capital appr scration and net sales was offset by lower

ir choi volr cc

Wc th Mr sagen cot includes our pnvate client group woe is the /tt largest full service webth advisory firm in the measured by

sib advrs irs fir rose to 2000 tinanc lab advi ors It also serves international chents through team of more than 70 hnanciab advisors

nd rivalr ha kers in ey cc ntie ac ioss the Additionally our cc rrespondent and idvisor service businesses deliver clearing and

cuhoir ervees toi iy all to rr nd sded mdepenc it brok clealeis or regns eied inve tment advis firms In the we operate in

cot tori cxl rerny by ep Olive nndu
try

thu are ahproximat by 400 regnstered brobrer dealers in the U.S com innsing ndepencbent

ii Ii lob ii pi yars

rile ronal iblt Mar icc nerO includes Ebohab rust Wi abth rnage rreot and Wealth Mar igement Emerging Markets We

provndc cu tc rented and integrated trust inking eredrt and nnvestrr cot olutions to high and ultra gh net worth clienbs and corporate clients

with river 500 empboyc cc located ri 18 countries around the world oripetntors in International We0 bth Management omprnsu global wealth

ran radrtrunal if shore ow te inks domestic wraIth manacer and inve stment led private client operation

nanc 0rrormance

cv ocr nrc reased miblnon or Iron ye nr ago In donbars revenue wa relatively flat as volume growth hi loans ttic inc ease in

is ts cii ii cl con st ion refler tin capntl appreciation and the no rease in the farrvabuc of our share based ompensaton plar werr

brig ly utfs bowei tr net ci vobumr
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Year in review

lii nod wec ntinued to improve ou distribution efficiency rough th ntegration of air reta insuranc bra ict es anc ca ocr sue

fort rIo ou nc lie safes channel this new integrated channel fcc litate the deliveiy at advice base solutions nhance ti ave ra

cliert perien and increases crovsellopportunities

Dun ic the tt iid qu crIer the Canadia tife and Health business 51 spended sales of certain life and hea th products in rcs one to ave ill

tC Oiiii onditions includi ig the prolonged low nterest rate niiion nc nt thc so actions cant rued to sh ft our es cix toward highc

ma our produc that
aligi

with ow profitability targets

Oni rio uta reforms whiol were first introduced in September 2010 resulted in improved auto laims experience during the year The

tori is coupled wit pricing action and fraud manageinei ris ifted strong earning growth our Home and Auto busineses

tie US we toga ito wind down our travel in uranco business while maintaining key ciass border relations rips

ten onally cc rontir ued to work well with our existing partlers and added new ecu itoipait es to grow our diversified business

rctle tong our yr org credit aCme md our exp rtise

Outlook and priorities

201 result cf product ard pacing actions taken and investmei ts in our proprietaiy channel we expect cantinur piofitable groc th ii

tb cia the law interest rat environment continues to adveiefy sipact margins an sales of certain life insurance products arid interest rate

dated ai tu riaf issumptions We ext ect the product and pricing ai ha is ake cieasing volumes through our gi iwing piopretary thai nels

ii exce it an of castn anagement initiatvos will mitigate this chalk nging enviionment the pas tive claim trend iesulhing fiai Ontario Auto

2efornms ii various initiatives acros our claims operations aie expected to ontiriue tar fur her do iifs on oui eral cononimc review arid

itfoal iefe to the canamic and market review and outfool scotia

Kcy frcmtecj/c priorities far 201

liver rye the field safes farce through implementation of performance management processes while contiriumne to deliver variety of

ins once piaducts arid seivices to our clients thiough advice based cia sell 1tralegies

Di epen client relationships ny eantirui
ig

to provide our custan or with cam reheosive suite of insurance products and services based

on Ii eir unique tamily needs

ti ly manage oui fe Health pradudf partfo as to ensure tie adveise impact of tfre intere st ito environim ont addr ssed through

oduc mix and pricing decisions

mt iue to simpofy the way we do businc ss by streaminiag all usiness processes to ensu that clients id it cay to do huiness with

us iile diligently managing our expenses

mrsue select international niche opportunities within our risk appetite with the aim of continuing to grow our core reinsurance business

aie ctiarr

PAAP

ii Jo xi ap ci ge cii ii
2011 203

No ii fore income

earned rer ilums 70 ill 3313

lrivesai tnt ic no /03 128

Ice iicarrc 239 2ciI

Total evenue 44/p c489

Insuran Hicyholdor ben fits and laims /57 989

in anco pa cyf older acquis tion expa ise 601 35

Non in orest expense 98 i69

Nat neama hafoca mm taes 619 4/I

Net in ome 600

Revenue by business line

anacilo Insurance 6/6 ISo

Internatio ia Othei Insurance 799 31

Key ratio

kEik 3/Cc 372i

Selected werage balance sheet information

total assets 11500 3900

Attrib ifed capital 1550 301

Rile capitol 400 1150

Other info marion

oremn ims md aepasics 1701

Caradian lrrsuranmce 2355

In at anal for Insu one 2146

In pr cC im and pc be nefit ahibties 7319 71

an value ma mv nts back ri pa cyhold labi tie 214 380

In bedc ed value 27 466

AUM 00 00

Numborof mpioy tm
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Fr ancrat performance

olaf rev iv increased $106 million or 614 mainly due to volume gr
wth iii ow UK annuity arid European 11 products

Pre rio and deposit irrcnar $141 notion or 60 reflectn ilume growth in our ijor
roir surance product tires as not abovc

Parr ad

iIAA1

Total csenu
her information

Prcrnrurrr rod xi its

fe am reallh

Pop 1yar casualty

Sr oui

895

50

32

2011 2010

73

nyc otor treasury civic en offers idy arid lurid administ atrorr we as integratc suite of oducts ro or ivces to istituliorial

rrvc stor worldwide We also provid ragement or esooridc it banki ig and trade Ii once or we esto finaric rat it atior sg obally ant

undir rod liquidity nairagerrierit to well as other select institutions We are top tO global ustodian by ass urrdc ad riinrstiatio

th nldwide ne vo offices in 15 countries While we compete against the world largest global custodians we remain specialist

ewicc vider7 id our civic spo ident banking business compEtes irmarily with major aria han banks

Econorirc and market review

rougtr lobal capita nurketo improved in the first halt of 2012 as nparc hto the cha nging ma kel orrdrtion in tI title half of last

ivestor rntidence rriairred uncertain rc Uctrng ongoing concerns related to Ecrropearr sovereign dc bt So result our ransa tic solt ores

crc regatively impacted irocrohout the year

Year in review

On Icily 2/ 201 we comploted the acquisition of the remaining 10% stake in RBC Dexia and tte business was rebra ided RBC love sto

Sciv ceo Full owric rshro of 886 lrivstor Services should deliver kr synergies that we believe will enable us ti Ic verage our Ic adership in

capital iarkfs rod wealth management globally to access new business and irrcre rsc ros sell opportcnnrlies Our current yea in lut to

tire mon ho of reults reflecting full ownership of RBC Investor Services

Wita fht quisrtion we also rcorgannzed uur investor servicE correspondent banking and trea ury services busincrsse under ur newly

at lnvc stor Trc asury Services 0cgiiient to bettor align our penaliiig structure with our enhani ed tot on fi ineral in0titut ons arid

irictilcitioni it rirves ag client

tn we con irrued to rank an ong the top 10 global custodi1 by assets rider adminislratic We were alo iarikcd best custodiai

over if Global west and eusfodi ii of the year anada Custody Risk Amc rica0 Awardsr

Outlook and priorities

nr Of we expect to verage rur strong repcntation brand and finamni il trcngth to provid custody treasury and payr cot servcei We

ntic pa that uncc rta nty in global irkt to will ontinue due to ongcnnng cor ernrs related to the Eurcipean soveregn debt error which will

icgat yr ly impact our bcisnness through lower transaction volumes owcver we believe there are strong long term pros eels for our hcrsn ress

taracly due to hc nmnportan cc of glob il custody rod related sErvices ira low interest rite environinien this newly createi segrnentwill allow us

offer varncrj oenel 10 our cli onto that tern from our ability to pnov tIe seamless arid integi ated odui cnflerngs Foi furtt er del1 Is on au

trw ra1 in rotor ne ew and outlc ok reft to the cononinc arid mnarce rev ew id out ook section

ey strolc gre priorities for 204

on tin ue to capitalizc tin our wholes rIo deposit gathering an liability origination stratc gres alig aed with our enterprise funding7 rid

Irq idty requiremc nb

Grow revenue nr curt orrespo icleol inenog btnsirness by increasing our ocus on fee gerreratnon to offset the unfavourable mpac ofthc ov

rotc most rate oviroonnent

olvc our ap bnlntne in custodial fund adrnnnislratnon financing arid other ervit es to deliver globally integrated client experience

nit grate and strc amlne our c0h tollateral and excess liquidity oranagernent pnocesscs for our busir essc arid 0cm elnen in circler to

iT nit ffnc icr cy

ii 51111 II II Ii II 115 510 311k II 111 11 121
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ipital kts rom ii es the malority of ou glob ii vfolesal banki busineses providmg public aid privatc ron in es institutioial

ivcsto ovcm re its and central banks witf wide rarge of piodu ar seivice ros aur two main busir ess nes obal Markcts and

orpc rt and Invc stment Banking Our legacy portfolio is roupc under Othi as scu sod ri ow Other section low As pat of our

rour cn reorg inizatior we trinsferred our correspondent banking id treasury service isinessc frori Capital Markets to ur Investor

Ircas my eivices scemc it For details on the reorgani ation refer to he About Royal Bank of Can id sc ctic ri

In No th Amerh we offer full suite of products and cervices ii Ii include corporart and investment banki ig epa ty and debt oirgrnatior

drstrit of on id truc turing and trading Outside Noith Amc rica we rave seler prescnc in thc UK and ar Asia ic ific whcro

uft Ut itd of opobilitiv iii our key srtora ef OACitV such nery ioi ar nfra actuic

In in id we co ipeto mainly with anadi in banks whcrc we ai the pre mci global nyc tment bank and market leadc with rategic

pri en ii all lint of wholesalc business In the wc have full nd istry sec for overagc and invcstment banking produ range and

onioete with lame md global investment bunks as wll as smal en it gional fir ns In tne U.K and Europe we compele in our key sectors of

ex rti sifi global and rcgior al invcctment banks In Asia Pacific wc compete with global id regional invc stmc nt bar in celect products

udi xc cI inconrc distnhu ion and cu rericic tr idng md invc st ncnt baaking

conom and market review

lobal rib ioarkcts unproved ri
the first half of 2U12 primarily refl cfi ry slabihzing markcl conditio pafficulirly ir the and Can ida as

iipaied the hal rginc market conditions in the lattc half of year ben Ily Europear ma Oct conditions reinaired volatile as

oicrc cI Ut is mes pe sistcd

ixcd rico tradi ig busiric stre igthened largcly in the arid rada primarily due to higher oent volu CS greitei market

Luuoity am fi hteri% credt spreac Imprcvmcnti thc U.S rn led to hg hr aihs it aid thc low thor if ito eni/ironmont lod to

Irong sua cc itivity irouct out most of the ycar Our carporate ai inves merit barikine lii inesss in tie U.S oerformed well driven by

iicher lendi ig loan yn ic ationi arid debt and
3cmity origin tion

Year revmw

We mnth ued Icr fo on rehalancirig our corporate and investrient banking and 7loaal markets busmnesse by redeployine capital from

Ir idinig leniling inc other in ye fment banki ig ho ne es and nanagimg risks by mrrowing ir focus of tiadng odurt and reducing

tr in inventory isitmons partic ular yin the early pirt of tIre year largely or our fixed income business We also phased Basel III ahcad

of ma
my

of our global pe rs and actively managed our busine ses com hiance with thc new capital rcquiiemrnts iivenr this phase in we

in si our at ributed capital by 39% and we delivered ROE of 13

Ccii Ia we extended our market leadership by winning new clrcnts strengthe ring our existi ig client relationships and offering full

oft of clot al aoabilitres We were rmn Best Investment Bank Cariuda by Li omoney Magazine fir thc or secutrve year and wi

it ohr nod wi sgi fir tnt mandates irrcludinc actmnk as Irnanc ial advisor to Gleocorc or their $7 billioi pioposed acquisition ofViterra

In hi result our key strategic investment made in icc cot years to arid our corpor mte and invc stmenl banking businesses

dcvi loped rev lending relation hip md focused on our orim nation and client Ilow business We continucd tc gain market share and

won several igr tic mt mandates including lead financial and led nical idvisoi to the Apollo Global Manacenrent led consortiunr on their

$7 billion acqi tic of LI PasoV exploration and production asef

In the and Li ropc after selectively cxpandrng our irivetme banking businesses in recent years in our key sectors of xperfrse

torusc on gain ng new hments and iirrreasin5 our market positions Despite hallcnging market conditions we continued to win new

miii htcs including acting as fI iaircial advisor on the billicmni acquisition of Open Grid Fmirope our largest ross border MA cal

ii Aia Pacific se confnrucd to Locus on ourfixod mncc me trading distribution arid foreign exchar ge trading rpabililie Wc mlso eIectivel

gn iur orate and investment banking business in mining ci orgy and rnfrastrurture and wc re ranked run rbcr ne in Australia MA
Advisor eague mble fir the first half ot 2012

As wIt ol ou sun asses in cach of our regions we were ranked globally as thc 10th largest investment bans by fees Dialogic

put Ii tied Ofot 2012 up trom 12th torthe sane period lstyear

Outlook and priorities

In 01 result stnaf gir irvstnrren in our investment bankir businesses the U.S in recer years wc expcct confinutd growth ii our

Sog mu yodin afion rigir tron and advisory businesses while remminmnrg committed to our cost management initiatives lowever our

overall growth irray
Lii ip lcd by increased competition in select markets and global economic unci Oar rUes reflecting thc fiscal lift arid

tmmrioeao ovenc gi cettcoi ern

Any ow in ourt ading bu ne ses will be dependent on impnvd investor conrfndenm and rcsolufrons on several mocroeconiomit issury

Wi mit itc that global markct volatility will continue to exist in the early half of 201 as concerns surrounding tie tiscal cliff and

niopem oveie ir ebt II conti ue to persist We further anticipate hat ertain iegulatory forms will mmr favourably iripact growth in our

fradi
ry

hums sscs

Fo tu ther dcfails rc rIo 00 Risk nirariagcmenf Top and eniengir risk section For further del ils on our ge ieral cconon ic outlook efer

to tic Econ omic arid naikef review md outlook ecton

ftc rule iC prior/fr 2013

xtc rid our Ic adriic iianket position in Canada by focusing on cx cutioni arid longferm cli nit relationshrp increasing our iarket share with

ma and nredium si ed companie and Ieveiaging our 3lob il capabilities

Bui on our mo nrcnrturnr in the by hcvcnaginng industry secto covcnage arid deep rnng our cli nt lend ng relatnonslrnps tcr increase

iii mrkth share and dos fe based revemnues while improving margins

apifahuzc on ommn iurvesfr ienut lithe U.K anrd Europe both orpc rate and Inve fmc.nnt Bannknng and Global Markets

Co fir ur to cxpa rd our dntrnbn don apabihntnes across Asia Pacifnn and sehectnvely grow corporate and invest merit banking in our sectors of

cxpcnlie

Ii enr chic nit el tnon ship itimnzc capital arid cOw fively nra ia te ik uvnthirni ftc ncw egul 2ory ai inacnoc conor iii enyinonmc nt and

evei ge oui recen mnvestm nrts inn itnastnucfune anrd governance to drive ffmcieocnes

ntcertrn sot Sn iy nyu Erinkaican dii Sn uuuikepni momz
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Hnanciat performance

otal revenue of $3435 milhon increasd $492 mithon or 16% as cornf arod to the prioryear

Revenue in our Fixed income curren ies and commoditics busineo ir cased $468 ndl on or 30/ irgely duo to gnif an higher tixc

ncomi tra in revenue mainly in th from mproved market con iitions as compared to the challeng ng iorditi the ter hal ott ie

pnoryear which resulted in high clcntvolumes greatei narket liq iidity and Ughtening red sprc i.s ie tator cci earti i1ty offset oy

louses fai value adjustments on certain RBC debt iesulting from tic na rowng ot our odt opreads as coy pa to rei the pnuryear

addition the prim year was vourably impacted by gains related to MBIA of $102 milhon $t nil after an com nsa ion adjust nont

Revenue in our Clobal equities buoincss decreased $106 millior or 10 largely re lecting reducod fc sand in idu ty to decrease

volumes impacbng ocr cesh equitic and electronic tradi ig business

Rev ue in our Repo and secured fi iancing business increised $1 30 million or rm inly do hi tr dmn rc iL tort wid

spreads id increased client activity

Can ad ian

jAAP
4o00 curia tin rein

It Ii lobal equ re

Sec so do 2011 2010 Fe aim ore on

3143 i95 iOO and ommodam

kow ofrv
1000

Fix in om currencies

nd commodi 84

Global quiti 30 60 20

po and enurod nancni 26 502
IS iFR OnodOn

Oh in
idA
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2012

Net income was $359 million largety reflecting the setttement of severat tax matters with the CRA which resulted in the retease of $128 miltion

of tax uncertainty provisions and interest income of $72 million $53 million after-tax related to refund of taxes paid and asset/liability

management activities

2011

Net income was $297 million largely due to asset/liability management activities and gains related to the change in fair value of certain

derivatives used to economically hedge our funding activities

2010

Net loss was $211 million largely reflecting net unfavourable tax and accounting adjustments and losses of $21 million on both before-and

after-tax basis attributed to an equity accounted for investment

Quarterly financial information

Fourth quarter 2012 performance

Q4 2012 vs Q4 2011

Fourth quarter net income was $1911 million up $340 million or 22% from the prior year

Continuing operations

Fourth quarter net income from continuing operations of $1911 million increased $302 million or 19% from last year driven by higher fixed

income trading results reflecting improved market conditions as compared to the challenging market conditions in the prioryear and solid

volume growth across most of our Canadian banking businesses Lower claims cost in Insurance higher funding and liquidity trading in Investor

Treasury Services and increased average fee-based client assets resulting from capital appreciation and net sales and improved transaction

volumes in Wealth Management also contributed to the increase These factors were partially offset by higher PCL in Capital Markets reflecting

single account and our Canadian business lending portfolio and higher costs in support of business growth

Total revenue increased $826 million or 12% mainly due to higher fixed income trading revenue in Capital Markets solid volume growth

across all of our Canadian banking businesses higher funding and liquidity trading revenue in Investor Treasury Services and higher equity

origination and loan syndication activities in Capital Markets Higher average fee-based client assets and transaction volumes in Wealth

Management as well as full quarter of revenue related to our additional 5O% ownership of RBC Investor Services also contributed to the

increase These factors were partially offset by lower insurance revenue reflecting the change in fair value of investments backing our policy

holder liabilities largely offset in PBCAE

Total PCL increased $86 million or 31% from year ago mainly due to increased provisions in Capital Markets and our Canadian business

lending portfolios partially offset by lower PCL in our Canadian credit card portfolio

PBCAE decreased $97 million or 11% mainly due to the change in fair value of investments backing our policyholder liabilities largely

offset in revenue This factor was partially offset by higher costs due to volume growth across most products

Non-interest expense increased $343 million or 10% primarily reflecting increased variable compensation in Capital Markets and Wealth

Management commensurate with higher revenue full quarter of costs related to our additional 50% ownership of RBC Investor Services and

higher costs in support of business growth including increased staff costs also contributed to the increase These factors were partially offset

by our ongoing focus on cost management

Discontinued operations

We no longer have discontinued operations as the sale of our U.S regional retail banking operations closed in the second quarter of 2012 Net

loss from discontinued operations was $38 million in the prioryear primarily related to our U.S builder finance loans portfolio and U.S regional

retail banking operations
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Results and trend analysis

Our quarterty earnings revenue and expenses are impacted by number of trends and recurring factors which inctude seasonality genera

economic and market conditions and fluctuations in foreign exchange rates The following table summarizes our results for the last eight

quarters the period

Quarterly results in
Table 32

2012 2011

Millions of Canadian dollars except per share and percentage amounts Q4 03 Q2 QI 04 Q3 Q2 01

Continuing operations

Net interest income 3175 328 3031 3003 2957 2889 2716 2795

Non interest income 4a343 4467 3893 4571 735 008 115 4423

Total revenue 7518 7756 6924 7574 6692 6897 6831 7218

PCL 362 324 348 267 276 320 273 264

PBCAE 770 1000 640 1211 867 1081 843 567

Non-interest expense 3873 3759 3857 3671 3530 3417 3551 3669

Net income before income taxes 2513 2673 2079 2425 2019 2079 2164 2718

Income taxes 602 433 516 549 410 396 482 722

Net income from continuing operations 1911 2240 1563 1876 1609 1683 1682 1996

Net loss from discontinued operations 30 21 38 389 51 48

Netincome 1911 2240 1533 1855 1571 $1294 $1631 1948

EPS basic 1.26 1.49 1.00 1.23 1.03 0.84 1.08 1.30

diluted 1.25 1.47 0.99 1.22 1.02 0.83 1.06 1.27

EPS from continuing operations basic 1.26 1.49 1.02 1.24 1.06 1.11 1.12 1.34

diluted 1.25 1.47 1.01 1.23 1.05 1.10 1.10 1.31

Segment net income loss from continuing operations

Personal Commerciat Banking 1034 1102 940 1012 947 882 924 987

Wealth Management 207 156 212 188 179 192 227 213

Insurance 194 179 151 190 200 141 123 136

Investor Treasury Services 72 51 121 83 40 53 70 67

Capital Markets 410 429 371 371 125 230 353 584

Corporate Support 323 10 32 118 185 15

Net income from continuing operations 911 240 563 1876 609 683 682 1996

Netincometotal 1911 2240 1533 1855 1571 1294 1631 1948

Effective income tax rate 24.0% 16.2% 24.8% 22.6% 20.3% 19.0% 22.3% 26.6%

PeriodaverageUS$equivalentofC$1.00 1.011 .982 1.008 .987 .992 1.039 1.039 .992

Fluctuations in the Canadian dollar retative to other foreign currencies have affected our consolidated results over the period

Seasonality

Seasonal factors impact our results in most quarters The first quarter is seasonally stronger for our capital markets businesses The second

quarter has fewer days than the other quarters generally resulting in decrease in net interest income and certain expense items The third and

fourth quarters include the summer months during which market activity generally tends to slow negatively impacting the results of our capital

markets investor services brokerage and investment management businesses

Notable items affecting our consolidated results

In the third quarter of 2012 our results included release of $128 million of tax uncertainty provisions and interest income of $72 million

$53 million after-tax related to refund of taxes paid due to the settlement of several tax matters with the CRA

In the third quarter of 2012 our results included an adjustment related to change in estimate of mortgage prepayment interest of

$125 million $92 million after-tax

In the second quarter of 2012 our results included loss of $212 million $202 million after-tax related to the acquisition of the remaining

50% stake in RBC Dexia The third quarter of 2012 included an additional loss related to the acquisition of $12 million $11 million after-

tax

In the third quarter of 2011 our results included net loss of $389 million from discontinued operations largely related to our U.S regional

retail banking operations This was comprised of the loss on sale of those operations of $310 million and net operating loss of

$79 million The sale closed on March 2012

In the first quarter of 2011 our results included gain of $102 million $49 million after-tax and compensation adjustments due to legal

settlement with MBIA on the termination of our direct monoline insurance protection with them

Continuing operations

Trend analysis

Economic conditions in Canada and U.S moderately improved over the period although capital market conditions remained uncertain reflecting

continued European sovereign debt concerns and weakening global growth prospects

Earnings were solid over the last eight quarters mainly reflecting strong volume growth in Canadian Banking as well as solid results in our

capital markets businesses mainly in 2012 Results in Wealth Management fluctuated over the period as they were impacted by lower trans

action volumes reflecting investor uncertainty over the last several quarters
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Revenue generally trended up with some fluctuations over the past eight quarters Trading revenue fluctuated over the period with solid

results experienced in 2012 Over the period revenue was positively impacted by solid volume growth in our Canadian banking businesses

improvement in our corporate and investment banking businesses and higher average fee-based client assets in Wealth Management Changes

to the fair value of investments backing our policyholder liabilities in Insurance largely offset in PBCAE contributed to fluctuations in revenue

Net interest income generally trended up over the period mainly due to strong volume growth across most of our Canadian banking businesses

although it was unfavourably impacted by spread compression in our banking and wealth management businesses due to the continued low

interest rate environment

PCL has been generally stable throughout the period atthough trended upward in the last three quarters mainly due to higher provisions

related to Capital Markets and our Canadian business lending and Caribbean portfolios while PCL in our Canadian retail portfolio decreased in

the last two quarters due to lower write-offs in our credit card portfolio

PBCAE has been subject to quarterly fluctuations Over the period there have been changes to the fair value of investments backing our

policyholder liabilities largely offset in revenue PBCAE has also been impacted by higher costs due to volume growth as well as actuarial

liability adjustments and generally lower claims costs

Non-interest expense generally trended upward mainly due to higher costs in support of business growth and overall higher variable

compensation driven by improved results in Capital Markets and increased commission-based revenue in Wealth Management Generally the

growth rate of non-interest expense was favourably impacted by our cost management program

Our effective income tax rate fluctuated over the period reflecting varying portion of income being reported by our subsidiaries operating

in jurisdictions with differing income tax rates fluctuating level of income from tax-advantaged sources Canadian taxable corporate

dividends and various tax adjustments The reduction in statutory Canadian corporate income tax rates over the period generally lowered our

effective tax rate In the third quarter of 2012 our effective income tax rate decreased significantly as it was impacted by certain items as

mentioned above

Results by geographic segment

Table 33

IFRS canadian GAAP

2012 2011 2010

Other Other

Total
Millions of Canadian dollars Canada U.S Intemationat Total Canada U.S International Total Canada

Continuing operations

Net interest income 10413 1308 777 12498 9641 1091 625 11357 8417 1106 815 10338

Non-interest income 9378 3564 4332 17274 9270 2815 4196 16281 8910 3080 3754 15744

Total revenue 19791 4872 5109 29772 18911 3906 4821 27638 17327 4186 4569 26082

PCL 1021 90 190 1301 1016 12 129 1133 1026 57 157 1240

PBCAE 2320 16 1285 3621 2124 21 1213 3358 2343 20 1183 3546

Non-interest expense 8809 3404 2947 15160 8376 3159 2632 14167 7981 3211 2277 13469

Non-controlling interest

in net income of

subsidiaries n.a n.a n.a n.a na n.a n.a n.a 96 99

Income taxes 1600 519 19 2100 1728 259 23 2010 1640 266 90 1996

Net income from continuing

operations 6041 843 706 7590 5667 479 824 6970 4241 630 861 5732

Net loss from discontinued

operations 51 51 526 526 509 509

Net income 6041 792 706 7539 5667 47 824 6444 4241 121 861 5223

For geographic reporting our segments are grouped into Canada u.s and Other International For further details refer to Note 30 of our 2012 Annual Consolidated Financial Statements

Continuing operations

2012 vs 2011

Net income in Canada was up $374 million or 7% from the prioryear mainly due to strong volume growth across most of our Canadian banking

businesses settlement of several tax matters with the CRA which resulted in the release of $128 million of tax uncertainty provisions and

interest income of $72 million $53 million after-tax lower effective tax rate due to reduction in statutory Canadian corporate income tax

rates and favourable adjustment related to change in estimate of mortgage prepayment interest of $125 million $92 million after-tax These

factors were partially offset by increased costs in support of business growth partially offset by cost reductions resulting from our cost

management program an impairment loss related to our acquisition of the remaining 50% stake in RBC Dexia of which $105 million before- and

after-tax was recorded in our Canadian operations

U.S net income was up $364 million or 76% from the prioryear largely due to highertrading results reflecting improved market conditions

as compared to the challenging market conditions in the latter half of the prior year Strong growth in our corporate and investment banking

results driven by client growth in our lending loan syndication and origination businesses also contributed to the increase These factors were

partially offset by higher PCL in Capital Markets

Other International net income was down $118 million or 14% from the previous year largely due to the impairment loss related to RBC

Dexia as noted above of which $63 million before- and after-tax was recorded in our Other International operations and higher PCL in

Caribbean banking These factors were partially offset by higher fixed income trading results in Capital Markets In addition the prior year

included gain related to MBIA which favourably impacted results in that year

U.S net loss from discontinued operations

2012 vs 2011

Net loss from discontinued operations was $51 million compared to net loss of $526 million year ago primarily related to loss on sale of

our U.S regional retail banking operations The current year also included only four months of operating losses related to our U.S regional retail

banking operations compared to full year in 2011

Other

U.S International
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Continuing operations

2011 vs 2010

Net income in Canada for 2011 was higher as compared to 2010 largely due to solid volume growth across most of our Canadian banking

businesses and higher average-fee based client assets in Wealth Management Strong growth in origination and MA activity in Capital Markets

and lower effective tax rate also contributed to the increase These factors were partially offset by increased staff costs and higher costs in

support of business growth

Net income in the U.S for 2011 was lower as compared to 2010 primarily due to significantly lower trading results in our fixed income

businesses The unfavourable impact of stronger Canadian dollar and higher costs in support of infrastructure investments and business

growth in Capital Markets also contributed to the decrease These factors were partially offset by strong growth in our corporate and investment

banking businesses including higher MA activity
and lower PCL

Other International net income for 2011 was lower as compared to 2010 mainly due to higher costs in support of business growth and

lower trading results in our fixed income businesses These factors were mostly offset by higher earnings in Investor Services driven by increased

transaction volumes and higher average fee-based client assets strong growth in our corporate and investment banking businesses including

higher MA activity Lower reinsurance claim costs and lower PCL in Caribbean banking also contributed to the increase

For further details on the differences between IFRS and Canadian GAAP refer to Note of our Annual Consolidated Financial Statements

U.S net loss from discontinued operations

2011 vs 2010

In 2011 net loss from discontinued operations increased from 2010 primarily reflecting loss on sale of our U.S regional retail banking

operations largely offset by loss on sale related to Liberty Life in 2010 and lower write-offs in our U.S commercial and builder finance

portfolios

Financial condition

Condensed balance sheets ii Table 34

As at October31 Millions of Canadian dollars 2012 2011

Assets

Cash and due from banks 12617 12428

Interest-bearing deposits with banks 10255 6460

Securities 161611 167022

Assets purchased under reverse repurchase agreements and securities borrowed 112257 84947

Loans

Retail 301185 284745

Wholesale 79056 64752

Allowance for loan losses 1997 1967
Investments for account of segregated fund holders 383 320

Other Derivatives 91293 99650

Assets of discontinued operations 27152

48324Other 58440

Total assets 825100 793833

Liabilities

Deposits 508219 479102

Insurance and investment contracts for account of segregated fund holders 383 320

Other Derivatives 96761 100522

Liabilities of discontinued operations 20076

Other 165194 142707

Subordinated debentures 7615 8749

Trust capital securities 900 894

Total liabilities 779072 752370

Equity attributable to shareholders 44267 39702

Non-controlling interests 1761 1761

Total equity 46028 41463

Total liabilities and equity 825100 793833

Foreign currency-denominated assets and liabilities are translated to Canadian dollars

Balance sheet adustments related to discontinued operations are made prospectively from the date of classification as discontinued operations The classification of our US retail banking

operations as discontinued operations was reflected beginning the third quarter ending sly 31 2011 Effective the third quarter of 2012 we have no more discontinued operations due to the

sale of our tJ.S regional retail banking operations which closed on March 2012

2012 vs 2011

Total assets were up $31 billion or 4% from the previous year

Interest-bearing deposits with banks increased by $4 billion or 59% largely reflecting the acquisition of the remaining 50% stake in RBC Dexia

Securities were down $5 billion or 3% compared to the prioryear primarily due to reduction in our government and corporate debt

instruments as part of our management of market and interest rate risk partially offset by an increase in certain equity trading positions

Assets purchased under reverse repurchase agreements reverse repos and securities borrowed increased by $27 billion or 32% mainly

attributable to higher client
activity

and new business activity

Loans were up $31 billion or 9% predominantly due to strong volume growth in Canadian home equity products and growth in wholesale

loans

Derivative assets were down $8 billion or 8% mainly attributable to higher netting of interest rate swaps and foreign exchange forward

contracts Lower fair values on foreign exchange forward contracts and cross currency interest rate swaps also contributed to the decrease These

factors were partially offset by higher fair values on interest rate swaps
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Other assets were up $10 billion or 21% primarily reflecting an increase in cash collateral requirements due to market volatility

Total liabilities were up $27 billion or 4% from the previous year

Deposits increased $29 billion or 6% mainly reflecting growth in business deposits and demand for our high-yield savings accounts and

other product offerings in our retail business These factors were partially offset by decrease in fixed term deposits due to the use of business

deposits for internal funding

Derivative liabilities were down $4 billion or 4% primarily attributable to higher netting of interest rate swaps and foreign exchange forward

contracts This was partially offset by higher fair values on interest rate swaps and cross currency interest rate swaps
Other liabilities increased by $22 billion or 16% mainly resulting from an increase in repurchase agreements due to an increase in funding

requirements related to higher reverse repo activity as described above This was partially offset by decrease in obligations related to securities

sold short

Total equity increased by $5 billion or 11% largely reflecting earnings net of dividends

Off-balance sheet arrangements

In the normal course of business we engage in variety of financial transactions that for accounting purposes are not recorded on our

Consolidated Balance Sheets Off-batance sheet transactions are generally undertaken for risk capital and funding management purposes which

benefit us and our clients These include transactions with SPEs may include issuance of guarantees and give rise to among other risks varying

degrees of market credit liquidity and funding risk which are discussed in the Risk management section

We use SPEs to securitize our financial assets as well as assist our clients in securitizing their financial assets These entities are not

operating entities typically have no employees and may or may not be recorded on our Consolidated Balance Sheets

Securitizations of our financial assets

Securitization can be used as cost-effective fund raising technique compared to the relative cost of issuing unsecured wholesale debt

We periodically securitize our credit card receivables residential and commercial mortgage loans and bond participation certificates

primarily to diversify our funding sources enhance our liquidity position and for capital purposes We also securitize residential and commercial

mortgage loans for sales and trading activities

Under IFRS the majority of our securitization activities are recorded on our Consolidated Balance Sheets We securitize our credit card

receivables on revolving basis through consolidated SPE We securitize residential mortgage loans under the National Housing Act

Mortgage-Backed Securities NHA MBS program and the mortgages transferred under this program are not derecognized from our Consolidated

Balance Sheets For details of our residential mortgage and credit card securitization activities including the nature of our financial interests and

the related risks refer to Note and Note to our 2012 Annual Consolidated Financial Statements

We also securitize residential mortgage loans through the Canadian social housing program which are derecognized from our Consolidated

Balance Sheets when sold to third party investors During 2012 we securitized and sold $21 million of Canadian social housing mortgages

In prioryears we securitized commercial mortgages by selling them in collateral pools which met certain diversification leverage and debt

coverage criteria to SPEs one of which is sponsored by us We also participated in bond securitization activities where we purchased

government government related and corporate bonds and repackaged those bonds in participation certificates which were sold to third party

investors Securitized commercial mortgage loans and bond participation certificates are derecognized from our Consolidated Balance Sheets

as we have transferred substantially all of the risk and rewards of ownership of the securitized assets Our continuing involvement with the

transferred assets is limited to servicing the underlying bonds and the commercial mortgages sold to our sponsored SPE As at October 31
2012 there were $1.4 billion of commercial mortgages 2011 $1.5 billion and $661 million of bond participation certificates 2011 $735

million outstanding related to these prior period securitization activities We did not securitize commercial mortgages or bond participation

certificates during the year

Involvement with unconsolidated special purpose entities

In the normal course of business we engage in variety of financial transactions with SPEs to support our customers financing and investing

needs including securitization of client financial assets creation of investment products and other types of structured financing Refer to

Note to 2012 Annual Consolidated Financial Statements for description of the activities of significant unconsolidated SPE5 the nature of

our financial interests and the associated risks The following table summarizes SPEs in which we have significant financial interests but have

not consolidated

Special Purpose Entities Table 35

2012 2011

Total assets by geographic

Total assets by credit ratings Total assets by average maturities location of borrowers

As at October31 Maximum Non
MillionsofCanadian Total exposure Investment investment Not Under 1to5 Over Not Other Total Maximum

dollars assets 12 grade grade Rated year years years applicable canada u.s International assets exposure

Unconsolidated SPEs

Multi-seller conduits 29582 30029 29422 160 $4167 23198 2217 5021 21990 2571 24271 24614

Structured finance 4840 1663 4253 584 4840 4840 4988 1340

SPE5 Investment funds 1584 1082 1584 1584 27 68 1489 1374 1121

Credit investment

product SPEs 146 17 146 146 146 253 17

Third party securitization

vehicles 5429 1266 574 4855 1511 3918 1614 3815 1090 214

Other 368 103 368 368 46 303 19 242 60

41949 34160 33675 1464 $6810 $4167 $23198 $8714 5870 $5094 $28815 8040 32218 27370

Total assets and maximum exposure to loss correspond to disclosures provided in Note to our 2012 Annual Consolidated Financial Statements Total asset amounts may differ from those

presented in Note due to certain entities primarily mutual and pooled funds which we sponsor but where we do not hold significant financial interest

The maximum
exposure

to loss resulting from significant financial interests in these SPEs consists mostly of investments loans liquidity and credit enhancement facilities and fair value of

derivatives The maximum exposure to loss may exceed the total assets in the multi-seller conduits as our liquidity facilities may sometimes be extended for up to 102% of the total value of

the assets in the conduits

Our internal risk ratings for major counterparty types approximate those of public rating agencies Ratings of AkA AA and BBB represent investment grade ratings and ratings of BB or

lower represent non-investment grade ratings

Represents multi-seller conduits that we administer
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We have the
ability

to use credit mitigation tools such as third party guarantees credit default swaps and collateral to mitigate risks assumed

through securitization and re-securitization exposures The process in place to monitor the credit quality of our securitization and re-securitization

exposures involves among other things reviewing the performance data of the underlying assets We affirm our ratings each quarter and formally

confirm or assign new rating at least annually For further details on our activities to manage risks refer to the Risk management section

Approximately 81% of assets in unconsolidated SPEs in which we have significant financial interests were internally rated or above

compared to 9l% in the prioryear The decrease compared to the prior year is primarily related to our investments in certain third party

securitization vehicles whose underlying assets are not individually rated For multi-seller conduits 99% of assets were internally rated or

above consistent with the prior year All transactions funded by the unconsolidated multi-seller conduits are internally rated using rating

system which is largely consistent with that of the external rating agencies

The assets in unconsolidated SPEs as at October 31 2012 have varying maturities and remaining expected weighted average life of

approximately 3.7 years

RBC-odministered multi-seller conduits

We administer multi-seller conduits which are used primarily forthe securitization of our clients financial assets We are involved in these

conduit markets because our clients value these transactions Our clients primarily utilize multi-seller conduits to diversify their financing

sources and to reduce funding costs by leveraging the value of high-quality collateral The conduits offer us favourable revenue stream risk-

adjusted return and cross-selling opportunities

We provide services such as transaction structuring administration backstop liquidity facilities and partial credit enhancements to the

multi-seller conduits Fee revenue for all such services amounted to $146 million during the year 2011 $147 million We do not maintain any

ownership or retained interests in these multi-seller conduits and have no rights to or control of their assets

Our total commitment to the conduits in the form of backstop liquidity and credit enhancement facilities is shown below The total

committed amount of these facilities exceeds the total amount of the maximum assets that may have to be purchased by the conduits under the

purchase agreements As result the maximum exposure to loss attributable to our backstop liquidity and credit enhancement facilities is less

than the total committed amounts of these facilities

Liquidity and credit enhancement facilities
TabLe 36

2012 2011
_______

Total Total

Notional of Allocable maximum Notional of Allocable maximum

committed notional Outstanding exposure committed notional Outstanding exposure

amounts amounts loans to loss amounts amounts loans to loss
As at October31 Millions of Canadian dollars

Backstop liquidity facilities 30143 25935 1391 27326 24726 20874 1413 22287

Creditenhancementfacilities 2703 2703 2703 2327 2327 2327

Total 32846 28638 1391 30029 27053 23201 1413 24614

Based on total committed financing limit

Net of allowance for loan losses and write-offs

As at October 31 2012 the notional amount of backstop liquidity facilities we provide increased by $5.4 billion or 22% from the prior year Total

loans extended to the multi-seller conduits under the backstop liquidity facilities decreased by $22 million from the prior year primarily due to

principal repayments The partial credit enhancement facilities we provide increased by $376 million from the prioryear The increase in the

amount of backstop liquidity facilities and partial credit enhancement facilities provided to the multi-seller conduits compared to the prior year

primarily reflects an expansion of the outstanding securitized assets of the multi-seller conduits in support of our clients securitization needs

Maximum exposure to Loss by client type
Table 37

2012 2011

AsatOctober3l Millions US$ CS Total$C US$ Cs Total$C

Outstanding securitized assets

Credit cards 7410 510 7912

Auto loans and leases 7903 2193 10087

Student loans 2429 2427

Trade receivables 2290 112 2400

Asset-backed securities 1454 1453

Equipment receivables 1275 1274

Consumer loans 1020 1019

Electricity market receivables 255 255

Dealer floor plan receivables 587 561 1147

Fleet finance receivables 310 265 575

Insurance premiums 87 87

Corporate loan receivables 101 101

Residential mortgages 1020 1020

Transportation finance 272 272
_______

Total 25 138 916 30029

Canadian equivalent 25113 4916 30029 21371 3243 24614

Our overall exposure increased 22% compared to the prioryear reflecting improved business conditions which led to an expansion of the

outstanding securitized assets of the multi-seller conduits Correspondingly total assets of the multi-seller conduits increased by $5.4 billion or

22% over the prior year primarily in the Credit cards Auto loans and leases and Residential mortgages asset classes
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Multiple independent debt rating agencies review all of the transactions in the multi-seller conduits Transactions financed in the U.S multi-

seller conduits are reviewed by Moodys Investors Service Moodys Standard Poors SP and Fitch Ratings Fitch Transactions in the

Canadian multi-setter conduits are also reviewed by Dominion Bond Rating Services DBRS Each applicable rating agency also reviews ongoing

transaction performance on monthly basis and may publish reports detailing portfolio and program information related to the conduits

As at October 31 2012 the total asset-backed commercial paper ABCP issued by the conduits amounted to $17.1 billion an increase of

$820 million or 5% since the prioryear The rating agencies that rate the ABCP rated 71% of the total amount issued within the top ratings

category and the remaining amount in the second highest ratings category compared with 68% in the prioryear The increase in the amount of

ABCP issued by the multi-seller conduits compared to the prioryear is primarily due to increased client usage

We sometimes purchase ABCP issued by the multi-seller conduits in our capacity as placement agent in order to facilitate overall program

liquidity As at October 31 2012 the fairvalue of our inventory was $26 million decrease of $85 million from the prioryear The fluctuations in

inventory held reflect normal trading activity This inventory is classified as Securities Trading on our Consolidated Balance Sheets

Structured finance SPEs

We invest in ARS of entities which fund their long-term investments in student loans by issuing short-term senior and subordinated notes As at

October 31 2012 the total assets of the unconsolidated ARS trusts in which we have significant investments were $3.9 billion 2011 $4.9

billion Our maximum exposure to loss in these ARS trusts as at October 31 2012 was $1.1 billion 2011 $1.3 billion The decrease in total

assets and our maximum exposure to loss is primarily related to the sale redemption or defeasement of the underlying ARS investment

securities As at October 31 2012 approximately 75% of these investments were AAA rated Interest income from the ARS investments which is

reported in Net-interest income was $19 million during the year 2011 $24 million

We also provide liquidity facilities to certain municipal bond Tender Option Bond TaB programs in which we have significant interest but

do not consolidate because the residual certificates are held by third parties As at October 31 2012 the total assets of these unconsolidated

municipal bond TOB trusts were $856 million 2011 $67 million and our maximum exposure to loss was $552 million 2011 $35 million

The increase in total assets of these TOB trusts and our maximum exposure to toss is primarily related to our investor base increasing their

exposure to leverage in their funds by utilizing our TOB program and an increase in our TOB Funding Limits Fee revenue from provision of

liquidity facilities to these entities reported in Non-interest income was $2 million during the year 2011 $nil

Investment funds

We enter into fee-based equity derivative transactions with third parties including mutual funds unit investment trusts and other investment

funds These transactions provide their investors with the desired exposure to the referenced funds and we economically hedge our exposure

from these derivatives by investing in those third party managed referenced funds Our maximum exposure as at October 31 2012 which is

primarily related to our investments in the reference funds decreased by $43 million relative to the prior year due to reduction in derivative

positions and transactions The total assets held in the unconsolidated reference funds as at October 31 2012 increased by $210 million due

to certain unconsolidated reference funds taking greater ownership interest in underlying investment funds causing our financial interest to

become significant

Third-party securitization vehicles

We hold significant interests in certain unconsolidated third-party securitization vehicles which are SPE5 We as well as other financial

institutions are obligated to provide funding to these SPEs up to our maximum commitment level and are exposed to credit losses on the

underlying assets after various credit enhancements Total assets of these funds increased by $4.3 billion and our maximum exposure to loss

increased by $1.1 billion relative to the prior year primarily due to new investments made during the first two quarters of 2012 Interest income

earned in respect of these investments reported in Net-interest income was $25 million

Credit investment praduct SPE5 and Others

We use SPEs to create customized credit products to meet investors specific requirements and created tax credit funds Refer to Note to our

2012 Annual Consolidated Financial Statements for more detail on these SPEs

Guarantees retail and commercial commitments

We provide guarantees and commitments to our clients that expose us to liquidity and funding risks Our maximum potential amount of future

payments in relation to our commitments and guarantee products as at October 31 2012 amounted to $204 billion compared to $170 billion in

the prior year The increase compared to the prior year relates primarily to higher backstop liquidity facilities and other commitments to extend

credit Refer to Liquidity and Funding Management and Note 27 to our 2012 Annual Consolidated Financial Statements for details regarding our

guarantees and commitments

Risk management

Overview

Our diversified business activities expose us to wide variety of risks in virtually all aspects of our operations Our ability to manage these risks

is key competency within RBC and is supported by strong risk management culture and an effective risk management approach

We manage our risks by seeking to ensure that business activities and transactions provide an appropriate balance of return for the risks

assumed and remain within our Risk Appetite which is collectively managed throughout RBC through adherence to our Enterprise Risk Appetite

Framework These risks include credit market and liquidity and funding risk In addition we are faced with risks that we consider top and

emerging Other risks that may impact our business include operational legal and regulatory compliance insurance reputation and strategic

risk For further details refer to the respective risk sections

lop and emerging risks

Our view of risks is not static An important component of our enterprise risk management approach is to ensure that top risks which are evolving

or emerging risks are appropriately identified managed and incorporated into existing enterprise risk management assessment measurement

monitoring and escalation processes
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These practices ensure management is forward-tooking in its assessment of risks to the organization Identification of top and emerging

risks occurs in the course of businesses developing and pursuing approved strategies and as part of the execution of risk oversight

responsibilities by Group Risk Management GRM Finance Corporate Treasury Gtobal Compliance and other control functions

Risk oversight activities which can lead to identification of new evolving or emerging risks include control mechanisms e.g approval of

new products transactions projects or initiatives business strategy development stress testing portfolio level measurement monitoring and

reporting activities and the ongoing assessment of industry and regulatory developments

Details of the top and emerging risks we are facing are discussed below

Regulatory developments

Certain regulatory reforms have the potential to impact the way in which we operate both in Canada and abroad We continue to respond to

these and other developments and are working to minimize any potential business or economic impact

Dodd-Frank Volcker rule

Implementation rules relating to the proposed Volcker rule have not yet been finalized by U.S federal financial regulators In anticipation of final

rule issuance we continue to analyze our trading activities compliance and risk management programs However the full extent to which we will

be affected remains unclear As currently drafted the rules extraterritorial reach will impact our capital markets activities and will apply globally

to the bank and each of our subsidiaries and affiliates Under the proposal certain activities may be permitted to continue in their current form

while others may be permitted if conducted in accordance with certain prescriptive exemptions from the regulation Some activities may not be

permitted to continue Depending on the manner in which the Volcker Rule is ultimately implemented these prohibitions may have an adverse

impact on our results of operations

Basel Committee on Banking Supervision global standards for capital and liquidity reform Base Ill

The Basel Committees new standards for capital and liquidity establish minimum requirements for common equity increased capital require

ments for counterparty credit exposures new global leverage ratio and measures to promote the build up of capital that can be drawn down in

periods of stress Banks around the world are preparing to implement these new standards commonly referred to as Basel Ill

In Canada the Office of the Superintendent of Financial Institutions Canada OSFI expects deposit-taking institutions to meet the

minimum 2019 Basel III capital requirements for Common Equity Tier CET in the first quarter of 2013 We continue to be well capitalized

by global standards and our capital ratios remain strong For further details refer to the Capital management section

While the Basel III liquidity standards have not been finalized we continue to measure our liquidity position and make adjustments that we

believe are appropriate in anticipation of the Basel Committees implementation schedule

Domestic-Systemically Important Banks D-SIBs

The Financial Stability Board and the Basel Committee on Banking Supervision have finalized principles-based framework to guide national

authorities in establishing principles for dealing with D-SIBs National authorities will begin to apply minimum requirements to banks identified

as D-SIBs beginning January 2016 OSFI has not communicated formally on Canadian D-SIB regime although we expect one to be put forward

The implementation of D-SIB regime in Canada may result in us being subject to additional capital and disclosure requirements

Over-the-Counter Derivatives Reform

Reforms in the over-the-counter OTC derivatives markets continue on global basis with the governments of the G20 nations proceeding with

plans to transform the capital regimes national regulatory frameworks and infrastructures in which we and other market participants operate

We along with other Canadian banks will experience changes in our wholesale banking business some of which will impact our client- and

trading-related derivatives revenues in Capital Markets

In July 2012 the U.S Commodity Futures Trading Commission CFTC released proposed cross-border guidance regarding the application of

U.S swaps rules to international banks including requirements to register with the CFTC as swap dealer While it awaits finalization of the

cross-border guidance and additional rules the industry continues to urge the CFTC to provide much needed clarification of its rules prior to

requiring any institution to register as swap dealer In addition there is lack of international coordination that may lead to duplication and

confusion across the global swaps markets

The Payments System in Canada

The independent task force appointed by the Federal government completed their review of Canadas payments system in the spring of 2012

Based on the recommendations of the Task Force the Federal government has announced three initiatives the establishment of an advisory

committee to review payments systems issues review of the Code of Conduct for the credit and debit card industry in Canada to determine

applicability to emerging mobile payment systems and review over longer time frame of the governance framework for the payments sector

The eventual outcome of these reviews could alter the way in which we and other Canadian financial institutions process payment transactions

on behalf of consumers This carries implications for the use of technology degree of regulatory oversight and our interactions with global

payment systems

In addition challenges to payment network rules before the Competition Tribunal class actions in British Columbia and Ontario regarding

the setting of interchange and the class actions in Quebec regarding the application of Quebecs Consumer Protection Act to certain credit card

practices continue to have the potential to negatively impact the business practices and revenues of Canadian financial institutions and could

have an adverse impact on our financial performance

Consumer Protection Measures

Regulators continue to focus on enhancing consumer protection measures such as increased disclosure requirements and regulation of fees

and pricing In Canada changes to negative options billing mortgage prepayment penalties four day cheque holds and current dispute

resolution processes along with expanded powers for the Financial Consumer Agency of Canada were introduced as part of the 2010 Federal

Budget Further changes have been proposed to regulations for mortgage insurance the Electronic Transaction Code rules relating to insurance

on bank websites and electronic documents regulations In addition the 2011 Federal Budget included announcements about new rules for

prepaid cards and for unsolicited credit card cheques As will be the case for all of the Canadian banks these and other developments are likely

to impact current practices in Canadian Banking and Insurance including disclosure documentation process and system changes

Regulatory Reform in the U.K and Europe

The regulatory framework in the U.K and Europe continues to undergo significant reform and reorganization Effective the spring of 2013 the

Financial Policy Committee FPC within the Bank of England will be responsible for protecting the stability of the financial system as whole
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and for macro-prudential regulation The new Prudential Regulation Authority PRA subsidiary of the Bank of England will prudentially

supervise digital systems deposit takers insurers and small number of significant investment firms The Financial Conduct Authority FCA will

be responsible for regulating conduct in retail and wholesale markets supervising the trading infrastructure that supports those markets and

for the prudential regulation of firms not prudentially regulated by the PRA As result there may be changes to our existing compliance and

operating practices for certain of our regulated entities in the U.K

We continue to monitor developments in connection with recommendations of the Independent Commission on Banking endorsed by the

U.K government in June 2012 As currently proposed our U.K entities would be exempt from the requirement to separate our retail banking and

investment banking activities by virtue of meeting prescribed de minimis thresholds We expect to be required to comply with the proposed 3%

leverage ratio Given the relatively small size of our U.K retail banking operations these changes are not expected to materially impact our

global operations or financial results and may lead to some potential benefits for us as U.K banks restructure and retrench from the investment

banking business

Reforms also continue throughout the European Union Effective the first half of 2013 the European Market Infrastructure Regulation EMIR
will require firms to clear certain OTC standardized derivative contracts through central counterparties establish risk mitigation controls for OTC

derivatives transactions that cannot be cleared and report both cleared and non-cleared contracts to trade repositories The review of Markets in

Financial Instruments Directive MiFID is key initiative seeking to achieve greatertrade transparency enhanced investor protection and more

oversight of OTC derivatives and fixed income products primarily through the introduction of new types of regulated trading platforms and

increased governance over certain trading activities At this time we expect to incur higher operational and system costs and potential changes

in the types of products and services we and other firms can offer to clients as result of these reforms

Other Dodd-Frank Initiatives

Subsequent to the 2008 financial crisis U.S regulators have been enhancing their approach to supervising the largest most complex banking

organizations As result certain of the reforms introduced by Dodd-Frank the Enhanced Supervision Rules set forth in Sections 165 and

166 of the statute will when finalized impose capital liquidity leverage and similar prudential requirements at the holding company level

Foreign banks including RBC which operate in the U.S outside of holding company structure will also be subject to enhanced supervision

rules still to be published by the Federal Reserve The international banking community is emphasizing the appropriateness of deferring to home

country prudential oversight

European debt crisis

Continued instability in the Eurozone and the possibility for contagion from the peripheral to core Eurozone countries increases the risk of

sovereign and counterparty default and of Eurozone member departing the currency union We continue to follow market events very closely

and manage our exposure accordingly Compared to the prioryear our exposure to Europe did not change significantly as reductions primarily

related to securities were largely offset by the acquisition of the remaining 50% stake in RBC Dexia Overall we continue to transact business in

prudent manner and remain comfortable with our exposures in Europe which are with well-rated counterparties mainly located in core European

countries For further details refer to the Credit risk section

In addition to our net exposure to Europe mentioned above we are also subject to indirect exposure We have implemented processes to

monitor and mitigate indirect credit risk including specific controls related to the management of derivative and repo-style transaction

exposures Indirect market risk related to increased volatility resulting from European sovereign debt concerns are monitored through regular

market risk stress testing and hypothetical scenario analysis From an operational risk perspective we have implemented contingency planning

in the event of crisis in the Eurozone economy

Given the potential for country departing the currency union we have carried out scenario analysis to assess the related redenomination

risk Potential impacts arising from contracts and balances with peripheral Eurozone countries have been assessed We are progressing with

action plans to mitigate these potential exposures

Our analysis indicates that further deterioration in the Eurozone economies will result in adverse effects which are within our ability to

manage as established through our stress testing balance sheet analysis and operational assessments

Business and economic conditions

Our earnings are significantly affected by the general business and economic conditions in the geographic regions in which we operate These

conditions include consumer saving and spending habits as well as consumer borrowing and repayment patterns business investment

government spending the level of activity and volatility of the capital markets and inflation For example an economic downturn may result in

high unemployment and lower family income corporate earnings business investment and consumer spending and could adversely affect the

demand for our loan and other products and result in higher provision for credit losses Given the importance of our Canadian operations an

economic downturn in Canada or in the U.S impacting Canada would largely affect our personal and business lending activities in our Canadian

banking businesses and could significantly impact our results of operations

Our earnings are also sensitive to changes in interest rates continued low interest rate environment in Canada the U.S and globally

would result in net interest income being unfavourably impacted by spread compression largely in Personal Commercial Banking and Wealth

Management While an increase in interest rates would benefit our businesses that are currently impacted by spread compression significant

increase in interest rates could also adversely impact household balance sheets This could result in credit deterioration which might negatively

impact our financial results particularly in some of our Personal Commercial Banking businesses For further details on economic and market

factors which may impact ourfinancial performance refer to the Personal CommerciaL Banking and Wealth Management sections

Capital Markets and Investor Treasury Services would be negatively impacted if global capital markets deteriorate resulting in lower client

volumes and trading volatility In Wealth Management weaker investor confidence and weaker market conditions would lead to lower average

fee-based client assets and transaction volumes Worsening of financial and credit market conditions may adversely affect our ability to access

capital markets on favourable terms and could negatively affect our liquidity resulting in increased funding costs and lower transaction volumes

in Capital Markets and Investor Treasury Services For further details on economic and market factors which may impact our financial

performance refer to the Wealth Management Investor Treasury Services and Capital Markets sections

High levels of Canadian household debt

Growing Canadian household debt levels and elevated housing prices are resulting in increasing vulnerability to external risk factors Growth

in consumer debt has been driven by rising housing prices and high debt levels could amplify the effect ofan external shock to the Canadian

economy When interest rates start increasing the debt service capacity of Canadian consumers will be negatively impacted This will be more

challenging for consumers with floating rate debt or impending mortgage renewals The combination of increasing unemployment rising interest

rates and downturn in real estate markets would pose risk to the credit quality of our retail lending portfolio We actively manage our lending

portfolios and stress test them against various scenarios Our stress testing shows that the vast majority of our mortgage clients have sufficient

capacity to absorb interest rate increases in the ranges currently forecast For further discussion relating to our retail portfolio refer to the Credit

risk section
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Cybersecurity

Given our retiance on digital technologies to conduct our operations and grow digital interconnectedness around the globe we are increasingly

exposed to risks related to cybersecurity and cyber incidents Such incidents may include unauthorized access to our digital systems for

purposes of misappropriating assets gaining access to sensitive information corrupting data or causing operational disruption Although our

computer systems continue to be subject to cyber attacks we have not previously experienced material breach of cybersecurity Such an event

could compromise our confidential information as welt as that of our clients and third parties with whom we interact with and may result in

negative consequences including remediation costs loss of revenue additional regulatory scrutiny litigation and reputational damage We

continue to focus on enhancing technologies processes and practices designed to protect our networks systems computers and data from

attack damage or unauthorized access We will continue to actively monitor developments reviewing best practices and implementing

additional controls to mitigate losses from these risks

Risk framework

Risk Appetite

Our Risk Appetite is the amount and type of risk we are able and willing to accept in the pursuit of our business objectives Our Risk Appetite

Framework has four major components as illustrated below

Risk Capacity

Rgu1atoiyCotitralMs

Drivers Self-Imposed Constmlnts

The framework provides structured approach to

Define our Risk Capacity by identifying regulatory constraints that restrict our ability to accept risk

Establish and regularly confirm our Risk Appetite comprised of Drivers that are the business objectives which include risks we must accept

to generate desired financial returns and Self-Imposed Constraints that limit or otherwise influence the amount of risk undertaken Our

Selflmposed Constraints include

maintaining AA rating or better

ensuring capital adequacy by maintaining capital ratios in excess of rating agency and regulatory thresholds

maintaining low exposure to stress events

maintaining stability of earnings

ensuring sound management of liquidity and funding risk

maintaining sound management of regulatory compliance risk and operational risk and

maintaining Risk Profile that is no riskier than that of our average peer

Set Risk Limits and Tolerances to ensure that risk taking activities are within Risk Appetite

Regularly measure and evaluate our Risk Profile representing the risks we are exposed to relative to our Risk Appetite and ensure

appropriate action is taken prior to Risk Profile surpassing Risk Appetite

The Risk Appetite Framework is structured in such way that it can be applied at the enterprise business segment business unit and legal

entity levels Risk Appetite is integrated into our business strategies and capital plan As part of strategic planning each business segments

Risk Posture is assessed to anticipate the impact of strategic priorities and growth objectives on Risk Profile We also ensure that the business

strategy aligns with the enterprise and business segment level Risk Appetite

Risk management principles

The following principles guide our enterprise-wide management of risk

Effective balancing of risk and reward by aligning Risk Appetite with business strategy diversifying risk pricing appropriately for risk

mitigating risk through preventive and detective controls and transferring risk to third parties

Shared responsibility for risk management as business segments are responsible for active management of their risks with direction and

oversight provided by GRM and other corporate functions groups

Business decisions are based on an understanding of risk as we perform rigorous assessment of risks in relationships products trans

actions and other business activities

Avoid activities that are not consistent with our Values Code of Conduct or Policies which contributes to the protection of our reputation

Proper focus on clients reduces our risks by knowing our clients and ensuring that all products and transactions are suitable for and

understood by our clients

Use of judgment and common sense in order to manage risk throughout the organization
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Risk governance

Our overall risk governance structure shown below illustrates our Three Lines of Defence governance model

BOARD OF DIRECTORS

Lisk Commltteej
Audit

Commifteej Policy Committee Committee

Corporate Governance Resources

Group Executive Group Risk Committee

and Senior Management Risk Committees

First Line of Defence Second Line of Defence Third Line of Defence

Risk Owners Risk Oversight Independent Assurance

Business and support Risk Management Primarily provided by

functions embedded in Functions Global internal audit

the business Compliance and
Independent

Accountable for
Corporate Support areas

assurance to

Identification

Establish risk management and the

management practices Board of Directors on

Assessment and provide risk the effectiveness of

Mitigation and
guidance risk management

Re ortin of risk
Independent oversight of practices

against approved
risk management

policies and appetite
practices

Monitor risk levels and

independently report

The Board of Directors provides oversight and carries out its risk management mandate primarily through its committees which include the Risk

Committee the Audit Committee the Corporate Governance Public Policy Committee and the Human Resources Committee The Board of

Directors has responsibility for approving our Risk Appetite

The purpose of the Risk Committee is to oversee our risk management program The Risk Committees oversight role is designed to ensure

that the risk management function is adequately independent from the businesses whose activities it reviews and that the policies procedures

and controls used by management are sufficient to keep risks within our risk framework and appetite

The Audit Committee also has risk oversight role through its responsibilities to review our internal controls and the control environment

and to ensure that policies related to capital management and adequacy are in place and effective The Audit Committee regularly reviews

reporting on legal and regulatory compliance risks including significant litigation issues and regulatory compliance matters

In addition the following board committees have specific reputation risk oversight responsibilities

Corporate Governance Public Policy Committee monitors the effectiveness of our corporate governance reviews policies and programs

reviews our efforts to understand and meet changing public values and expectations and identifies assesses and advises management on

public affairs issues related to our image and reputation

Human Resources Committee along with the Risk Committee is jointly responsible for our Code of Conduct and actively oversees the

design and operation of our compensation system

The Group Executive GE is comprised of our senior management team and is led by the President and Chief Executive Officer CEO GE is

responsible for our strategy and its execution and establishing the tone at the top The GE actively shapes and recommends our Risk Appetite

for approval by the Risk Committee of the board The GEs risk oversight role is executed primarily through the mandate of the Group Risk

Committee GRC GRC with the assistance of its supporting senior management risk committees is responsible for ensuring that our overall Risk

Profile is consistent with our strategic objectives and Risk Appetite and there is ongoing appropriate and effective risk management processes

The First Line of Defence is provided by the business as well as support functions embedded in the business The First Line of Defence has

ownership and accountability for

Risk identification assessment mitigation control and reporting in accordance with established enterprise risk policies and

Alignment of business and operational strategies with corporate risk culture and Risk Appetite

The Second Line of Defence is provided by functions with independent oversight accountabilities such as GRM Global Compliance and

other corporate support areas The Second Line of Defence

Establishes the enterprise level risk management frameworks and policies and provides risk guidance

Provides oversight of the effectiveness of First Line risk management practices and

Monitors and independently reports on the level of risk against established appetite

The Chief Risk Officer and GRM have overall responsibility for promoting our risk culture monitoring our Risk Profile relative to our Risk Appetite

and maintaining our enterprise-wide program for identifying measuring controlling and reporting the significant risks that we face The Chief

Compliance Officer and Global Compliance are responsible for our policies and processes designed to mitigate and manage regulatory

compliance risk Corporate Treasury manages and oversees our capital position structural interest rate risk and liquidity and funding risks
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The Third Line of Defence is primarily provided by internal audit The Third Line of Defence provides independent assurance to senior

management and the Board of Directors on the effectiveness of risk management policies processes and practices in alt areas of our

organization

The roles of the various stakeholders in our enterprise risk management program are described further in the discussion of specific risks in

the following pages

Risk measurement

Our ability to measure risks is key component of our enterprise-wide risk and capital management processes Certain measurement method

ologies are common to number of risk types while others only apply to single risk type While quantitative risk measurement is important

we also place reliance on qualitative factors Our measurement modets and techniques are continually subject to independent assessment for

appropriateness and reliability For those risk types that are difficult to quantify we place greater emphasis on qualitative risk factors and

assessment of activities to gauge the overatt level of risk to ensure that they are within our Risk Appetite

Quantifying expected loss

Expected loss represents tosses that are statistically expected to occur in the normal course of business in given period of time For credit risk

the key parameters used to measure our exposure to expected loss are probability of default loss given default and exposure at defautt For

market risk statistical technique known as Value-at-Risk CVaR is used to measure losses under normal market conditions

Quantifying unexpected loss and economic capital

Unexpected loss is statisticat estimate of the amount by which actual losses can exceed expected loss over specified time horizon measured

at specified level of confidence We hold economic capital to withstand these unexpected losses should they occur For further information

refer to the Capital management section

Stress testing as risk measurement technique

Stress testing is risk measurement technique that examines the potential effects on an organizations financial condition resulting from

adverse economic liquidity credit and/or financial market developments Stress testing supports overall risk management capital adequacy

assessment processes and recovery and resolution ptanning

Our enterprise-wide stress testing program utilizes stress scenarios featuring range of seventies based on exceptional but plausible

adverse events These stress scenarios are evaluated across the organization and results are integrated to develop an enterprise-wide view of

the impacts on our financial resutts and capital requirements The exercise involves various teams including GRM Corporate Treasury Finance

and Economics Scenarios may include events such as severe recession real estate downturns crisis in critical countries or geographies and

sovereign debt crisis

Enterprise-wide stress testing outcomes are reviewed by senior management and the Board of Directors and are used to enhance our

understanding of our Risk Profile and its alignment with our Risk Appetite and to support strategic decision making including planning Resutts

are explicitly incorporated into our Internal Capital Adequacy Assessment Process ICAAP and Capitat Plan This process ensures we are

adequately capitalized given our Risk Profile

In addition to the enterprise-wide program we engage in broad range of stress testing activities that are specific to particutar line of

business portfolio or risk type including market risk liquidity risk structural interest rate risk retail and wholesale credit risk and insurance

risk Test results may be used in variety of decision-making processes including making adjustments to risk limits portfolio composition or

business implementation strategies

Validation of measurement models

We widely use models for many purposes including validation of financial products and the measurement and management of different types of

risk Models are subject to validation by qualified employees that are sufficiently independent of model design and development or by approved

external parties Model validation is comprehensive independent review of model that checks the applicability of the models logic its

assumptions and theoretical underpinnings the appropriateness of input data sources and provides an interpretation of the model results and

the strategic use of the model outputs By reviewing and evaluating models assumptions as well as its limitations initial and ongoing model

validation help ensure the model incorporates current market developments and industry trends Our model validation process is designed to

ensure that all underlying model risk factors are identified and successfully mitigated

Risk control

Our enterprise-wide risk management approach is supported by comprehensive set of risk controls The controls are anchored by our Enter

prise Risk Management and Risk.Specific Frameworks These frameworks lay the foundation for the development and communication of policies

establishment of formal risk review and approval processes and the establishment of delegated authorities and limits The implementation of

robust risk controls enables the optimization of risk and return on both portfolio and transactional basis

Our risk management frameworks and policies are organized into the following five levels

Level Enterprise Risk Management Framework provides an overview of our enterprise-wide program for identifying measuring controlling and

reporting on the significant risks we face The Risk Appetite Framework underpins this framework

Level Risk-Specific Frameworks elaborate on each specific risk type and the mechanisms for identifying measuring monitoring and reporting

of risks key policies and roles and responsibilities

Level Enterprise Risk Policies articulate minimum requirements within which businesses and employees must operate

Level Multi-risk Enterprise Risk Policies govern activities such as product risk review and approval stress testing risk limits risk approval

authorities and model risk management

Level Business Segments and Corporate Support Specific Policies and Procedures are established to manage the risks that are unique to

their operations

Risk review and approval processes

Risk review and approval processes are established by GRM based on the nature size and complexity of the risk involved In general the risk

review and approval process involves formal review and approval by an individual group or committee that is independent from the originator

The approval responsibilities are governed by delegated authorities based on the following categories transactions structured credit projects

and initiatives and new products and services
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Authorities and limits

The Risk Committee of the Board of Directors delegates credit market and insurance risk authorities to the President and CEO and CR0 These

delegated authorities allow these officers to approve single name geographic country and region and industry sector exposures within defined

parameters to reduce concentration risk establish underwriting and inventory limits for trading and investment banking activities and set market

risk tolerances

The Board of Directors also delegates liquidity risk authorities to the President and CEO Chief Administrative Officer and Chief Financial

Officer and the CR0 These limits act as key risk control designed to ensure that reliable and cost-effective sources of cash are available to

satisfy our current and prospective commitments

Reporting

Enterprise level risk monitoring and reporting are critical components of our enterprise risk management program and support the
ability

of

senior management and the Board of Directors to effectively perform their risk management and oversight responsibilities On quarterly basis

we provide to senior management and the Board of Directors the Enterprise Risk Report which includes comprehensive review of our Risk

Profile relative to our Risk Appetite and focuses on range of risks we face along with analysis of the related issues and trends In addition to our

regular risk monitoring other risk specific presentations are provided to and discussed with senior management and the Board of Directors on

emerging risk issues or significant changes in our level of risk

The shaded texts along with the tables specifically marked with an asterisk in the following sections of the MDA represent our disclosures

on credit market and liquidity and funding risks in accordance with IFRS Fmancial Instruments Disclosures and include discussion on how

we measure our risks and the objectives policies and methodologies for managing these risks Therefore these shaded texts and tables

represent an integral part of our 2012 Annual Consolidated Financial Statements for the years ended October 31 2012 and October 31 2011

Credit risk

Credit risk is the nsk of loss associated with an obligors potential inability or unwillingness to fulfill their contractual obligations Credit risk

may arise directly from the risk of default of primary obligor e.g issuer debtor counterparty borrower or policyholder or indirectly from

secondary obligor e.g guarantor or reinsurer

The failure to effectively manage credit risk across all our products services and activities can have direct immediate and material impact

on our earnings and reputation

We balance our risk and return by

Ensuring credit quality is not compromised for growth

Diversifying credit risks in transactions relationships and portfolios

Using our credit risk rating and scoring systems or other approved credit risk assessment or rating methodologies policies and tools

Pricing appropriately for the credit risk taken

Applying consistent credit risk exposure measurements

Mitigating credit risk through preventive and detective controls

Transferring credit risk to third parties where appropriate through approved credit risk mitigation techniques including hedging

activities and insurance coverage

Ongoing credit risk monitoring and administration

Risk measurement

We quantify credit risk at both the individual obligor and portfolio levels to manage expected credit losses and minimize unexpected losses

in order to limit eamings volatility

We employ different risk measurement processes for our wholesale and retail credit portfolios The whotesale portfolio comprises

businesses sovereigns public sector entities banks and other financial institutions and certain individuals and small businesses that are

managed on an individual client basis The retail portfolio is comprised of residential mortgages and personal credit card and small business

loans which are managed on pooled basis Credit risk rating systems are designed to assess and quantify the risk inherent in credit

activities in an accurate and consistent manner

In measuring credit risk and setting regulatory capital under Baset II two principal approaches are available Advanced Internal Ratings

Based AIRB and Standardized Most of our credit risk exposure is measured under the AIRB Approach

Economic capital which is our internal quantification of risks is used extensively for performance measurement limit setting and internal

capital adequacy

The key parameters that form the basis of our credit risk measures for both regulatory and economic capital are

Probability of default PD An estimated percentage that represents the likelihood of default within one-year period of an obligor for

specific rating grade or for particular pool of exposure

Exposure at default EAD An amount expected to be owed by an obtigor at the time of default

Loss given default LGD An estimated percentage of EAD that is not expected to be recovered during the collections and recovery

process

These parameters are determined based on historical experience from internal credit risk rating systems in accordance with supervisory

standards and are independently validated and updated on regular basis

Under the Standardized Approach used primarily for RBC Investor Services and our Caribbean and U.S banking operations risk weights

prescribed by OSFI are used to calculate risk-weighted assets RWA for credit risk exposure
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Wholesale credit portfolio

Thewholesate credit risk rating system is designed to measure the credit risk inherent in our wholesale lending actMdes atongtwo

dimenMons

First each obligor Is assigned borrower risk rating BRR reflecting an assessment of the credit quality of the obligor Each Bl has

P1 asslgne4 to it The BRR difi erentlates the rlktness of abiigor.s and represents our evaluation of the obilgors lltyanllflgp.pte

meet itscoptractuat ojtigatlons dunng adverse or stressed business conditions troughs rn the business cycle econqmk dowitwor
unexpected events that may occur The assignment of BRRs is based on the evaluation of obligors business risk and financial rIsk based

fundamental credit analysis supplemented by quantitative models

Our rating system is largely consistent with that of external rating agencies The following table maps our 22-grade internal risk ratings

compared to ratings by externat rating agencies

Internal ratings map Table 38

Standard Moodys Investors

Ratings Poors SP Service Moodys Description

lto4 AAAtoAA- AaatoAa3

to to A- Al to A3 Investment Grade

to 10 BBB to BBB- Baal to Baa3

lltol3 BBtoBB- BaltoBa3
Non-investment

14to16 BtoB- BltoB3 Grade

17to20 CCCtoCC CaaltoCa

21 to 22 to Bankruptcy to Bankruptcy Impaired/Default

Secqndeachcredlt facilityls assigned an LGD rate LGD rates are largely driven by factors such as seniority of debt collateral security

tähit typE the Industry sector in which the obligor operates and market environment

EAD Is estimated basd on the current exposure to the obligor and the possible future changes of that exposure driven by factors such

as credit qualityof theobtor and type of credit commitment

Thitse ratings and risk meaSurements are used In the determination of our expected tosses and unexpected losses asweLa$eOeomIc

and ngpLaio capital setting orrisk limits portfolio management and product pricing

Retail credit portfolio

Credit scoring is the primary risk rating system for assessing obilgor and transaction risk for retail exposures.CredltscaresaIoflh

decision $tegIes are emplayed Iii the acquisition of new clients acquisition and management of exIsting cflensOrehoua$
Crltedausedto pool exposrtes for risk quantification include behavioural score product type moitgages cted cads1lflesedlt

and instalment Ioan collateral type chattel liquid assets and real estate loan to value and the delinquencystleuS Mtfer$$

delinquent and default of the exposure Regular monitoring and periodic adjustments and alignments are conducted to ensure that this

process provides fora meaningful differentiation of risk Migration between the pools is considered when assessing credit
quIity

The pools are also assessed based on credit risk parameters PD EAD and LGD which consider borrower and transaction chdttIstks

Igjouralcred1tsccje product type and delinquency status The LGD is estimated based on transaction $lfic fcts
Including product loan to value and collateral types Our risk ratings are reviewed and updated on regular basis

The following table maps PD bands to various risk levels

Internal ratings map Table 39

PD bands Description

0.0% 1.0% Low Risk

1.1% 6.4% Medium Risk

6.5% 99.99% High Risk

100.00% Impaired/Default

Risk control

The Board of Directors and its committees GE GRC and other senior management risk committees work together to ensure

Framewoandsuppoitlflgpalldes processes and procedures exist to manage credit lisk and approve related credft4 lMilt$Rptsare

dlstrlbutedto the Board of Dlreótos GRC and senior executives to keep them infoimed of our Risk Ptoflle 4ndudlagesndIi4fleed

sftcrlsMssusanstdttSM exposures to ensure appropriate actions can be taken where necessary Ourpfl4ttordIt
risk policies set out the minimuM requirements forthe management of credit risk wt avariety of bonnwer tcsactiontardpdftMo

management contexts

Credit policies are an integral component of our Credit Risk Management Framework and set out the minimum requirements for the

management of credit risk as follows

Credit risk assessment

Mandatory use of credit risk rating and scoring systems

Consistent credit risk assessment criteria

Standard content requirements in credit application documents
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Credit risk mitigation

Structuring of transactions

Specific credit policies and procedures set out the requirements for structuring transactions Risk mitigants include the use of guaran

tees senlonty loan to-value requirements and covenants Product specific guidelines set out appropriate product structuring as welt as

client and guarantor criteria The third patty guarantors that we deal with are pnmanty sovereign sponsored agencies

Collateral

We often require obilgors to pledge collateral as security when we advance tredit The extent of risk mitigation provided by collateral

depends on the amount type and quality of the collateral taken Specific requirements relating to collateral valuation and management

are documented in our credit risk management poilcies

Credit derivatives

Used as toot to mitigate industry sector concentration and single name exposure Fora moredetaited description of the types of credit

derivatives we enter intoand how we manage related credit risks refEr to Note9ofour2olZMnuai Consolidated FinanJStatements

Product approval

Proposals for credit products and services are cemnwhensivolvrevlewed and approved under risk aSsessment framework

Credit portfolio management

Limits are used to ensure our portfolio is welt divetified reduce concentration risk and remain within our Risk Appetite limits are

reviewed on regular basis taking into account the business economic financial and regulatory environments

Our credit limits are established at the following levels single name limits notional and economic capital underwriting risk limits

geographic country and region limits industry sector limits notional and economic capital and product and portibilo limits where

deemed necessary

Our credit risk objectives policies and methodologies have not changed materially from 2011

Gtoss credit risk exposure

Gross credit risk exposure is calculated based on the definitions provided under the Basel framework Under this method risk exposure is

calculated before taking into account an collateral and Inclusive of an estimate of potential ftrturechangetto that credItxposure Gross

credit risk Is categoried Into 4endIngrelated and other and tradingieIated

Lending-related and other Includes

Loans and acceptances outstanding undrawn commitments and other exposures Including contingent liabilities-such as letters of credit

and guarantees AFS debt seturltles and dEposits with financial institutions Undrawn commitments represent an estimate of the

contractual amount that maybe drawn upon at the time of defailt of an obliger

Trading-related credit Includes

Repo-style transactions Include repurchase and reverse repurchase agreements and securities lending and borrowing transactions For

repo style transactions grass exposure represents the amount at which securities-were initially financed before taking into account

collateral

Over the counter OTC derivatives gross exposure amount represents the credit equIvalent amount which is defined by OSFI as the

replacement cost plus an amount for potential future credit exposure
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t88dMg4eedandoth.r ladlng-teld Lending-related and other Trading-related

Millions of Undnawn Repo-style counter Total Undrawn

Canadian dollars Outstanding coamlnSnts Other tnanaectlons dexivetiveeCi exposwe2l Outstanding commitments Other

Over-the-

Reps-style counter Total

transactions derivatives exposure

Residential

mortgages 198324 194324 190303 13 190325

Personal 86697 70274 39 157010 85227 75314 49 160590

Credit cards 13661 18036 31697 13151 27079 40230

Small business Z503 3933 40 6.476 2481 4168 42 6691

Retail 3O195 92343 79 .5 393507 291162 106574 100 397836

Business

Agriculture 5202 659 29 29 5919 4990 609 26 19 5644

Automotive 3585 3219 240 546 7590 3344 2500 176 380 6400

Consumer goods 5437 3310 467 224 9633 6064 3053 504 179 9800

Energy 8802 17229 2762 29 1598 30420 6487 14363 2484 36 1688 25058

Non-bank

financial

services 3895 6954 11149 124925 6051 252974 2103 6100 10371 88900 7383 114857

Forest products 811 798 97 11 1317 775 437 102 19 1333

Industrial

products 3938 2727 292 197 7154 3930 2399 314 157 6800

Mining metals 965 2430 681 91 113 4480 1152 1880 667 114 109 3922

Real estate

related 20650 4531 1366 337 26884 19851 3376 1055 320 24602

Technology

media 4203 4922 242 359 9728 3034 3294 175 335 425 7263

Transportation

environment 5221 2515 1069 976 9181 5145 2131 1151 613 9040

Other 20554 8575 7.183 25807 3964 66683 21034 7226 5965 15030 5235 54490

Sovereign 4.1$ 5026 33021 20130 7868 70238 4050 3606 28475 10474 9392 55997

Bank
--

990 406 66878 85164 21868 1.75306 1324 398 52656 75582 32043 162003

Wholesale 88442 63301 126076 256148 44141 574107 83283 51372 104121 190471 57962 487209

Total exposure 389626 155544 $126255 256148 44141 971614 374445 157946 104221 190471 57962 885045

This table represents an integral part of our 2012 Annual Consolidated Financial Statements

Credit equivalent amount after factoring in master netting agreements Derivative exposure is measured at fair value

Gross credit risk exposure is before allowance for loan losses and represents consolidated combined continuing and discontinued operations Exposure under Basel II asset classes of

qualifying revolving retail and other retail are largely included within Personal and Credit cards while home equity lines of credit are included in Personal

Home equitylines of credit reported primarily in Canadian Bankingcomprised $44 billion or 51% of ouroutstunding personal loan portfolio us at October 31 2012 2011 $41 billion or

48% More than 97% of home equity lines of credit 2011 95% are secured by first lien on real estate Of the clients thut have home equity lines of credit less than 7% 2011 7% pay

the scheduled interest payment only

Refer to Note of our 2012 Annual Consolidated Financial Statements for the definition of these terms

2012 vs 2011

Total gross credit risk exposure increased $87 billion or bob from the prior year largely reflecting an increase related to repo-style transactions

and the acquisition of the remaining 50% stake in RBC Dexia

Retail exposure decreased $4 billion or 1% largely driven by the implementation of updated risk parameters for undrawn commitments

reflecting recent credit experience and the sale of our U.S regional retail banking operations partially offset by strong volume growth in

Canadian residential mortgages The use of guarantees and collateral represents an integral part of our credit risk mitigation in our retail

portfolio Insured mortgages accounted for 42% of our residential mortgage portfolio as at October 31 2012 unchanged from the prior year

Secured personal lending represented 5S% of personal loans outstanding as at October 31 2012 compared to 56% in the prioryear

Wholesale exposure increased $91 billion or 19% largely due to an increase in repo-style transactions resulting from higher client activity

and new business activity and the acquisition of the remaining 50% stake in RBC Dexia Other exposure increased by $22 billion or 21%

primarily related to an increase in guarantees to banks provided in relation to our securities lending business mainly due to the acquisition of

RBC Dexia Wholesale loans and acceptances outstanding increased by $5 billion or 6% with the largest increases in the energy non-bank

financial services and technology media sectors Undrawn commitments increased by $12 billion or 23% with the largest increase in the

energy sector Loan utilization is at 37% decrease from 4O% in the prior year due to an increase in undrawn commitments

Gross excluding allowance for loan losses credit risk exposure by geography Table 41

81691

92056

65329

17072

9820 611690

10157 169692

19941 139793

4223 50439

Total

exposure

561269

147324

129212

47240

Gross excluding allowance for loan losses credit risk exposure by portfolio and sector Table 40

2012 2011

Over-the
Loans and acceptances

Millions of Cunadian dollars

Lending-related and other

Loans and acceptances

2012

Canada

U.S

Europe

Other International

Trading-related

Undrawn

Outstanding commitments

346834 117797 55548

20219 28172 19088

10679 7705 36139

11894 1870 15.380

2011

Over-the

Repo-style counter Total

Other transactions derIvatives exposure

Total exposure 389626 155544 $126155 256148 44141 971614 885045

This table represents an integral part of our 2012 Annual Consoliduted Financial Statements

Credit equivalent amount after factoring in master netting agreements Derivative exposure is measured at fair value

Gross credit risk
exposure

is before allowance for loan losses and represents consolidated combined continuing and discontinued operations Exposure under Basel II asset classes of

qualifying revolving retail and other retail are largely included within Personal and Credit cards while home equity lines of credit are included in Personal

Geographic profile is based on country of residence of the borrower
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2012 vs 2011

The geographic mix of our gross credit risk exposure did not change significantly from the prior year with Canada U.S Europe and Other

International reflecting 63% 18% 14% and 5% of our exposure respectively The increase of $87 billion in our gross credit exposure reflected

higher exposure in Canada U.S Europe and Other International of $51 billion $22 billion $11 billion and $3 billion respectively The increase

in Canada largely related to increases in loans and acceptances outstanding repo-style transactions and higher guarantee exposures related to

our securities lending business The increase in the U.S was mainly due to repo-style transactions partially offset by reduction in loans and

acceptances outstanding targely reflecting the sale of our U.S regional retail banking operations The increase in Europe mainly reflected higher

guarantee exposures in our investor services business and repo-styte transactions

European exposure
Table 42

____________________________
2012

_____
2011

Loans and acceptances Other

Letters of Over-the- Total

Undrawn credit and Repo-style counter European

exposure

Total

European

exposure

129212

Mittions of Canadian dollars Outstanding commients Securities guarantçes transactions derivatives

Gross exposure to Europe 10679 7105 16063 20076 65329 19941 139793

Less Collateral held

against repo-style

transactions 63887 63887 58379

Potential future

credit exposure

add-on amount 10536 10536 18329

Undrawn

commitments 7705 20076 27781 15616

Gross drawn exposure

to Europe 10679 16063 1442 9405 37589 36888

Less Collateral applied

against

derivatives 6495 6495 5461

Add Trading securities 11742 11742 11826

Net exposure to Europe 10679 27805 1442 2910 42836 43253

Comprised of undrawn commitments of $5.8 billion to corporate entities $1.5 billion to financial entities and $0.4 billion to sovereign entities On coantry basis exposare
is comprised of

$3.3 billion to U.K $1.7 billion to France $0.6 billion to Germany $139 million to Ireland $98 million to Spain with the remaisisg$1.9 billion related to OtherEurope Of the undrawn

commitments over 90% are to investment grade entities

Securities include $11.7 billion of trading securities 2011 $11.8 billion $9.3 billion of deposits 2011 $10.4 billion and $6.8 billion of AFS securities 2011 $9.5 billion

Derivative exposures are measared at lair value

Based on our interpretation of gross funded exposures as reported by certain U.S banks which excludes undrawn commitments potential future credit exposure amount and collateral

Excludes $0.6 billion 2011 $1.5 billion of exposures to supranational agencies

Excludes $1.9 billion 2011 $1.4 billion of
exposures

to trade credit reinsurance

As noted above our gross credit risk exposure is calculated based on the definitions provided under the Basel II framework whereby risk

exposure is calculated before taking into account any collateral and inclusive of an estimate of potential future changes to that credit exposure

On that basis our total European exposure as at October 31 2012 was $140 billion Our gross drawn exposure to Europe was $38 billion after

taking into account collateral held against repo-style transactions of $64 billion letters of credit and guarantees and undrawn commitments for

loans of $28 billion and potential future credit exposure to OTC derivatives of $10 billion Our net exposure to Europe was $43 billion after

taking into account $7 billion of collateral primarily in cash we hold against OTC derivatives and the addition of trading securities of $12 billion

held in our trading book Our net exposure to Europe also reflected $0.2 billion of mitigation through credit default swaps which are largely used

to hedge single name exposures and market risk
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Net European exposure Table 43

2012 vs 2011

Net credit risk exposure to Europe did not change significantly as reductions primarily related to securities were largely offset by the acquisition

of the remaining 500/c stake in RBC Dexia

With respect to country exposure our net exposure to peripheral Europe including Greece Ireland Italy Portugal and Spain remained

minimal with total outstanding exposure of $1 billion as at October 31 2012 unchanged from the prior year This exposure was predominantly

investment grade with limited direct sovereign exposure Our net exposure to larger European countries including the U.K Germany and France

primarily relate to our capital markets wealth management and investor services businesses particularly in fixed income treasury services

derivatives and corporate and individual lending These are client-driven businesses where we transact with range of European financial

institutions corporations and individuals In addition we engage in primary dealer activities in number of jurisdictions including the U.K

Germany and France where we participate in auctions of government debt and act as market maker and provide Liquidity to clients Exposures

to other European countries are Largely related to securities which include deposits trading securities and AFS securities The increase in our

exposure to Luxembourg is largely due to increased deposits primarily related to the acquisition of the remaining 50% stake in RBC Dexia

Securities consisted of $12 billion in trading securities $9 billion in deposits and $7 billion in AFS securities Ourtrading securities are

related to both client market making activities and our funding and liquidity management needs All of our trading securities are marked-to-

market on daily basis Deposits primarily included deposits with central banks or financial institutions and also included deposits related to

ourwealth management business in the Channel Islands AFS securities largely comprised of Organization of Economic Co-operation and

Development government and corporate debt Our European corporate loan book is run on global basis and the underwriting standards for this

loan book reflect the same conservative approach to the use of our balance sheet as we have applied in both Canada and the U.S The portfolio

quality of this loan book remains sound and we had minimal credit losses of $34 million on this portfolio for the year ended October 31 2012

The PCL on impaired loans as percentage of average net loans and acceptances ratio and GIL ratio of this loan book were both at 0.39%

Net European exposure by client type Table 44

2012 2011

TotaL

Mu
U.K

Canachan Germany Total Other Total Total

dollars U.K Germany France France Greece Ireland Italy Portugal Spain Peripheral Europe Europe Europe

Financials 5140 4679 2180 11999 147 44 $116 308 9637 21944 27256

Sovereign 433 1327 815 2575 64 34 247 345 6523 9443 7150

Corporate 6096 809 791 7696 14 287 79 440 820 2933 11449 8847

Total 11669 6815 3786 22270 14 498 157 $803 1473 19093 42836 43253

Geographic profile is based on country of risk which reflects oar assessment of the geographic risk associated with given exposure Typically this is the residence of the borrower

Millions of Canadian dollars

U.K

Germany

France

2012

Loans Repo-style

outstanding Securities transactions

6469 3036

411 5779

537 2865

Over-the-

counter

derivatives

981

189

77

Total

1183

436

307

2011

Total

15339

6918

4189

26446

11669

6815

3786

22270Total U.K Germany France 7417 11680 1247 1926

Greece 14 14 13

Ireland 195 165 27 111 498 456

Italy 48 92 17 157 241

Portugal 28

Spain 393 386 12 12 803 701

Total Peripheral 636 657 39 141 1473 1439

Luxembourg 905 5911 84 6900 2086

Netherlands 112 2804 361 3283 3789

Norway 156 1449 27 1632 921

Sweden 1265 61 45 1371 2260

Switzerland 652 2478 70 33 3233 2787

Other 801 1561 19 293 2674 3525

TotaLOtherEurope 2626 15468 156 843 19093 15368

Total exposure to Europe 10679 27805 1442 2910 42836 43253

Securities include $11.7 billion of trading securities 2011 $11.8 bitlion $9.3 billion of deposits 2011 $10.4 billion and $6.8 billion of AFS securities 2011 $9.5 billion

Derivalive exposure is measured at fair value

Gross credit risk exposure to peripheral Europe is comprised of $rrilto Greece 2011 $nil Ireland $3.8 billion 2011 $3.4 billion Italy $0.2 billion 2011 $0.6 billion Portugal

$0.1 billion 2011 $0.1 billion and Spain $1.1 billion 2011 $1.2 billion

Excludes $0.6 billion 2011 $1.5 billion of exposures to supra-riational agencies

Geographic profile is based on country of risk which reflects our assessment of the geographic risk associated with given exposure Typically this is the residence of the borrower
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The following table presents our major credit ratings and outlooks as at November 28 2012

Credit ratings Table 52

As at November 28 2012

Short-term debt Senior long-term debt Outlook

Moodys P-I Aa3 stable

Standard Poors A-I AA- negative

Fitch Ratings FI AA stable

Dominion Bond Rating Services R-lhigh AA stable

Credit ratings are not recommendations to purchase selt or hold financial obligation inasmuch as they do not

comment on market price or suitability for particular investor Ratings are determined by the rating agencies based

on criteria established from time to time by them and are subject to revision or withdrawal at any time by the rating

organization

Deposit profile

We continued to focus on aggressively building our core deposit base in Canada

Our personal deposit franchise constitutes our principal source of reliable funding while certain commercial and institutional client groups

also maintain relational balances with low volatility profiles Taken together these clients represent highly stable supply of core deposits in

most conceivable environments as they typically are less responsive to market developments than transactional lenders and investors due to the

impact of deposit insurance and extensive and at times exclusive relationships with us Core deposits consisting of our own statistically

derived estimates of the highly stable portions of all of our relational personal commercial and institutional balances demand notice and fixed-

term together with wholesale funds maturing beyond one year have increased by 2O% during the year and represent 68% of our total deposits

up from 62% last year The increase of 20% largely reflected the impact of our adoption of IFRS which resulted in securitized assets and

associated liabilities that were previously off-balance sheet being recorded on balance sheet The remaining increase in core deposits of 4%

partially reflected the acquisition of the remaining 50% stake in RBC Dexia

During 2012 we continued to experience more favourable wholesale funding access and pricing compared to global peers RBC issued the

first SEC-registered covered bond in September 2012

Term funding sources Table 53

IFRS

Millions of Canadian dollars 2012 2011 2010

Unsecured long-term funding 59661 56523 56008

Secured long-term funding 50321 46165 36676

Commercial mortgage-backed securities sold 1434 1531 1705

Subordinated debentures 7416 8429 7323

118832 112648 101712

This table represents an integral part of our 2012 Annual Consolidated Financial Statements

Secured long-term funding includes credit card receivables financed through notes issued by vecuritization special purpose entity

SPE covered bonds and secured borrowing that relates to NHA MBS transferred to SPE

During 2012 we continued to expand our long-term funding base by selectively issuing either directly or through our subsidiaries

$30.1 billion of term funding in various currencies and markets Total long-term funding outstanding increased by $6.2 billion There is no

outstanding senior debt containing ratings triggers

Other liquidity and funding sources

We use residential mortgage and credit card receivable-backed securitization programs as alternative sources of funding and for liquidity and

asset/liability management purposes We hold retained interests in our residential mortgage and credit card securitization programs Our total

outstanding mortgage backed securities sold increased year over year by $2.1 billion Our credit card receivables which are financed through

notes issued by securitization special purpose entity increased year over year by $3.3 billion For further details refer to the Off-balance sheet

arrangements section

Contractual obligations

In the normal course of business we enter into contracts that may give rise to commitments of future minimum payments that would affect our

liquidity Depending on the nature of these commitments the obligation may be recorded on- or off-balance sheet The following table provides

summary of our potential future funding commitments for these contractual obtigations Details of contractual maturities and commitments to

extend funds form an important source of information for the management of liquidity risk since it is used among other purposes as the basis

for modelling behavioural balance sheet based on effective maturities and estimates for extension of funds as discussed above in the Risk

Measurement section
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Contractual obligations Table 54

As at Octobet 31 2012

On WIthin to to Over

demand year years years years Total

Financial liabilities

Deposits 237109 136778 73722 39326 19902 506837

Other

Acceptances 5198 1907 2167 113 9385

Obtigations related to securities sold short 40756 40756

Obligations related to assets sold under repurchase agreements

and securities loaned 64032 64032

Other liabilities 1876 32596 869 117 3465 38923

Subordinated debentures 199 7217 7416

Trust capital securities 900 900

238985 279360 77597 41610 30697 668249

Off balance sheet items

Financialguarantees2 11406 2965 291 20 14683

Operating leases 688 1246 856 1258 4048

Commitments to extend credit 128239 170 128409

139645 3823 1537 876 1259 147140

Total financial liabilities and off balance-sheet items 378630 283183 79134 42486 31956 815389

As at October 31 2011

On Within to to Over

demand year years years years Total

Financial liabilities

Deposits 209826 128837 78614 42097 18173 477547

Other

Acceptances 4756 1717 1149 67 7689

Obligations related to securities sold short 44284 44284

Obligations related to assets sold under repurchase agreements

and securities loaned 42752 42752

Other liabilities 1627 31454 649 72 3655 37457

Subordinated debentures 200 8229 8429

Trust capital securities 894 894

211453 252083 81874 43518 30124 619052

Off balance sheet items

Financial guarantees 9000 3042 96 12139

Operating leases 586 924 629 1027 3166

Cornmftments to extend credit 100326 159 100485

109326 3787 1020 630 1027 115790

Total financial liabilities and off balance-sheet items 320779 255870 82894 44148 31151 734842

As at November 2010

On Within to to Over

demand year years years years Total

Financial liabilities

Deposits 196674 140940 71526 40624 17134 466898

Other

Acceptances 4547 2552 217 55 7371

Obligations related to securities sold short 46597 46597

Obligations related to assets sold under repurchase agreements

and securities loaned 36006 36006

Other liabilities 1465 32035 502 40 2536 36578

Subordinated debentures 199 7124 7323

Trust capital securities 727 900 1627

198139 260852 74580 41980 26849 602400

Off balance sheet items

Financial guarantees 8506 2971 118 15 11617

Operating leases 616 969 691 1124 3400

Commitments to extend credit 80620 213 80833

89126 3800 1087 706 1131 95850

Total financial liabilities and off balance-sheet items 287265 264652 75667 42686 27980 698250

This table represents an integral part of our 2012 Annual Consolidated Financial Statements

major portion of relationship-based deposits are repayable on demand or at short notice on contractual basis while in practice these customer balances form core base as explained

in the preceding Deposit Profile section for our operations and liquidity needs

We believe that it is highly unlikety that all or substantially all of these guarantees and commitments will be drawn or settled within one year and contracts may expire without being drawn or

settled The management of the tiquidity risk associated with potential extensions of funds is outlined in the preceding Contingency liquidity risk ection
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Operational risk

Operationat risk is the risk of loss or harm resutting from inadequate or failed internal processes people and systems or from external events

Operational risk is embedded in all our activities including the practices and controls used to manage other risks Failure to manage

operational risk can result in direct or indirect financial loss reputational impact regulatory censure or failure in the management of other risks

such as credit or market risk

We have put in place an Operational Risk Framework which is founded on the principles of our Enterprise Risk Management Framework and

sets out the elements that support these principles with respect to the management of operational risk This framework is dynamic articulating

our strategy regarding management measurement and reporting of operational risk Its foundation is the Three Lines of Defence risk governance

model as responsibility for risk management is shared across the organization This model encompasses the practices requirements roles and

responsibilities for fully comprehensive coordinated enterprise-wide approach for the management of operational risk

Operational risk is difficult to measure in complete and precise manner given that exposure to operational risk is often implicit bundled

with other risks or otherwise not taken on intentionally In the banking industry measurement tools and methodologies continue to evolve The

two options available to us under Basel II are the Advanced Measurement Approach and the Standardized Approach We continue to adopt the

Standardized Approach for operational risk and expect to implement the Advanced Measurement Approach in 2013

Operational risk is managed through our infrastructure controls systems and people complemented by central groups focusing on

enterprise-wide management of specific operational risks such as fraud privacy outsourcing and business disruption as well as people and

systems risks Specific programs policies standards and methodologies have been developed to support the management of Operational risk

These programs are Risk and Control Assessment and monitoring of business environment and control factors with Key Risk indicators

ii Operational Risk Event data collection and analysis iii External Event Industry loss analysis and iv Scenario Analysis

Legal and regulatory compliance risk

Legal and regulatory compliance risk is the risk of potential non-conformance with laws rules regulations prescribed practices or ethical

standards in any jurisdiction in which we operate Issues regarding compliance with laws and regulations can arise in number of areas in

large complex financial institution like us and are often the result of inadequate or failed internal processes people or systems

Laws and regulations are in place to protect the financial and other interests of our clients investors and the public Changes to laws

including tax laws regulations or regulatory policies as well as the changes in how they are interpreted implemented or enforced could

adversely affect us for example by lowering barriers to entry in the businesses in which we operate or increasing our costs of compliance

Further there is no assurance that we always will be or will be deemed to be in compliance with laws regulations or regulatory policies

Accordingly it is possible that we could receive judicial or regulatory judgment or decision that results in fines damages and other costs or

injunctions or loss of licenses or registrations that would damage our reputation and negatively impact our earnings In addition we are subject

to litigation arising in the ordinary course of our business and the adverse resolution of any litigation
could have material adverse effect on our

results or could give rise to significant reputational damage which in turn could impact our future business prospects

Compliance has developed an internal risk management framework the Regulatory Compliance Management Framework consistent with

regulatory expectations from OSFI and other regulators The framework is designed to manage and mitigate the risks associated with failing to

comply with or adapt to current and changing laws and regulations in the jurisdictions in which we operate Within the framework there are five

elements that form cycle by which all regulatory compliance risk management programs are developed implemented and maintained The first

element ensures our regulatory compliance programs evolve alongside our business activities and operations The second element ensures

regulatory compliance risks are identified and assessed appropriately so regulatory compliance programs are designed in manner to most

effectively meet regulatory requirements The third element relates to the design and implementation of specific controls The fourth element

ensures appropriate monitoring and oversight of the effectiveness of the controls Lastly the fifth element ensures the timely escalation and

resolution of issues and clear and transparent reporting This is critical step in enabling senior management and the Board of Directors to

effectively perform their management and oversight responsibilities

We have strong ethical culture of compliance grounded in our Code of Conduct The Code of Conduct broadly addresses variety of ethical

and legal concerns that face our employees on daily basis We regularly review and update the Code of Conduct to ensure that it continues to

meet the expectations of regulators and other stakeholders All our employees must reconfirm their understanding of and commitment to comply

with the Code of Conduct at least every two years and employees in certain key roles such as GE members and others in financial oversight

roles must do so annually

Our Code of Conduct is supported by number of global and regional compliance policies training programs online tools job aids and

new employee orientation materials as well as direction of senior management We also have several other core ethics and compliance courses

that apply across the organization to significant number of businesses globally including but not limited to anti-money laundering and anti-

terrorist financing anti-bribery and anti-corruption and privacy and information risk management

Insurance risk

Insurance risk refers to the potential financial loss that may arise where the amount timing and/or frequency of benefit payments under

insurance contracts is different than expected Insurance risk does not include other risks covered by other parts of our risk management

framework e.g credit market and operational risk where those risks are ancillary to the risk transfer

We have put in place an Insurance Risk Framework designed to identify manage and report on the insurance risks that face the

organization Insurance risk is managed through our infrastructure systems controls and monitoring Specific risk management policies

methodologies and programs have been developed to support the management of risk including delegated risk approval authorities and limits

product risk review and approval process and experience study analysis

Reputation risk

Reputation risk is the risk that an activity undertaken by an organization or its representatives will impair its image in the community or lower

public confidence in it resulting in the loss of business legal action or increased regulatory oversight

Reputation risk can arise from number of events and primarily occurs in connection with credit risk regulatory legal and operational risks

Operational failures and non-compliance with laws and regulations can have significant reputational impact on us
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We have put in place Reputation risk framework which provides an overview of our approach to the management of this risk It focuses on

our organizationat responsibilities and controls in place to mitigate reputation risks

The following principles guide our management of reputation risk

We must operate with integrity at all times in order to sustain strong and positive reputation

Protecting our reputation is the responsibility of all our employees including senior management and extends to all members of the Board

of Directors

Strategic risk

Strategic risk is the risk that the enterprise or particular business areas will make inappropriate strategic choices or will be unable to success

fully implement selected strategies or related plans and decisions

Responsibility for selecting and successfully implementing business strategies is mandated to the individual heads of the businesses

Oversight of strategic risk is the responsibility of the heads of the business segments the Enterprise Strategy Office GE and the Board of

Directors Management of strategic risk is supported by the Enterprise Strategy Group through the use of an enterprise strategy framework

Overview of other risks

In addition to the risks described in the Risk Management section there are other risk factors described below which may adversely affect our

businesses and financial results The following discussion is not exhaustive as other factors could also adversely affect our results

Government fiscal monetary and other policies

Our businesses and earnings are affected by the fiscal monetary or other policies that are adopted by the Bank of Canada and various other

Canadian regulatory authorities the Board of Governors of the Federal Reserve System in the U.S and other U.S government authorities as well

as those adopted by international regulatory authorities and agencies in jurisdictions in which we operate As well such policies can adversely

affect our clients and counterparties in Canada the United States and internationally which may increase the risk of default by such clients and

counterparties

Level of competition

The competition for clients among financial services companies in the markets in which we operate is intense Client loyalty and retention can be

influenced by number of factors including new technology used or services offered by our competitors relative service levels the prices and

attributes of our products or services our reputation and actions taken by our competitors Other financial services companies such as

insurance companies and non-financial companies are increasingly offering services traditionally provided by banks Such competition could

also reduce net interest income fee revenue and adversely affect our earnings

Ability to attract and to retain employees

Competition for qualified employees is intense within the financial services industry and from non-financial industries looking to recruit

Although our goal is to retain and attract qualified employees there is no assurance that we will be able to do so

Accuracy and completeness of information on clients and counterparties

When deciding to extend credit or enter into other transactions with clients and counterparties we may rely on information provided by or on

behalf of clients and counterparties including audited financial statements and other financial information We also may rely on representations

of clients and counterparties as to the completeness and accuracy of that information Our financial results could be adversely impacted if the

financial statements and other financial information relating to clients and counterparties on whom we rely do not comply with GAAP or are

materially misleading

Development and integration of our distribution networks

Although we regularly explore opportunities to expand our distribution networks either through acquisitions or organically by adding for

example new bank branches insurance offices online savings accounts and ATM5 in high-growth receptive markets if we are not able to

develop or integrate these distribution networks effectively our results of operations and financial condition may be negatively affected

Environmental risk

Environmental risk is the risk of loss to financial operational or reputational value resulting from the impact of environmental issues It arises

from our business activities and our operations For example the environmental issues associated with our clients purchase and sale of

contaminated property or development of large-scale projects may give rise to credit and reputation risk Operational and legal risks may arise

from environmental issues at our branches offices or data processing centers

Corporate Environmental Affairs CEA sets enterprise-wide policy requirements for the identification assessment control monitoring and

reporting of environmental risk Oversight is provided by GE and the CGPPC of the Board of Directors Business segments and Corporate

Functions are responsible for incorporating environmental risk management requirements and controls within their operations The CEA Group

also provides advisory services and support to business segments on the management of specific environmental risks in business transactions

Periodically we verify that our environmental risk management policies and processes are operating as intended On an annual basis and

more frequently as required environmental risk management activities issues and trends are reported to GE and to the CGPPC of the Board of

Directors Failure to adequately manage environmental risk could adversely impact our results and/or significantly impact our reputation

We report on the full extent of environmental management annually in the Corporate Responsibility Report and Public Accountability

Statements

Other factors

Other factors that may affect actual results include changes in government trade policy changes in accounting standards including their effect

on our accounting policies estimates and judgements the timely and successful development of new products and services our ability to cross

sell more products to customers technological changes and our reliance on third parties to provide components of our business infrastructure

the failure of third parties to comply with their obligations to us and our affiliates as such obligations relate to the handling of personal

information fraud by internal or external parties the possible impact on our business from disease or illness that affects local national or global

economies disruptions to public infrastructure including transportation communication power and water international conflicts and other

political developments including those relating to the war on terrorism and our success in anticipating and managing the associated risks
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We caution that the foregoing discussion of risk factors many of which are beyond our control is not exhaustive and other factors could

also adversely affect our results Forward-looking statements in this document include but are not limited to statements relating to our financial

performance objectives our vision and strategic goals the Economic market and regulatory review and outlook for the Canadian U.S and

European economies the outlook and priorities for each of our business segments and in our Liquidity and funding risk section When relying on

our forward-Looking statements to make decisions with respect to us investors and others should carefully consider the foregoing factors and

the other factors discussed in the Risk Management section other uncertainties and potential events and other industry- and bank-specific

factors that may adversely affect our future results and the market valuation placed on our common shares Unless required by law we do not

undertake to update any forward-looking statement whether written or oral that may be made from time to time by us or on our behalf

Capital management

We actively manage our capital to maintain strong capital ratios and high ratings while providing strong returns to our shareholders We consider

the regulators requirements the expectation of rating agencies depositors and shareholders as well as our business plans stress tests peer

comparisons and our internal capital ratio targets Our goal is to optimize our capital usage and structure and provide support for our business

segments and clients and better returns for our shareholders while protecting depositors and senior creditors

Capital management framework

Our capital management framework provides the policies and processes for defining measuring raising and investing all types of capital in

co-ordinated and consistent manner We manage and monitor capital from several perspectives including regulatory capital economic capital

and subsidiary capital

Within our capital management framework we have an internal capital adequacy assessment process ICAAP that sets internal capital

targets and defines strategies for achieving those targets consistent with our risk appetite business plans and operating environment

As part of this process we have implemented program of enterprise-wide stress testing to evaluate the income and capital economic and

regulatory impacts of several potential stress events This exercise involves various teams including GRM Corporate Treasury Finance and

Economics Results are key input into our capital planning process and are used in setting appropriate internal capital targets

The Board of Directors is responsible forthe ultimate oversight of capital management includingthe annual review and approval of our

Capital Plan and ICAAP The Audit Committee is responsible for the governance of capital management which includes approval of capital

management policies regular review of our capital position and management processes approval of ICAAP as well as ongoing review of internal

controls over financial reporting

The Asset and
Liability Committee ALCO and Group Executive GE share management oversight responsibility for capital management and

receive regular reports detailing compliance with established limits and guidelines

Basel II

The top corporate entity to which Basel II applies at the consolidated level is Royal Bank of Canada

Under Basel II banks select from among alternative approaches to calculate their minimum regulatory capital required to underpin credit

market and operational risks

Effective November 2007 we adopted the Basel II Advanced Internal Ratings Based AIRB approach to calculate credit risk capital for

consolidated regulatory reporting purposes While the majority of our credit risk exposures are reported under the Basel
II AIRB Approach for

regulatory capital purposes certain portfolios considered non-material from consolidated perspective continue to use the Basel II Standardized

Approach for credit risk for example our Caribbean banking operations For consolidated regulatory reporting of operational risk capital we

continue to use the Standardized Approach For consolidated regulatory reporting of market risk capital we use both Internal Models-based and

Standardized Approaches

Commencing the first quarter of 2012 OSFI implemented changes to the market risk framework as outlined in the Basel Committee on

Banking Supervision BCBS Revisions to the Base I/market risk framework July 2009 OSFI also implemented capital requirements for

securitization transactions as outlined in the BCBS Enhancements to the Base/I/framework July 2009 These regulatory capital changes

commonly referred to as Basel 2.5 contributed to higher RWA and lower capital ratios

Also effective the first quarter of 2012 was the application of the Basel
Il 50% Tier and 50% Tier capital deduction for investments in

insurance entities that have been held since prior to January 2007 As Basel
II transition measure OSFI delayed the implementation of this

rule change until 2012 and prior to this change had allowed banks to deduct investments in insurance from Tier capital only

Basel III

Following the revisions to the Basel II market risk framework in 2009 the BCBS issued Base III global reguatoryframeworkfor more resilient

banks and banking systems in December 2010 with the objective of promoting financial stability and sustainable economic growth The Basel

III capital rules which aim to raise the quality consistency and transparency of the capital base across banks strengthen the risk coverage of

the capital framework limit the build up of excessive leverage and reduce procyclicality in the banking sector will be phased in over the period

from 2013 to 2019 The BCBS also released non-viability contingent capital NVCC requirements in January2011 to ensure loss absorbency of

regulatory capital instruments at the point of non-viability In addition the BCBS issued the frameworks for dealing with global systemically

important banks G-SIBs in November 2011 and domestic systemically important banks D-SIB5 in October 2012 with an effort to limit

unintended consequences on the global/domestic financial systems and economies associated with systemic banking institutions

To provide Basel Ill implementation guidance OSFI published the draft revised version of Capita/Adequacy Requirements CAR Guide

lines in August 2012 where it sets the all-in Common Equity Tier CETI ratio at 45% minimum but is expecting Canadian banks to meet

the all-in target CET1 ratio of at least 7% by the first quarter of 2013 In addition OSFI expects banks to meet the all-in target Tier capital

ratio of 8.5% and Total capital ratio of 10.5% by the first quarter of 2014 The all-in methodology is defined as capital calculated to include all

regulatory adjustments that will be required by 2019 but retaining the phase-out rules for non-qualifying capital instruments OSFI also issued an

advisory on NVCC in August 2011 that outlines NVCC principles and requirements which become effective the first quarter of 2013

We expect the Basel Ill rules will result in lower CET1 capital and higher RWA as compared to Basel II As at October 31 2012 our estimated

pro-forma Basel Ill CEll ratio on an all-in basis would be approximately 8.4% We will meet the all-in target Tier and Total capital ratios

requirements under Basel Ill for the first quarter of 2014 Our pro-forma estimations assume full implementation of Basel III 2019 capital

requirements while the current non-qualifying Tier and Tier capital instruments are included in total regulatory capital and phased out over

ten-year period starting in 2013
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The following table provides summary of OSFI regulatory target ratios under Basel III
and our proforma ratios as at October 31 2012

Basel III Proforma ratios Table 55

Basel Ill

Capital Ratios

Proforma

as of

October 31
2012

Compared to Basel II our pro-forma Basel Ill CET1 capital as at October 31 2012 would be lower by approximately $2 billion primarily reflecting

full deduction of intangibles defined benefit pension fund assets and other adjustments which would reduce the CEll capital ratio by

approximately 80bps based on our current estimates Our pro-forma Basel Ill RWA as of October 31 2012 would increase by approximately $43

billion mainly reflecting higher counterparty credit risk RWA and risk weighting of securitization exposures which would lower the CEll ratio by

approximately 130 basis points

Impact of Basel III on Common Equity Tier Ratio

RWA Impacts October31 2012

Proforma Basel III

The following provides discussion on our Basel II regulatory capital RWA and capital ratios on consolidated basis

Basel II regulatory capital risk-weighted assets RWA and capital ratios TabLe 56

IFRS Canadian GAAP

2012
As at October31 Millions of Canadian dollars except percentage and rnaltiple amounts 2011

Capital

Tier capital 36807 35713

Total capital 42347 41021

Risk-weighted assets

Credit risk $209559 205182

Market risk 30109 21346

Operational risk 40941 40283

Transitional adjustment prescribed by OSFI 969

Total risk-weighted assets $280609 267780

Capital ratios and multiples

Tier capital ratio 13.1% l3.3%

Total capital ratio 15.1% 15.3%

Assets-to-capital multiple 16.7X 16.IX

Gross-adjusted assets billions 7408 684.6

Tier common ratio 10.5% 10.6%

Transitional adjustment as prescribed by OSFI Capital Adequacy Requirements guideline Section 1.7 For further details refer to Note 32

of our 2012 Annual Consolidated Financial Statements

As part of the IFR5 transition torthe Assets-to-capital multiple ACM calculation Gross-adjusted assets GAA excludes mortgages sec

uritized through the CMHC program up to and including March 31 2010 as approved by OSFI

Tier common ratio does not have standardized meaning under GAAP and may not be comparable to similar measures disclosed by

other financial institutions For further details refer to the Key performance and non-GAAP measures section

Basel II regulatory capital and capital ratios

Capital levels for Canadian banks are regulated pursuant to guidelines issued by OSFI based on standards issued by the Bank for International

Settlements Regulatory capital is allocated into two tiers Tier and Tier Tier capital is comprised of high quality capital and is core

measure of banks financial strength It consists of more permanent components of capital is free of mandatory fixed charges against earnings

and has subordinate legal position to the rights of depositors and other creditors of the financial institution Tier capital is composed of

supplementary capital instruments that contribute to the overall strength of financial institution as going concern Total capital is defined as

the sum of these two tiers The components of Tier and Tier capital are listed in Table 57 For further details on the terms and conditions of

the various capital components refer to the Selected share data section and Notes 20 21 and 22 of our 2012 Annual Consolidated Financial

Statements

OSFI regulatory targets under Basel III

Capital

Minimum Conservation

Buffer

Minimum including

Capital

Conservation Buffer

Common Equity Tier 4.5% 2.5% 7.0% 8.4% 2013

Tier capital 6.0% 2.5% 8.5% 10.7% 2014

Total capital 8.0% 2.5% 10.5% 13.1% 2014

OSFI target

requirements

as of

-80 bps

-130 bps

8.4%

October31 2012 capital Impacts

Basel II
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Regulatory capitat ratios are calculated by dividing Tier and Total capital by RWA OSFI formally establishes risk-based capital targets for

deposit-taking institutions in Canada These targets are Tier capital ratio greater than or equal to 7% and Total capital ratio of greater than or

equal to 10% Canadian banks are also required to ensure that their assets-to-capital multiple which is calculated by dividing gross adjusted

assets by Total capital does not exceed maximum level prescribed by OSFI

Baset II Regulatory Capital Table 57

IFRS Canadian GAAP

2012

$14354

n.a

24270

444

30
195

7485
52

448
1562

306

Basel II
Tier Capital Ratio

2011

13977

212

24282

n.a

47
1663

7703
101
517
67
72
10

2012 vs 2011

Our capital position remained strong throughout the year and our capital ratios remain well above OSFI regulatory targets

As at October 31 2012 ourTier capital ratio was 13.1% and ourTotal capital ratio was 15.1%

OurTier capital ratio was down 20 bps from last year largely due to higher RWA partially offset by an increase in Tier capital

Tier capital was up $1094 million largely due to internal capital generation partially offset by higher Tier deduction for investments in

insurance entities compared to last year and the phase-in of the transition impact of IFRS

OurTotal capital ratio was down 20 bps from last year largely due to higher RWA partially offset by the increase in Total capital

As at October31 Mitlions of Canadian dollars except percentage and multipte amounts

Tier common and Tier regulatory capital

Common shares

Contributed surplus ji

Retained earnings

Adjustment for transition to IFRS

Net after tax fair value losses arising from changes in institutions own

credit risk

Foreign currency translation adjustments

Net after-tax unrealized loss on available-for-sale equity securities

Goodwill

Substantial investments

Securitization-related deductions

Investment in insurance subsidiaries

Expected loss in excess of allowance AIRB Approach

Other

Total Tier common 29379 28291

Non-cumulative preferred shares 4814 4810

Innovative Capital Instruments 2580 2582

Other non-controlling interests in subsidiaries 34 30

Total Tier regulatory capital 36807 35713

Tier regulatory capital

Permanent subordinated debentures 809 837

Non-permanent subordinated debentures 6686 6832

Innovative Capital Instruments excess over 15% of Tier

Excess of non-cumulative preferred shares

Net after-tax unrealized gain on available-for-sale equity securities 221 11

Trust subordinated notes 1027

Allowance against non-impaired loans 191 430

Excess allowance re IRB Approach

Substantial investments 52 101
Investment in insurance subsidiaries 1561 31 54

Securitization-related deductions 449 490
Expected loss in excess of allowance AIRB approach 305 72
Other

Total Tier regulatory capital 5540 5308

Total regulatory capital $42347 41021

Under IFRS we record items related to Contributed surplus directly to Retained earnings

Subordinated debentures that are within five years of maturity are subject to straight-line amortization to zero daring their remaining

term and accordingly are included at their amortized value

15%
13.1% 13.3% 13.0% 13.0%

2012 2011 2010 2009 200B
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Totat capital was up $1326 million mainly due to internal capital generation partially offset by the phase-in of IFRS and the redemption of

$1 billion of Innovative Tier capital instruments Trust Subordinated Notes Series in the second quarter of 2012

As at October 31 2012 our Assets-to-capital multiple was 16.7 times compared to 16.1 times year ago largely due to higher gross

adjusted assets from business growth and the inclusion of the 100% ownership of RBC Investor Services partially offset by the sale of our US
regional retail operations and an increase in Total Capital

Basel II RWA

Under Basel II OSFI requires banks to meet minimum risk-based capital requirements for exposures to credit risk operational risk and where

they have significant trading activity market risk RWA is calculated for each of these risk types and added together to determine total RWA

Moreover as Basel II transitional arrangement OSFI requires the minimum risk-based capital to be no less than 90% of the capital require

ments as calculated underthe Basel standards If the capital requirement is less than 90% transitional adjustment to RWA must be applied

as prescribed by OSFI Capital Adequacy Requirements

Basel II Risk-weighted assets Table 58

Standardized Advanced

approach approachExposure Other Total Totat

Credit risk

Lending-related and other

Residential mortgages 173207 5% 978 7735 8713 6869

Other retail 199820 19% 2104 36529 38633 42429

Business 173652 58% 16509 83848 100357 92250

Sovereign 49355 7% 1324 1942 3266 1799

Bank 73314 7% 2169 2632 4801 4723

Total lending-related and other 669348 23% 23084 $132686 $155770 $148070

Trading-related

Repo-style transactions 256148 1% 78 2157 2235 2309

Over-the-counter derivatives 44141 27% 1221 10687 11908 15986

Total trading-related 300289 5% 1299 12844 14143 18295

Total lending-related and other and

trading-related 969637 18% 24383 $145530 $169913 166365

Bank book equities 1211 100% 1206 1206 1336

Securitization exposures 41664 16% 206 6378 6584 6951

Regulatory scaling factor n.a n.a n.a 9187 9187 7982

Other assets 36038 63% n.a n.a 22669 22669 22548

Total credit risk 1048550 20% 24589 $162301 22669 $209559 $205182

Market risk

Interest rate 4646 1901 6547 4358

Equity 482 1434 1916 1650

Foreign exchange 1634 70 1704 866

Commodities 833 11 844 896

Specific risk 5903 3792 9695 13576

Incremental risk charge 9403 9403

Total market risk 13498 16611 30109 21346

Operational risk 40941 n.a n.a 40941 $40283

Transitional Adjustment prescribed by OSFI $969
Total risk-weighted assets 1048550 79028 $178912 22669 $280609 267780

2012 vs 2011

During the year RWA increased by $12.8 billion mainly due to increases in wholesale and retail exposures the impact of Basel 2.5

implementation the inclusion of the 100% ownership of RBC Investor Services in the third quarter of 2012 partially offset by the sale of our U.S

regional retail operations which closed in the second quarter of 2012

As at October31 Millions of Canadian dollars except percentage

amount

Canadian

IFRS
___________

GAAP

Average

of risk

weights

2012
_______________________

2011

Risk-weighted assets

Total exposure represents exposure at default which is the expected gross exposure upon the default of an obligor This amount is before any allowance against impaired loans or partial

writeoffs and does not reflect the impact of credit risk mitigation and collateral held

Represents the average of counterparty risk weights within particular category
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The foltowing table provides our selected capital management activity for the year ended October 31 2012

Selected capital management activity Table 59

2012

Tier

Common shares issued

Dividend reinvestment plan DRIP 3752 187

Stock options exercised 3175 126

Tier

Redemption of April 30 2017 Trust Subordinated

Notes Series April30 2012 1000

The requirements of our DRIP were satisfied through treasury shares for the first three quarters of 2012 and through open market share

purchases for the last quarter of 2012

Amounts include cash received for stock options exercised during the period and the fair vaiae adjustments to stock options

For further details refer to Note 21 of oar 2012 Annual Consolidated Financial Statements

As at October31 Millions of Canadian dollars

except number of amounts

Issuance or Number of

redemption date shares 000s Amount

Dividends

Our common share dividend policy reflects our earnings outlook payout ratio objective and the need to maintain adequate levels of capital to

fund business opportunities Our dividend payout ratio target is 40% to 50% In 2012 on continuing operations basis our dividend payout

ratio was 45% which met our dividend payout ratio target The dividend payout ratio on consolidated basis was 46% down from 49% in 2011

In the second quarter of 2012 we increased our common share dividend by cents per share or 6% to $0.57 per share and in the fourth quarter

of 2012 we further increased our common share dividend by cents per share or 5% to $0.60 per share Common share dividends paid during

the yearwere $3.3 billion

Selected share data 11
Table 60

2G12 2011 2010

Numberof Dividends Numberof Dividends Numberof Dividends

Millions of Canadian dollars except numberof
shares declared shares declared shares declared

shares 0005 Amount pershare 000s Amount per share 000s Amount per share

1.23

1.11

1.18

1.15

1.13

1.13

111

1.13

1.41

1.25

1.40

1.56

1.56

1.56

Common shares outstanding 1445303 $14323 2.28 1438376 $14010 2.08 1424922 $13378 2.00

First preferred shares outstanding

Non-cumulative Series 12000 300 12000 300 1.23 12000 300 1.23

Non-cumulative Series AA 12000 300 12000 300 1.11 12000 300 1.11

Non-cumulative Series AB 12000 300 12000 300 1.18 12000 300 1.18

Non-cumulativeSeriesAC 8000 200 8000 200 1.15 8000 200 1.15

Non-cumulative Series AD 10000 250 10000 250 1.13 10000 250 1.13

Non-cumulative Series AE 20000 250 10000 250 1.13 10000 250 1.13

Non-cumulativeSeriesAF 8000 200 8000 200 1.11 8000 200 1.11

Non-cumulative Series AG 10000 250 10000 250 1.13 10000 250 1.13

Non-cumulative Series AR 8500 213 8500 213 1.41 8500 213 1.41

Non-cumulative Series AJ 16.000 400 16000 400 1.25 16000 400 1.25

Non-cumulativeSeriesAL3 12000 300 12000 300 1.40 12000 300 1.40

Non-cumulative Series AN 9000 225 9000 225 1.56 9000 225 1.56

Non-cumulative Series AP 11000 275 11000 275 1.56 11000 275 1.56

Non-cumulative Series AR 14000 350 14000 350 1.56 14000 350 1.56

Non-cumulative Series AT 11000 275 1.56 11000 275 1.56

Non-cumulative Series AV 16000 400 1.56 16000 400 1.56

Non-cumulative Series AX 13000 325 1.53 13000 325 1.53

Treasurysharespreferred 86
Treasury shares common 146 1719 81
Exchangeable shares of

RBC PHN Holdings Inc 6750 324

Stock options

Outstanding 12304 14413 15659

Exercisable 6544 8688 10170

Dividends

Common 3291 2979 2843

Preferred 258 258 258

11000 275 1.56

16000 400 1.56

13000 325 1.53421
543 30

For farther details about oar capital management activity refer to Note 22 of our Annual Consolidated Financial Statements

Effective February 24 2010 we have the right to convert into common shares at our option subject to certain restrictions

Dividend rate will reset every five years

On May 22011 we exercised oar call right on the Class exchangeable shares of RBC PHN Holdings Inc and issued RBC common shares in exchange

On October 26 2012 we announced that the Toronto Stock Exchange approved our normal course issuer bid NCIB to purchase up to

30 million of our common shares Purchases were permitted to commence on November 2012 and may continue until October 31 2013

Purchases may be made through the Toronto Stock Exchange as well as through other designated exchanges and published markets in both

Canada and the U.S The price paid for any repurchased shares will be the prevailing market price at the time of acquisition We determine the

amount and timing of the purchases under the NCIB subject to prior consultation with OSFI As at November 23 2012 we have not purchased

any shares under the NCIB

Managements Discussion and Analysis Royal Bank of Canada Annual Report 2012 73



As at November 23 2012 the number of outstanding common shares and stock options was 1445335492 and 12271263 respectivety

As at November 23 2012 the number of Treasury shares preferred and Treasury shares common was 26105 and 913862 respectivety

Attributed capital

Effective the first quarter of 2012 we prospectively revised our capital attocation methodotogy to further align our allocation processes with

evolving increased regulatory capital requirements For further details referto the How we measure and report our business segments section

Our attributed capital methodotogy is based on the alignment of Economic Capital to Basel Ill Regulatory requirements where Economic

Capital is our internal quantification of risks associated with business activities which is the capital required to remain solvent under extreme

market conditions reflecting our objective to maintain debt rating of at least AA The aligned Economic and Regulatory capital is attributed to

each business segment in proportion to managements assessment of the risks It allows for comparable performance measurements among our

business segments through ROE as described in the Key performance and non-GAAP measures section and also aids senior management in

determining resource allocation in conjunction with other factors

Attributed capital is also used to assess the adequacy of our capital base Our policy is to maintain level of available capital defined as

common equity and other capital instruments with equity-like permanence and loss absorption features such as preferred shares and Innovative

Tier instruments that exceed Economic capital with comfortable cushion

Attributed capital is calculated and attributed on wider array of risks than those for Basel II Pillar regulatory capital which is calibrated

predominantly to target credit market trading and operational risk measures Economic capital is calculated based on credit market trading

and non-trading operational business and fixed asset and insurance risks and includes capital attribution for goodwill and other intangibles

The common risks between the two frameworks are aligned to reflect increased regulatory requirements

Business risk is the risk of loss or harm due to variances in volumes prices and costs caused by competitive forces regulatory changes

reputation and strategic risks

Fixed asset risk is defined as the risk that the value of fixed assets will be less than their book value at future date

For further discussion on credit market operational and insurance risks referto the Risk management section

The calculation and attribution of attributed capital involves number of assumptions and judgments by management which are monitored

to ensure that the economic capital framework remains comprehensive and consistent The models are benchmarked to leading industry

practices via participation in surveys reviews of methodologies and ongoing interaction with external risk management industry professionals

The following provides discussion of our attributed capital from continuing operations

Attributed capital TabLe 61

FRS

Millions of Canadian dollars
2012 2011

Credit risk 9550 7800

Market risk trading and non-trading 3800 3200

Operational risk 3750 3400

Business and fixed asset risk 2750 2400

Insurance risk 450 400

Goodwill and intangibles 9800 9450

Regulatory capital allocation 4100 2400

Attributed capital $34200 29050

Under attribution of capital 2550 750

Average common equity from discontinued operations 400 2800

Average common equity $37150 32600

2012 vs 2011

Attributed capital increased $5.2 billion largely due to an increase in credit risk as the result of business growth higher market risk operational

risk and business and fixed asset risk due to an increase in revenue growth higher allocation of capital to align with regulatory capital also

contributed to the increase Goodwill and intangibles risk increased due to the acquisition of the remaining 50% stake in RBC Dexia These

factors were partially offset by the sale of our U.S regional retail operations on March 2012

We remain well capitalized with current levels of available capital exceeding the attributed capital required to underpin all of our material

risks Unattributed capital increased from the prior year as we consider the potential additional capital requirements by OSFI for D-SIB

Subsidiary capital

Our capital management framework includes the management of our subsidiary capital We invest capital across the enterprise to meet local

regulators capital adequacy requirements and maximize returns to our shareholders We invest in our subsidiaries as appropriate during the

year We set guidelines for defining capital investments in our subsidiaries and manage the relationship between capital invested in subsidiaries

and our consolidated capital base to ensure that we can access capital recognized in our consolidated regulatory capital measurements

Each of our subsidiaries has responsibility for maintaining its compliance with local regulatory capital adequacy requirements which may

include restrictions on the transfer of assets in the form of cash dividends loans or advances Concurrently Corporate Treasury provides

centralized oversight and consolidated capital management across all subsidiary entities

Other considerations affecting capital

Capital treatment for equity investments in other entities is determined by combination of accounting and regulatory guidelines based on the

size or nature of the investment Three broad approaches apply as follows

Consolidation entities in which we have controlling interest are fully consolidated on our Consolidated Balance Sheets and joint ventures

are consolidated on pro rata basis

Deduction certain holdings are deducted in full from our regulatory capital These include all unconsolidated substantial investments as

defined by the BarikAct Canada as well as all investments in insurance subsidiaries

Risk weighting unconsolidated equity investments that are not deducted from capital are risk weighted at prescribed rate for determi

nation of capital charges
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Millions of Canadian dollars

Regulatory capital approach securitization exposures

For our securitization exposures we use an internal assessment approach IAA for exposures retated to our asset-backed commerciat paper

ABCP business and for other securitization exposures we use combination of approaches including ratings-based approach and the

standardized approach

While our IAA rating methodologies are based in large part on criteria that are published by External Credit Assessment Institutions ECAI5

such as SP and therefore are similar to the methodologies used by these institutions they are not identical Our ratings process includes

comparison of the available credit enhancement in securitization structure to stressed level of projected losses The stress level used is

determined by the desired risk profile of the transaction As result we stress the cash flows of given transaction at higher level in order to

achieve higher rating Conversely transactions that only pass lower stress levels achieve lower ratings

Most of the other securitization exposures non-ABCP carry external ratings and we use the lower of our own rating or the lowest external

rating for determining the proper capital allocation for these positions We periodically compare our own ratings to the ECAIs ratings to ensure

that the ratings provided by ECAIs are reasonable

Group risk management GRM has responsibility for providing risk assessments for capital purposes in respect of all our banking book

exposures GRM is independent of the business originating the securitization exposures and performs its own analysis sometimes in

conjunction with but always independent of the applicable business GRM has developed asset class specific criteria guidelines which provide

the rating methodologies for each asset class The guidelines are reviewed periodically and are subject to the ratings replication process

mandated by Pillar of Basel II rules

Regulatory capital approach for market risk Internal models-based approach

The following table shows VaR and stressed VaR for trading activities that have capital requirement under the Basel II internal models-based

approach for which we have been granted approval by OSFI Regulatory capital for market risk is allocated based on VaR and stressed VaR only

for those trading positions that have approval to use the internal models based approach

2012

For the year ended October31

As at

Oct.31 Average High

6$ 8$ 16$

19 19 24

13

32

Low Oct 31 Average High Low

16 28

12 22 27 41 19

15 19 24 15

14 23 30 52 21

VaR 21 19 26 14 26 36 49 22

Stressed VaR 36 34 45 23 n.a n.a n.a n.a

Equity

Foreign exchange

Commodities

Interest rate

Credit specific 11

Diversification 17 22

Incremental risk charge IRC

Effective in the first quarter of 2012 as part of the revisions to the Basel 2.5 framework we implemented market risk capital requirement based

on the IRC The IRC is supplemental market risk capital charge that is intended to capture the credit rating migration and default risk of held for

trading positions We calculate the IRC for all cash and credit derivative positions that attract models-based regulatory capital including

sovereign issuers The implementation of the IRC increased RWA and reduced capital ratios compared to the prior year

Incremental risk capital charge Table 63

2012

For the year ended October31

As at

Oct.31Millions of Canadian dollars Average High Low

Internal models-based approach 753 731 1022 517

Internal models-based approach Table 62

2011

As at

For the year ended October31
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Additional financial information

Exposures to selected financial instruments

Net exposure to U.S subprime and Alt-A through RMBS COOs and mortgages Table 64

2012 2011

COOs COOs

that may that may

contain contain

Subprime Alt-A subprime Subprime Alt-A subprime

As at October31 Millions of Canadian dollars
RMBS RMBS or Alt-A Total RMBS RMBS or Alt-A Total

Fair value of securities before hedging 467 119 17 $603 279 285 17 581

Fair value of securities net of hedging by rating

AAA 48$ 7$ 45$
AA 52 26 50 14

42 27 40

BBB 17 18 27

Below BBB- 308 88 17 177 159 17

Total 467 119 17 $603 279 285 17 581

Fair value of securities net of hedging by vintage

2003orbefore 11 23

2004 43 15 58 62

2005 149 48 17 157 82 17

2006 161 14 41 36

2007 and greater 106 31 98

Total 467 119 17 $603 279 285 17 581

Amortizedcostofsubprime/Alt-Amortgageswholeloans 46 53 161 664 825

Total subprime and Alt-A exposures net of hedging 474 165 17 $656 440 949 17 $1406

Sensitivities of fair value of securities net of hedging to changes in assumptions

lOObp increase in credit spread 14
lOObp increase in interest rates

20% increase in default rates 20
25% decrease in prepayment rates

Exposure to U.S subprime and Alt-A residential Mortgage-backed securities RMBS and Collateralized Debt Obligations CDOs and

mortgages

Certain activities and transactions we enter into expose us to the risk of default of U.S subprime and Alt-A residential mortgages Our net

exposures to U.S subprime and Alt-A residential mortgages represented 0.1% of ourtotal assets as at October 31 2012 compared to 0.2% in

the prior year due to the sale of our U.S regional retail banking operations which closed in the second quarter of 2012

2012 vs 2011

Our total holdings of RMBS may be exposed to U.S subprime risk As at October 31 2012 our U.S subprime RMBS exposure increased $188

million or 67% compared to the prior year primarily due to the purchase of certain securities reflecting anticipated improvements in the U.S

housing market Of the exposure over 30% of our related holdings are rated and above relatively unchanged from the prior year As at

October 31 2012 U.S subprime RMBS holdings rated AAA comprised of 10% of total U.S subprime RMBS holdings compared with 3% in the

prior year As at October 31 2012 our exposure to U.S subprime loans of $7 million decreased $1S4 million compared to the prior year

primarily reflecting the sale of our U.S regional retail banking operations which closed in the second quarter of 2012

Of our total holdings of RMBS holdings with fair value of $119 million may be exposed to U.S Alt-A risk U.S Alt-A exposures decreased

$166 million from the prior year mainly due to the sale of certain holdings during 2012 Approximately 38% of these RMBS were issued during

2006 and onwards compared to 47% in the prior year As at October31 2012 our exposure to U.S Alt-A loans of $46 million decreased

$618 million compared to the prioryear reflecting the sale of our U.S regional retail banking operations

Of our total holdings of CDOs holdings of $17 million may be exposed to U.S subprime or Alt-A risk which is unchanged from the prior

year As at October 31 2012 the fair value of our Corporate CDO5 which are predominately comprised of Corporate Collateralized Loan Obliga

tions of $2.1 billion decreased $0.2 billion compared to the prior year

Off-balance sheet arrangements

For our off-balance sheet arrangements including multi-seller conduits structured investment vehicles and other variable interest entities as at

October 31 2012 refer to the Off-balance sheet arrangements section

Leveraged finance

Leveraged finance comprises infrastructure finance essential services and other types of finance It excludes investment grade financing and

non-investment grade financing where there is no private equity sponsor involvement As at October 31 2012 our total commitments combined

funded and unfunded of $12.1 billion increased $6.0 billion compared to the prior year reflecting an increase in client volumes As at

October 31 2012 ourtotal commitments combined funded and unfunded represented 1.5% of ourtotal assets compared to 0.8% in the

prior year
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Commercial mortgage-backed securities disclosure

The fairvatue of our total direct holdings of commercial mortgage-backed securities was $120 million as at October 31 2012

Assets and liabilities measured at fair value

There were significant transfers in or out of levels or in the current year as classified by the fair value hierarchy set out in IFRS Financial

Instruments Disclosures

For further details refer to Note of our 2012 Annual Consolidated Financial Statements

Assets and liabilities measured at fair value Table 65

As at October31 2012

Millions of Canadian dollars except percentage amounts Fair value Level Level Level Total

Financial assets

Securities at FVTPL 120783 43% 56% 1% 100%

Available-for-sale 40302 17% 66% 17% 100%

Loans Wholesale 1232 0% 67% 33% 100%

Derivatives 123262 1% 98% 1% 100%

Other assets 705 56% 42% 2% 100%

Financial liabilities

Deposits 59027 0% 84% 16% 100%

Derivatives 128549 1% 96% 3% 100%

Fair value of assets and liabilities usa percentage of total assets and liabilities measured at fair value on recurring basis For categories

presented in the table above and does not reflect the impact of netting

Accounting and control matters

Critical accounting policies and estimates

Application of critical accounting policies and estimates

Our significant accounting policies are described in Note to our 2012 Annual Consolidated Financial Statements Certain of these policies as

well as estimates made by management in applying such policies are recognized as critical because they require us to make particularly

subjective or complex judgments about matters that are inherently uncertain and because of the likelihood that significantly different amounts

could be reported under different conditions or using different assumptions Our critical accounting policies and estimates relate to the fair value

of financial instruments allowance for credit losses goodwill and other intangible assets employee benefits special purpose entities

derecognition of financial assets and income taxes Our critical accounting policies and estimates have been reviewed and approved by our

Audit Committee in consultation with management as part of their review and approval of our significant accounting policies estimates and

judgments

Fair value of financial instruments

Financial instruments classified or designated as at FVTPL and AFS are measured at fair value Unrealized gains and losses on the instruments

classified or designated as at FVTPL are recorded as Trading revenue in Non-interest income and those of the AFS securities are included in

Other components of equity Changes in foreign exchange rates for AFS equity securities are recognized in Other components of equity while

changes in foreign exchange rates for AFS debt securities are recognized in Foreign exchange revenue other than trading in Non-interest income

For actively traded financial instruments including derivative instruments fair value is determined based on quoted market prices or readily

observable model input parameters that require minimal subjectivity For financial instruments with no active market fair values are determined

using valuation models that require the use of inputs which are either observable or unobservable Observable inputs to valuation models

include certain prices and rates for shorter dated G7 Canada U.S U.K Italy France Germany and Japan and non-G7 interest-rate-yield curves

currency rates and price and rate volatilities Unobservable inputs include certain prices and rates for longer dated G7 and non-G7 interest-rate-

yield curves prepayment rates credit spreads probability of defaults recovery rates equity volatility and correlations of probability of defaults

or baskets of common stock

Significant judgment is required in determining fair value for financial instruments where an active market does not exist The valuation

techniques input selected and models employed may not fully reflect the amount we expect to realize on sale Valuations are therefore

adjusted where appropriate to allow for additional factors including model risk liquidity risk and credit risk For models where unobservable

inputs are selected model and parameter valuation adjustments are made to reflect the valuation uncertainty in order to determine fair value

based on the assumptions that market participants would use in pricing the financial instrument For some securities that are not traded in an

active market we may record valuation adjustments for liquidity when we believe that the amount realized on sale may be less than the

estimated fair value due to insufficient liquidity in the market For our derivative portfolios credit valuation adjustments are made to account for

our own creditworthiness and that of our counterparties the current and potential future mark-to-market of the transactions and the effects of

credit mitigants such as master netting agreements and collateral agreements

In determining fair value management judgment is required in the selection and application of inputs and assumption in particular when

no market data is available Inputs and assumptions are determined by assessing historical data interpolation and proxy information gained

from transactions with similar risk profile

Our valuation methodologies and the calculation of valuation adjustments are reviewed by GRM and Finance on an ongoing basis to ensure

appropriateness of valuation methodologies All significant financial valuation models are also strictly controlled and regularly recalibrated and

vetted to provide an independent perspective
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IFRS requires us to classify our financial instruments measured at fair value into three levels based on the transparency of the inputs used

to measure the fair values of the instruments As at October 31 2012 we have $302 billion of financial assets 80.9% of our total financiat

assets at fair value 2011 $291 billion and 80.2% and $246 billion of financial liabilities 85.5% of our total financial liabilities at fair value

2011 $219 billion and 83.4% which fair values are based on observable inputs Level instruments We also have $10 billion of financial

assets 2.7% of our total financial assets at fair value 2011 $11 billion and 3.1% and $13 billion of financial liabilities 4.5% of our total

financial liabilities at fairvalue 2011 $10 billion and 3.9% which valuations include significant unobservable inputs Level instruments

At each reporting date or more frequently when conditions warrant we evaluate our AFS securities to determine whether there is any

objective evidence of impairment such as significant or prolonged decline in the fair value of the security below its cost or when an adverse

effect on future cash flows from the security can be reliably estimated When assessing impairment for debt instruments we primarily considered

counterparty ratings and security-specific factors including collateral external ratings subordination and other market factors For complex debt

instruments including U.S non-agency MBS ABS and other structured products we also use cash flow projection models which incorporate

actual and projected cash flows for each security using number of assumptions and inputs that are based on security specific factors The

inputs and assumptions used such as default prepayment and recovery rates are based on updated market data For U.S non-agency MBS

recovery rates are largely dependent upon forecasted property prices which were assessed at the municipal level provided by third-party

vendor In addition we also consider the transaction structure and credit enhancement for the structured securities If the result indicates that

we will not be able to recover the entire principal and interest amount we do further review of the security in order to assess whether loss

would ultimately be realized As equity securities do not have contractual cash flows they are assessed differently than debt securities In

assessing whether there is any objective evidence that suggests that the security is impaired we consider factors which include the length of

time and extent the fair value has been below the cost and the financial condition and near term prospects of the issuer We also considerthe

estimated recoverable value and the period of recovery We conduct further analysis for securities where the fair value had been below cost for

greater than twelve months If an AFS security is impaired the cumulative unrealized losses previously recognized in Other components of equity

are recognized directly in income under Non-interest income As at October 31 2012 our gross unrealized losses on AFS securities were

$359 million 2011 $487 million Refer to Note to our 2012 Annual Consolidated Financial Statements for more information

Allowance for credit losses

We maintain allowance for credit losses relating to on-balance sheet exposures such as loans and acceptances and off-balance sheet items

such as letters of credit guarantees and unfunded commitments at levels that management considers appropriate to cover credit related losses

incurred as at the balance sheet date

Allowances are determined individually for loans that are individually significant and collectively for loans that are not individually

significant and loans which are significant but for which there is no objective evidence of impairment using current and historical credit

information in both quantitative and qualitative assessments For further information on allowance for credit losses refer to Note to our 2012

Annual Consolidated Financial Statements

Individually assessed loans

Loans which are individually significant are assessed individually for objective indicators of impairment loan is considered impaired when

management determines that it will not be able to collect all amounts due according to the original contractual terms orthe equivalent value

Credit exposures of individually significant loans are evaluated based on factors including the borrowers overall financial condition

resources and payment record and where applicable the realizable value of any collateral If there is evidence of impairment leading to an

impairment loss then the amount of the loss is recognized in income and is determined as the difference between the carrying amount of the

loan including accrued interest and the estimated recoverable amount The estimated recoverable amount is measured as the present value of

expected future cash flows discounted at the loans original effective interest rate including cash flows that may result from the realization of

collateral less costs to sell

Collectively assessed loans

Loans which are not individually significant or which are individually assessed and not determined to be impaired are collectively assessed for

impairment For the purposes of collective evaluation of impairment loans are grouped on the basis of similar risk characteristics taking into

account loan type industry geographic location collateral type past due status and other relevant factors

The collective impairment allowance is determined by reviewing factors including historical loss experience in portfolios of similar credit

risk characteristics and ii managements judgment on the level of impairment losses based on historical experience relative to the actual level

as reported at the balance sheet date taking into consideration the current portfolio credit quality trends business and economic and credit

conditions the impact of policy and process changes and other supporting factors Future cash flows for group of loans are collectively

evaluated for impairment on the basis of the contractual cash flows of the assets in the group and historical loss experience for assets with

credit risk characteristics similar to those in the group Historical loss experience is adjusted based on current observable data to reflect the

effects of current conditions that did not affect the period on which the historical loss experience is based and to remove the effects of

conditions in the historical period that do not currently exist The methodology and assumptions used for estimating future cash flows are

reviewed regularly to reduce any differences between loss estimates and actual loss experience

Write-off of loans

Loans and the related impairment allowance accounts are written off either partially or in full when there is no realistic prospect of recovery

Where loans are secured they are generally written off after receipt of any proceeds from the realization of the collateral In circumstances where

the net realizable value of any collateral has been determined and there is no reasonable expectation of further recovery write off may be earlier

For credit cards the balances and related allowances are written off when payment is 180 days in arrears Personal loans are generally written off

at 150 days past due

Total allowance for credit losses

Based on the procedures discussed above management believes that the total allowance for credit losses of $2088 million is adequate to

absorb estimated credit losses incurred in the lending portfolio as at October 31 2012 2011 $2058 million This amount includes

$91 million 2011 $91 million classified in Provisions under Other liabilities on our Consolidated Balance Sheets which relates to letters of

credit and guarantees and unfunded commitments
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Goodwill and other intangible assets

We attocate goodwitt to groups of cash-generating units CGU Goodwill is not amortized and is tested for impairment on an annual basis or

more frequently if there are indications that impairment may have occurred We test for impairment by comparing the recoverable amount of

CGU with its carrying amount CGUs recoverable amount is the higher of its fair value less cost to sell and its value in use The carrying amount

of CGU comprises the carrying amount of its net assets including goodwill When the carrying value of CGU exceeds its recoverable amount

the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the CGU and then to the other assets of the CGU

proportionally based on the carrying amount of each asset Any impairment charge is recognized in income in the period it is identified

Subsequent reversals of goodwill impairment are prohibited

We estimate the value in use and fair value less costs to sell of our CGUs primarily using discounted cash flow approach which

incorporates each CGUs internal forecasts of revenues and expenses Significant management judgment is applied in the determination of

expected future cash flows uncertainty in timing and amount discount rates based on CGU-specific risks and terminal growth rates

CGU-specific risks include country risk business/operational risk geographic risk including political risk devaluation risk and government

regulation currency risk and price risk including product pricing risk and inflation If the forecast earnings and other assumptions in future

periods deviate significantly from the current amounts used in our impairment testing the value of our goodwill could become impaired

Other intangible assets with finite life are amortized on straight-line basis over their estimated useful Lives generally not exceeding 10

to 20 years and are tested for impairment when there is an indication that an asset may be impaired An impairment test is performed by

comparing the carrying amount of the intangible asset to its recoverable amount Where it is not possible to estimate the recoverable amount of

an individual asset we estimate the recoverable amount of the CGU to which the asset belongs If the recoverable amount of the asset or CGU
is less than its carrying amount the carrying amount of the intangible asset is written down to its recoverable amount as an impairment loss An

impairment loss recognized previously is reversed if there is change in the estimates used to determine the recoverable amount of the asset or

CGU since the last impairment loss recognized Significant judgment is applied in estimating the useful lives and recoverable amounts of our

intangible assets and assessing whether certain events or circumstances constitute objective evidence of impairment We do not have any

intangible assets with indefinite lives

As at October 31 2012 we had $7.5 billion of goodwill 2011 $7.6 billion and $2.7 billion of other intangible assets 2011
$2.1 billion For further details refer to Notes and 11 to our 2012 Annual Consolidated Financial Statements

Employee benefits

We sponsor number of benefit programs to eligible employees including registered pension plans supplemental pension plans health

dental disability and life insurance plans

The calculation of defined benefit expenses and obligations depends on various assumptions such as discount rates expected rates of

return on assets healthcare cost trend rates projected salary increases retirement age and mortality and termination rates The discount rate

assumption is determined using spot rates from derived Aa corporate bond yield curve for our Canadian pension and other post-employment

plans and spot rates from an Aa corporate bond yield curve for our U.S pension and other post-employment plans All other assumptions are

determined by management applying significant judgment and are reviewed by the actuaries Actual experience that differs from the actuarial

assumptions will affect the amounts of benefit obligations and expenses that we recognize As at October 31 2012 the unrecognized net

actuarial losses of our pension and other post-employment plans were $1345 million and $134 million 2011 $365 million and $12 million

respectively The weighted average assumptions used and the sensitivity of key assumptions are presented in Note 18 to our 2012 Annual

Consolidated Financial Statements

Special Purpose Entities

special purpose entity is an entity created to accomplish narrow and well-defined objective with limited decision-making powers and

pre-established or limited activities We are required to consolidate an SPE if an assessment of the relevant factors indicates that we control the

SPE Relevant factors include whether the activities of the SPE are conducted on our behalf according to our specific business needs so that

we obtain benefits from the SPEs operation ii whether we have the decision-making powers to obtain majority of the benefits iii whether

we will obtain the majority of the benefits of the activities of the SPE and iv whether we retain the majority of the residual ownership risks

related to the assets or SPE in order to obtain the benefits from its activities

We consider number of factors in determining whether an entity is an SPE and if required analyzing whether we control the SPE Our

approach is generally focused on identifying the significant activities that impact the financial results of the SPE and determining which party

has substantive rights to control the decision making overthose activities and is also exposed to majority of the SPEs risks and rewards In

certain instances conditions considered in isolation may indicate control or lack of control over an SPE but when considered together require

significant degree of judgment to reach conclusion For further information on our involvement with SPE5 refer to the Off-balance sheet

arrangements section and Note to our 2012 Annual Consolidated Financial Statements

Derecognition of financial assets

We periodically enter into transactions in which we transfer financial assets such as loans or packaged mortgage-backed securities MBS to

special purpose entities SPEs or trusts that issue securities to investors We derecognized the assets when our contractual rights to the cash

flows from the assets have expired when we retain the rights to receive the cash flows but assume an obligation to pay those cash flows to

third party subject to certain pass-through requirements or when we transfer our contractual rights to receive the cash flows and substantially all

of the risks and rewards of the assets have been transferred When we retain substantially all of the risks and rewards of the transferred assets

the transferred assets are not derecognized from our Consolidated Balance Sheets and are accounted for as secured financing transactions

When we neither retain nor transfer substantially all risks and rewards of ownership of the assets we derecognize the assets if control over the

assets is relinquished lfwe retain control overthe transferred assets we continue to recognize the transferred assets to the extent of our

continuing involvement Managements judgment is applied in determining whether we have transferred or retained substantially all risk and

rewards of ownership of the transferred financial asset

The majority of assets transferred under repurchase agreements securities lending agreements and in our Canadian residential mortgage

securitization transactions do not qualify for derecognition as result we continue to record the associated transferred assets on our

Consolidated Balance Sheets and no gains or losses are recognized for these securitization activities Otherwise gain or loss is recognized on

securitization by comparingthe carrying amount of the transferred asset with its fairvalue atthe date of the transfer As at October 31 2012 the

carrying and fair values of the transferred assets that fail derecognition were $110 billion and $110 billion respectively 2011 $88 billion and

$89 billion and the carryingand fairvalues ofthe associated liabilitiestotalled $110 billion and $111 billion respectively 2011 $88 billion

and $90 billion For further information on derecognition of financial assets refer to Note to our 2012 Annual Consolidated Financial

Statements
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Income taxes

We are subject to income tax laws in various jurisdictions where we operate and the complex tax laws are potentially subject to different

interpretations by us and the retevant taxation authority Managements judgment is applied in the interpretation of the relevant tax laws and in

the estimation of the provision for current and deferred income taxes including the expected timing and amount of the realization deferred tax

asset or liability is determined for each temporary difference based on the tax rates that are expected to be in effect in the period that the asset

is realized or the liability is settled Where the temporary differences will not reverse in the foreseeable future no deferred tax amount is

recognized

On quarterly basis we review whether it is probable that the benefits associated with our deferred tax assets will be realized using both

positive and negative evidence Refer to Note 25 to our 2012 Annual Consolidated Financial Statements for further information

Change in accounting estimate Mortgage prepayment interest

During the third quarter of 2012 we conducted review of the cash flows that we include in the effective interest rate for mortgages We

determined that the prepayment interest expected to be collected over the term of the mortgages cannot be reliably estimated at the origination

date Therefore we have revised our methodology to determine the effective interest rates as impacted by prepayment interest Instead of

estimating prepayment interest upon origination of mortgage we will defer and amortize the actual receipt of prepayment interest over the

expected term of the mortgage if the mortgage is renewed Otherwise the prepayment interest will be recognized immediately in income at the

prepayment date This change has been applied as change in accounting estimate and the cumulative impact increased Net interest income by

$125 million this year

Future changes in accounting policies and disclosure

Amendments to lAS 12 Income Taxes lAS 12
In December 2010 the IASB issued Deferred Taxes Recovery of UnderlyingAssets amendments to lAS 12 which will be effective for us on

November 2012 The amendments provide an exception to the general principle in lAS 12 that the measurement of deferred tax assets and

deferred tax liabilities should reflect the tax consequences that would follow from the manner in which the carrying amount of an asset is

expected to be recovered The amendments include rebuttable presumption that the deferred tax on investment property measured using the

fair value model in lAS 40 Investment Property should be determined on the basis that its carrying amount will be recovered through sale The

amendments also include requirement that deferred tax on non.depreciable assets measured using the revaluation model in lAS 16 Property

Plant and Equipment should always be measured on sale basis

Amendments to lAS Presentation of Financial Statements lAS

In June 2011 the IASB issued amendments to lAS Presentation of Financial Statements amendments tolAS which will be effective for us on

November 2012 The amendments change the requirement to group the items presented in other comprehensive income OCI Items that

could be reclassified to profit or loss at future point in time would be presented separately from items which will never be reclassified

Controls and procedures

Disclosure controls and procedures

Our disclosure controls and procedures are designed to provide reasonable assurance that information required to be disclosed by us in reports

filed or submitted under Canadian and U.S securities laws is recorded processed summarized and reported within the time periods specified

underthose laws and include controls and procedures that are designed to ensure that information is accumulated and communicated to

management including the President and Chief Executive Officer and the Chief Administrative Officer and Chief Financial Officer to allow timely

decisions regarding required disclosure

As of October 31 2012 management evaluated under the supervision of and with the participation of the President and Chief Executive

Officer and the Chief Administrative Officer and Chief Financial Officer the effectiveness of our disclosure controls and procedures as defined

under rules adopted by the United States Securities and Exchange Commission Based on that evaluation the President and Chief Executive

Officer and the Chief Administrative Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of

October 31 2012

Internal control over financial reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting Internal control over financial

reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements

for external purposes in accordance with GMP However because of its inherent Limitations internal control over financial reporting may not

prevent or detect misstatements on timely basis See Managements Report on Internal Control over Financial Reporting and the Report of

Independent Registered Chartered Accountants

No changes were made in our internal control over financial reporting during the year ended October 31 2012 that have materially

affected or are reasonably likely
to materially affect our internal control over financial reporting

Related party transactions

In the ordinary course of business we provide normal banking services operational services and enter into other transactions with associated

and other related corporations including our joint venture entities on terms similarto those offered to non-related parties We grant loans to

directors officers and other employees at rates normally accorded to preferred clients In addition we offer deferred share and other plans to

non-employee directors executives and certain other key employees For further information refer to Notes 13 and 29 of our 2012 Annual

Consolidated Financial Statements
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Supplementary information

FRS FRS FRS

Average balances Interest Average rate

2010
MiNions of Canadian dollars except

for percentage amounts 2012 2011 2010 2012 2011 2010 2012 2011

Assets

Deposits with other banks

Canada 193 1437 1377 30 21 14 15.54% 1.46% 1.02%

United States 899 305 4140 12 0.90 2.62 0.29

Other International 7081 4786 4529 23 62 33 0.32 1.30 0.73

8173 6528 10046 61 91 59 0.75% 1.39% 0.59%

Securities

Trading 122606 148307 147702 3028 3910 3729 2.47 2.64 2.52

Available-for-sale 39638 41551 38890 846 840 990 2.13 2.02 2.55

162244 189858 186592 3874 4750 4719 2.39 2.50 2.53

Asset purchased under reverse repurchase

agreements and securities borrowed 104465 82353 57508 945 736 474 0.90 0.89 0.82

Loans

Canada

Retail 292899 272999 204592 11681 11672 9138 3.99 4.28 4.47

Wholesale 37778 30583 30716 2468 1548 1035 6.53 5.06 3.47

330677 303582 235308 14149 13220 10173 4.28 4.35 4.32

United States 18802 13329 14171 702 895 500 3.73 6.71 3.53

Other International 14251 13337 15243 1121 1121 1821 7.87 8.41 11.95

363730 330248 264722 15972 15236 12494 4.39 4.61 4.72

Total interest-earning assets 638612 608987 518868 20852 20813 17746 3.27 3.42 3.42

Non-interest-bearing deposits with other

banks 9520 6665 5923

Customers liability under acceptances 8617 7547 7983

Other assets 153851 155701 150226

Total assets $810600 $778900 $683000 20852 20813 17746 2.57% 2.67% 2.60%

Liabilities and shareholders equity

Deposits

Canada 351205 307663 177830 5318 5318 2646 1.51% 1.73% 1.49%

United States 36430 41638 39464 210 232 160 0.58 0.56 0.41

Other International 45139 52942 126460 489 784 2111 1.08 1.48 1.67

432774 402243 343754 6017 6334 4917 1.39 1.57 1.43

Obligations related to securities sold short 43080 56603 47689 1584 2168 1749 3.68 3.83 3.67

Obligations related to assets sold under

repurchase agreements and securities

loaned 55369 49724 42458 330 473 356 0.60 0.95 0.84

Subordinated debentures 8156 8821 6321 360 399 307 4.41 4.52 4.86

Other interest-bearing liabilities 311 601 946 63 82 79 20.26 13.65 8.35

Total interest-bearing liabilities 539690 517992 441168 8354 9456 7408 1.55 1.83 1.68

Non-interest-bearing deposits 63406 63074 48005

Acceptances 8617 7547 7983

Other_liabilities 157355 152215 147885

Total liabilities $769068 $740828 $645041 8354 9456 7408 1.09% 1.28% 1.15%

Shareholders equity

Preferred 4388 5499 4718

Common 37144 32573 33241

Total liabilities and shareholders equity $810600 $778900 $683000 8354 9456 7408 1.03% 1.21% 1.08%

Net interest income and margin $810600 $778900 $683000 12498 11357 10338 1.54% 1.46% 1.51%

Net interest income and margin average

earning assets

Canada $442585 $416817 $333546 10952 9693 8405 2.47% 2.33% 2.52%

United States 87845 73404 69877 957 1093 1079 1.09 1.49 1.54

Otherlnternational 108182 118766 115445 589 571 854 0.54 0.48 0.74

Total $638612 $608987 $518868 12498 11357 10338 1.96% 1.86% 1.99%

During the year we reclassified cash collateral for 2012 and 2011 paid from Interest bearing deposits with banks and Loanswholesale to Other assets and cash collateral received from

Deposits to Other liabilities

Interest income includes loan fees of $467 million 2011 $434 million 2010 $390 million

Deposits include savings deposits with average balances of $109 billion 2011 $97 billion 2010 $83 billion interest expense of $.6 billion 2011 $.6 billion 2010 $.4 billion and

average rates of .6I 20116% 2010 .4% Deposits also include term deposits with average balances of $294 billion 2011 $245 billion 2010 $230 billion interest expense of

$4.6 billion 2011 $3.4 billion 2010 $3.8 billion and average rules of 1.58% 2011 1.40% 2010 1.64%

Net interest income on average assets and liabilities on continuing operations basis Table 66

Canadian

GMP
Canadian

GMP
Canadian

GMP
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Change in net interest income ui on continuing operations basis Table 67

IFRS Canadian GAAP

2012vs 2011 2011 vs 2010

Increase decrease Increase decrease

duetochangesin duetochangesin

Average Average Average Average

Millions of Canadian dollars volume rate Net change volume rate Net change

Assets

Deposits with other banks

Canada 33 42 11

U.S

Other international 21 60 39 31 31

Securities

Trading 646 236 882 427 22 449

Availabte-for-sate 40 46 45 50
Asset purchased under reverse repurchase

agreements and securities borrowed 200 209 219 43 262

Loans

Canada

Retail 821 812 636 506 130

Wholesale 412 508 920 21 19 40

U.S 289 482 193 40 362 402

Other internationat 74 74 72 163 91

Total interest income 1106 1067 39 1382 208 1174

Liabilities

Deposits

Canada 703 703 258 265

u.s 30 22 25 47 72

Other international 105 190 295 47 59 12
Obligations related to securities sold short 500 84 584 334 85 419

Obligations related to assets sold under repurchase

agreements and securities loaned 49 192 143 79 83 162

Subordinated debentures 30 39 69 23 46

Other interest-bearing liabilities 48 29 19 24 16 40

Totalinterestexpense 39 1141 1102 788 124 912

Net interest income 1067 74 1141 594 332 262

Geographic classification for selected assets and liabilities is based on the domicile of the booking point of the subject assets and liabilities

Volume/rate variance is allocated on the percentage relationship of changes in balances and changes in rates to the total net change in net interest income

During the year we reclassified cash collateral for 2012 and 2011 paid from Interest bearing deposits with banks and Loans wholesale to Other assets and cash collateral received from

Deposits to Other liabilities
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Loans and acceptances by geography 2012 to 2009 on continuing operations basis TabLe 68

IFRS Canadian GAAP

As at October31 Millions of Canadian dollars 2012 2011 2010 2009 20081

Canada

Residentiat mortgages 195552 185620 124064 117292 117690

Personal 80897 75668 69291 60493 48780

Credit cards 13422 12723 9704 8285 8538

Small business 2503 2481 2712 2851 2804

Retail 292374 276492
--

205771 188921 177812

Business 50319 45186 45217 47110 53775

Sovereign 3751 3304 2785 1394 1544

Bank 390 747 808 1096 978

Wholesale 54460 49237 48810 49600 56297

346834 325729 254581 238521 234109

United States

Retail 3138 3101 4230 4163 12931

Wholesale 17081 11094 7584 9310 30943

20219 14195 11814 13473 43874

Other International

Retail 5673 5152 4936 4625 4712

Wholesale 16900 12110 11084 12964 20345

22573 17262 16020 17589 25057

Total loans and acceptances 389626 357186 282415 269583 303040

Total allowance for loan losses 1997 1967 2038 2164 2215

Total loans and acceptances net of allowance for loan losses 387629 355219 280377 267419 300825

On consolidated basis

Loans and acceptances by portfolio and sector 2012 to 2009 on continuing operations basis Table 69

IFRS Canadian GAAP

As at October31 Miltionis of Canadian dollars
2012 2011 2010 2009 20081

Residential mortgages 198324 188406 126790 119945 122991

Personal 86697 80921 75519 66405 60727

Credit cards 13661 12937 9916 8508 8933

Small business 2503 2481 2712 2851 2804

Retail 301185 284745 214937 127709 195455

Business

Agriculture 5202 4880 4705 4967 5305

Automotive 3585 3025 3228 3282 3999

Consumer goods 5432 5341 5202 5323 7389

Energy 8802 6394 5869 6984 8146

Non-bank financial services 3895 2007 4593 3345 8788

Forest products 811 698 726 761 1152

Industrial products 3938 3381 3143 3331 5033

Mining metals 965 1122 587 1746 3947

Real estate related 20650 15569 12651 13308 22978

Technology media 4203 2712 2257 2307 3206

Transportation environment 5221 4927 3546 4184 4239

Other2 20554 17011 15290 17041 25623

Sovereign 4193 4050 3765 2779 2496

Bank 990 1324 1916 2516 5284

Wholesale 88441 72441 67478 71874 107585

Total loans and acceptances 389626 357186 282415 269583 303040

Total allowance for loan losses 1997 1967 2038 2164 2215

Total loans and acceptances net of allowance for loan losses 387629 355219 280377 267419 300825

On consolidated basis

Other in 2012 related to other services $7.0 billion financing products $4.3 billion holding and investments $4.6 billion health $3.8 billion and other $.9 billion
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Impaired Loans by portfolio and geography 2012 to 2009 on continuing operations basis Table 70

FRS Canadian GAAP

As at October31 Millions of Canadian dollars except for percentage amounts 2012 2011 2010 2009 2008

Residentiat mortgages 674 719 691 533 340

Personal 273 289 278 290 348

SmaU business 33 40 49 59 40

Retail 980 1048 1018 882 728

Business

Agriculture 52 75 74 79 95

Automotive 17 38 97 36 20

Consumergoods 83 91 91 111 57

Energy 33 104 100 80

Non-bank financial services 13 28 197 25

Forest products 30 27 49 47 25

Industrial products 88 38 102 143 194

Miningmetals 18

Real estate related 353 464 560 422 1137

Technology media 251 47 68 114 45

Transportation environment 73 105 52 20 10

Other2 312 311 385 514 500

Sovereign 10

Bank 33 34 62

Wholesale 1270 1279 1661 1873 2195

Total impaired loans 2250 2327 2679 2755 2923

Canada

Residential mortgages

Personal

Small business

475

206

34

567

188

40

544

174

49

715 795

441

173

59

Retail

Business

Agriculture

Automotive

Consumer goods

Energy

Non-bank financial services

Forest products

Industrial products

Mining metals

Real estate related

Technology media

Transportation environment

Other

Sovereign

Bank

Wholesale

Total
______

United States

Retail

Wholesale

44

11

34

12

34

153

238

22

88

62

30

48

25

26

164

43

12

93

513

1308

238

150

40

428

95

17

43

22

174

50

10

10

94

529

957

767 673

71

87

53

65

11

99

177

55

42

106

641
________

771

1356 1538

7$ 6$
162 116

169 122

77

27

53

20

140

232

88

17

173

839

1512

Total

Other International

Retail

Wholesale

Total
___________

Total imDaired loans

133

364 719 1526

364 719 1659

258

467

725

2250

247

650

897

2327

251

526

777

2679

209 167

315 140

524 307

2755 2923

Allowance against impaired loans 637 605 721 863 767

Net impaired loans 1613 1722 1958 1892 2156

Gross impaired loans as of loans and acceptances

Residential mortgages .34% .38% .54% .44%

Personal .31% .36% .37% .44%

Small business 1.32% 1.6I% 1.81% 2.07% 1.43%

Retail .33% .37% 47% .45% .37%

Wholesale 1.44% 1.77% 2.46% 2.61% 2.04%

Total .58% .65% .95% 1.02%

Allowance against impaired loans as of gross impaired loans 28.33% 26.00% 26.91% 31.32% 26.24%

On consolidated basis

Other in 2012 is related to other $109 million financing products $51 million other services $97 million holding and investments $38 mil4on and rrealtrr $17 mihior

Pastdue loansgreaterthan 90 days notincluded in impaired loanswere $393 million in 2012 2011 $525 million 2010 $180 million 2009 $312 mu ion 2008 $347 million
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Provision for credit losses by portfolio and geography 2012 to 2009 on continuing operations basis Table 71

IFRS Canadian GAAP

Millions of Canadian dollars except for percentage amounts 2012 2011 2010 2009 2008

Residential mortgages 67 42 25 22 16

Personal 445 438 457 494 445

Credit cards 394 448 399 393 270

SmalL business 43 35 45 55 46

Retail 949 963 926 964 777

Business

Agriculture
18 18

Automotive 15 21 10

Consumer goods 27 14 29 38 19

Energy 11 20 13 21

Non-bank financial services 11 34 264

Forest products
11

Industrial products 32 38 95

Mining metals

Real estate related 82 66 184 124 345

Technology media 102 94 21

Transportation environment 47 29 10

Otherii2 63 82 76 296 130

Sovereign

Bank 15 20

Wholesale 354 168 308 952 653

Total provision forcredit losses on impaired loans 1303 1131 1234 1916 1430

Canada

Residential mortgages 34 25 18

Personal 413 408 444 467 352

Credit cards 391 448 399 393 266

Small business 43 35 45 55 46

Retail 881 916 895 933 672

Business

Agriculture
18 18

Automotive 15 17 10

Consumergoods 13 13 17 26 13

Energy 11
Non-bank financial services 36

Forest products

Industrial products
12 36 78

Miningmetals

Real estate related 43 31 35 52 12

Technology media 98 33

Transportation environment 10 10

Other 32 44 30 204 27

Sovereign

Bank

Wholesale 209 102 122 436 152

1090 1018 1017 1369 824

United States

Retail 84

Wholesale 29 19 62 455 494

33 15 62 455 578

Other International

Retail 64 43 31 31 21

Wholesale 116 85 124 61

180 128 155 92 28

Total provision for credit losses on impaired loans 1303 1131 1234 1916 1430

Total provision for credit losses on non-impaired loans 251 165

Total provision for credit losses 1301 1133 1240 2167 1595

Provision for credit losses as of average

net loans and acceptances
.35% 0.33% .40% .72% .53%

On consolidated basis

Other in 2012 is related to financing products $3 million other seraices $3 million holdings and investments $1 million and other $64 million

Managements Discussion and Analysis Royal Bank of Canada Annual Report 2012 85



Allowance for credit losses by portfolio and geography 2012 to 2009 on continuing operations basis Table 72

Retait

Business

Sovereign

Bank

Wholesale

Total write-offs by portfolio

Recoveries by portfolio

Residential mortgages

Personal

Credit cards

Small business

Retail

Business

Sovereign

Bank

Wholesale

Allowance against impaired loans

Canada

Residential mortgages

Personal

Small business

Retail

Business

Agriculture

Automotive

Consumer goods

Energy

Non-bank financial services

Forest products

Industrial products

Mining metals

Real estate related

Technology media

Transportation environment

Other

Sovereign

Bank

Wholesale

United States

Retail

Wholesale

Other International

Retail

Wholesale

Total allowance against impaired loans

Allowance against non-impaired loans

Residential mortgages

Personal

Credit cards

Small business

Total allowance for credit losses

FRS

2012 2011

2058 2966
8541

1301 1.133

31
499
497
50

1077
291

________
32

323

1400

41

89

12

142

9$

10

45

107

31

1$
38

39

48

392

403

60

903

457

91

1451

2088

14

27

20

10

36

12

40

25 85

26 85

lMillionsnf Canadian dollars encept percentage amounts

Allowance at beginning of year

Allowance at beginning of year discontinued operations

Impairment losses

Write-offs by portfolio

Residential mortgages

Personal

Credit cards

Small business

Crnadian GAAP

2010

2264

1240

11
538
463
56

1068

478

2009

1734

2167

535
445
54

1043

805

161

5151

5451

451

11211

2261

91

2351

13561

2008

157

159

504
319
44

876

435

478 805 435

1546 1848 1311

1$ 15
83 79 79

102 97 63

194 184 150

39 60 51

Total recoveries by portfolio

Net write-offs

Adjustments 14

Total allowance for credit losses at end of year

39

233

1167
104

2088

1$
65

52

123

126

126

249

35991
38

2264

60

244

11121
751

2058

76

133

29

29

162

1149
281

2299

51

201

1345
33

2126

47

88

18

153

14

47

88

15

150

13

15

17

12

47

20

43

23

79

17

119

11

39

94

22

155

10

18

63

44

32

72

36

239

381

40

179 207 262 138

329 360 417 25/

96 80 83

121 170 193

217 250 276

637 605 721

Retail

Wholesale

Off-balance sheet and other items

Total allowance against non-impaired loans

21

251 375

251 396

74 68

121 46

195 114

863 767

41

412

415

60

928

434

91

1453

2058

26

480

165

60

931

386

88

1405

2126

24

449

313

47

833

468

100

1401

2264

Key ratios

Allowance for credit losses as of loans and acceptances .54% .57% ./5% .84%

Net write-offs as of average net loans and acceptances .31% .33% .49% .60%

21

461

270

4/

798

650

84

1532

2299

Opening allowance for credit lnsses as at November 2008 has been restated due to the implementatior of amendments to CICA section 3855

On cnnsolidated basis

Urder IFRS other adlustments include $110 million of unwind of discount and $6 million of changes in exchange rate 2011 $78 million ard $3 million For further details refer to Notes

of our 2012 Annual Consolidated Financial Statements

Under Canadian GAAP other adlustments include primarily foreign exchange translations on nor-Canadian dollar denominatxd allowance for credit losses and acquisition adustments for

tBTT Financial Group $25 million in 2008 and Alabama National tanCorporation $50 million in 2008
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Credit quality information by Canadian province 2012 to 2009 on continuing operations basis Table 73

FRS Canadian GAAP

Millions of Canadian dollars 2012 2011 2010 2009 2008

Loans and acceptances

Attantic provinces 19000 17752 13942 12709 11446

Quebec 41725 36683 31396 28739 32908

Ontario 154774 152956 112559 106957 105410

Prairie provinces 70093 64504 51563 47654 43884

B.C and territories 61242 53834 45121 42462 40461

Total loans and acceptances in Canada 346834 325729 254581 238521 234109

Gross impaired loans

Atlantic provinces 67 66 72 57 66

Quebec 180 135 162 190 122

Ontario 502 398 598 647 504

Prairie provinces 338 404 429 300 158

B.C.andterritories4 269 305 277 318 107

Totalgross impaired loans in Canada 1356 1308 1538 1512 957

Provision for credit losses on impaired loans

Atlantic provinces 62 54 50 56 43

Quebec 96 63 85 90 63

Ontario 706 686 659 942 610

Prairie provinces 120 107 146 138 60

B.C and territories 106 108 77 143 48

Total provision for credit losses on impaired loans in Canada 1090 1018 1017 1369 824

On consolidated basis

Comprises Newfoundland and Labrador Prince Edward Island Nova Scotia and New Brunswick

Comprises Manitoba Saskatchewan and Alberta

Comprises British Columbia Nunuvut Northwest Territories und Yukon

Small business loans and acceptances in Canada by sector 2012 to 2009 on continuing operations basis TabLe 74

IFRS Canadian GAAP

As at October31 Millions of Canadian dollars 2012 2011 2010 2009 2008

Agriculture 334 302 332 304 261

Automotive 662 684 643 666 636

Consumer goods 2415 2448 2367 2261 2234

Energy 525 465 393 367 384

Non-bank financial services 77 71 73 66 84

Forest products 309 300 305 316 346

Industrial products 1849 1830 1712 1696 1672

Mining metals 125 140 113 102 100

Real estate related 3569 3439 3205 3053 3052

Technologymedia 344 304 318 318 316

Transportation environment 1137 1039 941 961 940

Other 6083 5674 5360 5013 4687

Total small business loans 17429 16696 15762 15123 14712

On consolidated basis

Other sector in 2012 related primarilyto otherservices $3.3 billion health $2158 million holding and investment $550 million and financing products $79 million
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Managements responsibility for financial reporting

The accompanying consolidated financial statements of Royal Bank of Canada were prepared by management which is responsible for the

integrity and fairness of the information presented including the many amounts that must of necessity be based on estimates and judgments

These consolidated financial statements were prepared in accordance with the BankAct Canada and International Financial Reporting

Standards Financial information appearing throughout our Managements Discussion and Analysis is consistent with these consolidated

financial statements

Our internal controls are designed to provide reasonable assurance that transactions are authorized assets are afeguarded andproper

records are maintained These controls include quality standards in hiring and training of employees policies and procedures manuals

corporate code of conduct and accountability for performance within appropriate and well-defined areas of responsibility

The system of internal controls is further supported by compliance function which is designed to ensure that we and our employees

comply with securities legislation and conflict of interest rules and by an internal audit staff which conducts periodic audits of all aspects of our

operations

The Board of Directors oversees managements responsibilities for financial reporting through an Audit Committee which is composed

entirely of independent directors This Committee reviews our consolidated financial statements and recommends them to the Board for

approval Other key responsibilities of the Audit Committee include reviewing our existing internal control procedures and planned revisions to

those procedures and advising the directors on auditing matters and financial reporting issues Our Chief Compliance Officer and Chief Internal

Auditor have full and unrestricted access to the Audit Committee

The Office of the Superintendent of Financial Institutions Canada OSFI examines and inquires into our business and affairs as deemed

necessary to determine whetherthe provisions of the BankAct are being complied with and that we are in sound financial condition In carrying

out its mandate OSFI strives to protect the rights and interests of our depositors and creditors

Deloitte Touche LLP Independent Registered Chartered Accountants appointed by our shareholders upon the recommendation of the

Audit Committee and Board performed an independent audit of the consolidated financial statements and their report follows The

auditors have full and unre ict ac to the Audit Committee to discuss their audit and related findings

Gordon Nixon

President and Exec Officer

Janice Fuka sa l%_L41..L

Chief Administrative Officer atChief Financial Officer

Toronto November 28 2012

Report of Independent Registered Chartered Accountants

To the Shareholders of Royal Bank of Canada

We have audited the accompanying consolidated financial statements of Royal Bank of Canada and subsidiaries the Bank which comprise

the consolidated balance sheets as at October 31 2012 October 31 2011 and November 2010 and the consolidated statements of income

comprehensive income statements of changes in equity and statements of cash flows for the years ended October 31 2012 and October 31

2011 and summary of significant accounting policies and other explanatory information

Managements Responsibility forthe Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with International

Financial Reporting Standards as issued by the International Accounting Standards Board and for such internal control as management

determines is necessary to enable the preparation of consolidated financial statements that are free from material misstatement whether due to

fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits We conducted our audits in

accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight Board United

States Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about

whether the consolidated financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements

The procedures selected depend on the auditors judgment including the assessment of the risks of material misstatement of the consolidated

financial statements whether due to fraud or error In making those risk assessments the auditor considers internal control relevant to the

entitys preparation and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the

circumstances An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting

estimates made by management as well as evaluating the overall presentation of the consolidated financial statements

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the consolidated financial statements present fairly in all material respects the balance sheet of Royal Bank of Canada and

subsidiaries as October 31 2012 October 31 2011 and November 2010 and their financial performance and cash flows for the years ended

October 31 2012 and October 31 2011 in accordance with International Financial Reporting Standards as issued by the International

Accounting Standards Board
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Other Matter

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board United States the Banks internal

control over financial reporting as of October31 2012 based on the criteria established in Internal Control Integrated Framework issued by the

Committee of Sponsoring Organizations of the Treadway Commission and our report dated November 28 2012 expressed an unqualified opinion

on the Banks internal control over financial reporting

Pci Lii

Deloitte Touche LLP

Independent Registered Chartered Accountants

Licensed Public Accountants

Toronto Canada

November 28 2012

Managements Report on Internal Control over Financial Reporting

Management of Royal Bank of Canada is responsible for establishing and maintaining adequate internal control over financial reporting Internal

control over financial reporting is process designed by or under the supervision of the President and Chief Executive Officer and the Chief

Administrative Officer and Chief Financial Officer and effected by the Board of Directors management and other personnel to provide reasonable

assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with

generally accepted accounting principles It includes those policies and procedures that

Pertain to the maintenance of records that in reasonable detail accurately and
fairly

reflect the transactions related to and dispositions of

our assets

Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with

generally accepted accounting principles and our receipts and expenditures are made only in accordance with authorizations of our

management and directors

Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of our assets that

could have material effect on our financial statements

Due to its inherent limitations internal control over financial reporting may not prevent or detect misstatements on timely basis Also projec

tions of any evaluation of the effectiveness of internal control over financial reporting to future periods are subject to the risk that the controls

may become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

Management evaluated under the supervision of and with the participation of the President and Chief Executive Officer and the Chief

Administrative Officer and Chief Financial Officer the effectiveness of our internal control over financial reporting as of October 31 2012 based

on the criteria set forth in Internal Control Integrated Fromework issued by the Committee of Sponsoring Organizations of the Treadway

Commission Based on that evaluation management concluded that as of October 31 2012 internal control over financial reporting was

effective based on the criteria established in the Internal Control Integrated Framework Also based on the results of our evaluation

management concluded that there were no material weaknesses that have been identified in internal control over financial reporting as of

October31 2012

Our internal control over financial reporting as of October 31 2012 has been audited by Deloitte Touche LLP Independent Registered

Chartered Accountants who also audited our Consolidated Financial Statements for the year ended October 31 2012 as stated in the Report of

Independent Registered Chartered Aountants which report expressed an unqualified opinion on the effectiveness of our internal control over

financial reporting

Gordon Nixon

President andi

Janice

Chief Administrative Offi and Chief Financial Officer

Toronto November 28 2012
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Report of Independent Registered Chartered Accountants

To the Shareholders of Royal Bank of Canada

We have audited the internal control overfinancial reportingof Royal Bank of Canada and subsidiaries the Bank as ofOctober 31 2012

based on the criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission The Banks management is responsible for maintaining effective internal control over financial reporting and for its

assessment of the effectiveness of internal control over financial reporting included in the accompanying Managements Report on Internal

Control over Financial Reporting Our responsibility is to express an opinion on the Banks internal control over financial reporting based on our

audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United States Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was

maintained in all material respects Our audit included obtaining an understanding of internal control over financial reporting assessing the risk

that material weakness exists testing and evaluating the design and operating effectiveness of internal control based on the assessed risk

and performing such other procedures as we considered necessary in the circumstances We believe that our audit provides reasonable basis

for our opinion

companys internal control over financial reporting is process designed by or underthe supervision of the companys principal executive

and principal financial officers or persons performing similar functions and effected by the companys board of directors management and

other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles companys internal control over financial reporting includes

those policies and procedures that pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the trans

actions and dispositions of the assets of the company provide reasonable assurance that transactions are recorded as necessary to permit

preparation of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures of the

company are being made only in accordance with authorizations of management and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys assets that could have

material effect on the financial statements

Because of the inherent limitations of internal control over financial reporting including the possibility of collusion or improper management

override of controls material misstatements due to error or fraud may not be prevented or detected on timely basis Also projections of any

evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that the controls may

become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion the Bank maintained in all material respects effective internal control over financial reporting as of October 31 2012 based on

the criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway

Commission

We have also audited in accordance with Canadian generally accepted auditing standards and the standards of the Public Company Accounting

Oversight Board United States the consolidated financial statements as of and for the year ended October 31 2012 of the Bank and our report

dated November 28 2012 expressed an unqualified opinion on those consolidated financial statements

Lc
Deloitte Touche LLP

Independent Registered Chartered Accountants

Licensed Public Accountants

Toronto Canada

November28 2012
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onsolidated Balance Sheets

Retained earnings

Other components of equity

October31

2012

4813

14323

30

24270

830

October31 November

2011 2010

4813 4813

14010 13378

81
20381 17287

490 14

39702 35381

1761 2094

Millions of Canadian dollars

Assets

Cash and due from banks 12617 12428 8536

7241Interest-bearing deposits with banks 10255 6460

Securities Note

Trading 120783 128128 129839
Available-for-sate 40828 38894 49244

261611 167022 179083

Assets purchased under reverse repurchase agreements and securities borrowed 112257 84947 72698

Loans Note

Retail 01185 284745 271927

Wholesale 79056 64752 67597

380241 349497 339524

Allowance for loan tosses Note i997 1967 2867

378244 347530 336657

Investments for account of segregated fund holders Note 17 383 320 257

Other

Customers liability
under acceptances 9385 7689 7371

Derivatives Note 91293 99650 106109

Premises and equipment net Note 10 2691 2490 2501

Goodwill Note 11 7485 7610 6553

Other intangibles Note 11 2686 2115 1925

Assets of discontinued operations Note 12 27152 5723

Investments in associates Note 13 125 142 131

Prepaid pension benefit cost Note 18 1049 311 266

Other assets Note 14 35019 27967 30321

149733 175126 160900

Total assets 825100 793833 765372

Liabilities and equity

Deposits Note 15

Personal 179502 166030 161693
Business and government 312882 297511 287535

Bank 15835 15561 19285

508219 479102 468513

Insurance and investment contracts for account of segregated fund holders Note 17 383 320 257

Other

Acceptances 9385 7689 7371

Obligations related to securities sold short 8f56 44284 46597

Obligations related to assets sold under repurchase agreements and securities loaned 64032 42735 36006
Derivatives Note 96761 100522 108077

Insurance claims and policy benefit liabilities Note 16 7921 7119 6867

Liabilities of discontinued operations Note 12 20076 5012
Accrued pension and other post-employment benefit expense Note 18 1729 1639 1576
Other liabilities Note 19 41371 39241 38318

261955 263305 249824

Subordinated debentures Note 20 7615 8749 7676

Trust capital securities Note 21 900 894 1627

Total liabilities 779072 752370 727897

Equity attributable to shareholders Note 22

Preferred shares

Common shares shares issued 1445302600 1438376317 and 1424921817

Treasury shares preferred shares held 41632 6341 and 86400

common shares held 543276 146075 and 1719092

44267

Non-controlling_interests Note 22 1761

Total equity 46028

Total liabilities and

The accompanying notes are an inte part of these Consolidated Financial Statements
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Consolidated Statements of Income

Forthe year ended

October31 October31

2012 2011
Millions of Canadian dollars except per share amounts

Interest income

Loans 15972 15236

Securities 3874 4750

Assets purchased under reverse repurchase agreements and securities borrowed 945 736

DepOsIts
61 91

20852 20813

Interest expense

Deposits 6017 6334

Other liabitities 1977 2723

Subordinated debentures 360 399

8354 9456

Net interest income 12498 11357

Non-interest income

Insurance premiums investment and fee income Note 16 4897 4474

Trading revenue 1298 655

Investment management and custodial fees 2074 1999

Mutual fund revenue 2088 1975

Securities brokerage commissions 1213 1331

Service charges 1376 1323

Underwriting and other advisory fees 1434 1485

Foreign exchange revenue other than trading 655 684

Card service revenue 920 882

Credit fees 848 707

Net gain on available-for-sale securities Note 120 104

Share of profit loss in associates 24

Securitization revenue

Other 328 669

Non-interest income 17274 16281

Total revenue 29772 27638

Provision for credit losses Note 1301 1133

insurance policyholder benefits claims and acquisition expense Note 16 3621 3358

Non-interest expense

Human resources Note 18 and 23 9287 8661

Equipment 1083 1010

Occupancy 1107 1026

Communications 764 746

Professional fees 695 692

Outsourced item processing
254 266

Amortization of other intangibles Note 11 528 481

Impairment of goodwill and other intangibles Notes 11 and 12 168

Other 1274 1285

15160 14167

Income before income taxes from continuing operations 9690 8980

Income taxes Note 25 2100 2010

Net income from continuing operations 7590 6970

Net loss from discontinued operations Note 12 51 526

Net income 7539 6444

Net income attributable to

Shareholders 7442 6343

Non-controlling interests 97 101

7539 6444

Basic earnings per share in dollars Note 26 4.98 4.25

Basic earnings per share from continuing operations in dollars
5.01 4.62

Basic loss per share from discontinued operations in dollars .03 .37

Diluted earnings per share in dollars Note 26 4.93 4.19

Diluted earnings per share from continuing operations ix dollars
4.96 4.55

Diluted loss per share from discontinued operations in dollars .03 .36

Dividends per common share in dollars
2.28 2.08

The accompanying notes are an integral part of these Consolidated Financial Statements
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Millions Of Canadian dollars
_________________________

Net income

Other comprehensive income loss net of taxes Note 25

Net change in unrealized gains losses on available-for-sale securities

Net unreatized gains tosses on avaitabte-for-sate securities

Rectassification of net gains tosses on avaitabte-for-sate securities to income

Foreign currency translation adjustments

Unreatized foreign currency transtation gains tosses

Net foreign currency transtation gains from hedging activities

Rectassification of tosses gains on foreign currency transtation to income 11

124

Net change in cash flow hedges

Net gains on derivatives designated as cash ftow hedges

Rectassification of losses on derivatives designated as cash ftow hedges to income 25

57

Consolidated Statements of Comprehensive Income

For the year ended

October31 October31

2012 2011

7539 6444

193 30
33 13

160 17

113 625
717

Total other comprehensive income net of taxes

91

32 298

Total comprehensive income

Total comprehensive income attributable to

7782 6847Sharehotders

98 101Non-controtting_interests
----

7880 6948

341

7880

The accompanying notes are an integrat part of these Consolidated Financiat Statements

132

430

504

6948
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Consolidated Statements of Changes in Equity

Other components of equity

Preferred Common

IMitlions of Canadian dollars shares shares preferred common earnings securities

Treasury Treasury

shares shares Retained Available-for-sale

Foreign

currency Cash Flow

translation hedges

271

Total Other Equity

components attributable to Non-controlling

of equity Shareholders interests Total equity

14 35381 2094 37475Balance at November 2010 4813 $13378 81 $17287 277 20

Changes in equity

Issues of share capital
632 632 632

Sales of treasury shares 97 6074 6171 6171

Purchases of treasury shares 95 5985 6080 324 6404

Share-based compensation awards 33 33 33

Dividends 3237 3237 93 3330

Other 21 21 14

Net income 6343 6343 101 6444

Other components of equity

Net change in unrealized gains losses on available for sale securities 18 18 18 20

Foreign currency translation adjustments 91 91 91 90

Net change in cash flow hedges 431 431 431 431

Balance at October 31 2011 4813 $14010 $20381 259 71 160 490 39702 1761 41463

Changes in equity

Issues of share capital 313 313 313

Sales of treasury shares 98 5186 5284 5284

Purchases of treasury shares 97 5164 5261 5261

Share-based compensation awards

Dividends 3549 3549 92 3641

Other

Net income 7442 7442 97 7539

Other components of equity

Net change in unrealized gains losses on available for sale securities 160 160 160 161

Foreign currency translation adjustments 124 124 124 124

Net change in cash flow hedges 56 56 56 56

Balance at October 31 2012 4813 $14323 30 $24270 419 195 216 830 44267 1761 46028

The accompanying notes are an integral part of these Consolidated Financial Statements



Consolidated Statements of Cash Flows

7539

1418

437

123

716

25

194
55

23

802

161
826

8462

3884
6818

356

29208
25060
15850

20914

3528
599

3295

2074

457

10915

47420

190

55448
242

1351
2677

853

3765

1006
126

5284

5261
3272

92
21

4200

18
2527

15144

12617

6444

1459

412

124
546

106

15
278
247

139
115
807

6373

7551
905

1074

27285
12249
29059

7166

2313
22

1730

4479

781

14549

37882

1179

45942
935

1452
440

1300

5202

750
1500

404
152

6171

6080
3032

93
615

3151

76

6606

8538

15144

Fortheyearended

October31 October31

2012 2011Millions of Canad an dollars

Cash flows from operating activities

Net income

Adjustments for non-cash items and others

Provision for credit tosses

Depreciation

Deferred income taxes

Impairment and amortization of goodwill and other intangibtes

Loss on sate of premises and equipment

Gain on securitizations

Gain on available-for-sale securities

Writedown of available-for-sate securities

Share of profit in associates

Adjustments for net changes in operating assets and liabilities

Insurance claims and policy benefit liabilities

Net change in accrued interest receivable and payable

Current income taxes

Derivative assets

Derivative liabilities

Trading securities

Proceeds from securitizations

Change in loans net of securitizations

Change in assets purchased under reverse repurchase agreements and securities borrowed

Change in deposits

Change in obligations related to assets sold under repurchase agreements and securities loaned

Change in obligations related to securities sold short

Net change in brokers and dealers receivable and payable

Other

Net cash used in froerating activities

Cash flows from investing activities

Change in interest-bearing deposits with banks

Proceeds from sale of available-for-sale securities

Proceeds from maturity of available-for-sale securities

Proceeds from maturity of held-to-maturity securities

Purchases of available-for-sale securities

Purchases of held-to-maturity securities

Net acquisitions of premises and equipment and other intangibles

Proceeds from dispositions

Cash used in acquisitions
_____________________________

Net cash from investing activities

Cash flows from financing activities

Redemption of RBC Trust Capital Securities

Issue of subordinated debentures

Repayment of subordinated debentures

Issue of common shares

Sales of treasury shares

Purchase of treasury shares

Dividends paid

Dividends/distributions paid to non-controlling interests

Change in short-term borrowings of subsidiaries

Net cash used in financing activities

Effect of exchange rate changes on cash resources

Net change in cash resources

Cash resources at beginning of year1

Cash resources at end of year

Cash and due from banks 12617 12428

Cash and due from banks included in Assets of discontinued operations 2716

Cash resources at end of yearLl 12617 15144

Cash flows from operating activities include

Amount of interest paid

Amount of interest received

Amount of dividend received

Amount of income taxes paid

II We are required to maintain balances with central banks and other regulatory authorities The total balances were $2.1 billion as at October 31 2012 October 31 2011 $2.0 billion

November 2010 $1.8 billion

The accompanying notes are an integral part of these Consolidated Financial Statements

7872 9234

19674 20471

1316 1350

2926 1512
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Changes in financial statement presentation duting the year

dieter

rescrtd in Note 40 od Note 19 during the second quattel of 202 we retrospectively reclassificd cash ollati ml peid from Inteiest

rug di p0 its with Inks at Loans Wholcsale to Other assets and cash collateral received from Deposits to Other liabilities to bettc

ref 01 flure of the balances The reclassihcation does not include ash collatcral that is rcelvd or paid on sunttes borrowed and

curitio aped which is urrently classihcd in Assets puhased urdcr reverse repurchase agreerne its and securitte borrowcd and

hg itio related to asots sold under repurchase agreements and secunties loaned respectively

Reconuhattors from Canathan GAAP to JFRS

iotabl below 0howthe reroriciltations from Canadian GAAPt0 IFRS or ouronolidated Balance Sheets and Equity as atOctobet 31 2011 and

Nov other 20 tO and out Lonsoltdated atoments OF Income komprelensive Income arid Lash Flows tot thc year ended Otober 31 2011

Rconciliatlon Canadian GAAP aid FRS Consolidated Balance Sheet and Equity as at Octobei 31 2011
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Recondllhtion of Canathan GAAP and WRS Consofidated Statement of ncome for the year ended October 31 2011
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Ca ryrng vatue and fair value of selected frnancial rnstruments
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the tutu irg ables present information on loans and receivables des gnated as at IVTPL the maximum exposure to credit nsk the extent to

vhicf the nsk mitigoted by credit derivitives and similar instrument and ch nges in the fair value of these assets We measure the change in

the iir value of loans nd reci ivablcs designated as at FyI Pt tue to cha iges in credit risk as the differorice between the total change in the fa

vii cot the ii tiurre in ig the period and ftc change in fair value calculated using the appiopnate riskfreo yield curves
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arm tatton ot tat ie and th re ulting hieiarc
ty requ rev the use of observable market data wheiever avdable Thc classification of
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Changes in far value measurement for mstruments categorized Level

The foUcwi tables present the changes in fair value measuiements tot instruments included in level of the fair value erarchy Ii the tables

low transters in and out of Level are sumed to occur at the end of the period For in asset or Ii tbility that tran feis into Level 31 Jr ng

thi period tf entire change in fairvatue for the period is excluded from the Total realized/unrealized gains losses inch ded ira rungs

olumn if the rec inc iliation whereis for transfers out of Level during he eriod the entire cha ie in fair alue tot the period is included ir the

same column of the reconciliation
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Positive and negative fair value movement of Level financiaL instruments from using reasonably possible alternative assumptions

hnancial instrument is classihed as Level in the fair value hierarchy if one or more of its un bervahle inputs may significantly affect the

ne asur onent of the fair value In prepanng the hnancial statements appropriate levels for these unobservable nput parameters are chosen

that they ara consistent with prevailine market evidence or management judgment Due to the unobse vable nature of the prices or rate there

ii be ertainty about luation of these level financial instri mer

thc following table summarizes the impact to fair values of Level financ al instrumentr using re asonably possible alternative

issur1ptionr This sensitivity disclosure is intended to illustrate the potential impact of the ret tive un ertainty in the tdir value of Level

financial ii struments In reportingthe sensitivities below we have coas dered offsetting balances in instancrs when the riove ii valuation

factor cau ed an offsetting positive arid negative fair value movement ii both offsetting instruments are in Level and ii when expos mc arc

managed dnd reported on net ba0is With respect to overall sensitiv ty it is ur likely in piactice that all rea0o rably possible ilte rnative

asurnptions would hi multaneously realized
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Other assets

Total 22 456 443

Deposits 661 10

Derivatives 6465 81

Other securities sold short other liabilities and subordinated debenture 23

lotal 13ci5f

t48

Cur snrlida ed Err enrol taterrrerr Ruy Br rk Ocr cal nyc lot
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10111 8Q/

811 35 16
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07
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As at Noverrber 2010

Term to maturity

MW on of anadon dollarn

Trading account

Canadian government debt

US ivernilent debt

Other 0KB government debt

Mortgagmhar ked secu ties ri

Asset kr securities

orporati debt and other debt

Bank ra ceptanees

Certihc ates of dep sit

Othm

Equities

Avadable 1orsa1e securities

Canaoian government debt

ed at

4cr ortized cost

frrvalue

Promnial and muncipal

An ortized cost

or value

state munierpal and agencies debt

An tized cost

Farr value

Yield

Other OL government debt

Amortized cost

tir value

Yre Id

Morlgtge bicked secunties

Arc orti ed cost

larr value

Yeld

Asset backed securities

Arrortiiod cost

or value

Yreld

orporate debt and ther debt

Arir rtved Oct

Equities

oct

or value

Loan sot stitute

CoO

Fair value

Amortized cost

fair valor

Held to maturity securities

Amortized co0t

Fair valu

Totatcaryjtvatueof securities%

$10392

3241

9003

45

1821

6021 10146 14661

6030 10205 14963

522 40 65

52 40 65

972 046

912 5032

7% 7/1

205 085

199 925

7% 56%

5/3 1681

601 1604

7% 23%

28

28

15839

162/4

8009

1999

/1

1601

1440

40

148 12o8
115 1900

29% 23

1649 1649

826 1826

228

28

1%

With no

Withn minths Ito years Over specific

month to year years to 10 years 10 years mat irity

206 5346

94a 3184

109/ 3446

50 215

503

128

2520

249

696

4189

500

14454

1991 4442 24 236

2138 4885 12394

2394 2001 1/9 rI

11 3o9

546 599 37

/0/

15 44 /133

4463 4854 30180

38985 38985

11558 17194 38985 1291/197320 15326 39456

145 4331

34 4374

8% 41%

7493

7699

8%

22

16/1

3558

3738

4%

32

34

50/

144 1148

144 1179

/13% 3/%

314

318

8%

111

157

43%

59- 1012

599 1013

7% 11%

1493

i536

6c

1414

1413

15

66%

383

386

12%

2314

2330

43%

/9

82

45%

1153

1153

51 /o

183 3064

184 u80
39% 23

75 1431 1590

78 13/9

47% 20%

306

311

37% i6%

383

384cc

24%

3504

3518

4%

2940

2976

3%

228

228

1%

5598 9/04 2025 48U5
51306 9415 2169 48 588

13872 255/1 $54484 1/392 26610

ua rats tres may ttertrc contra tual matunt shown above since borrowers rn yfavethe rghtto prepay obtga oas wth orwrthnot pepayn pen

rd 00 ctn anc Ass 505 are cc dod at arc value Held to rnatc ty secuntie recorde at zed cost

dr sit Os wIcch presented as Asset backed sec untres COOs in the table cntltlsd an value of assets and abrirt vs arorfied usrr Ire fact Va rarchy

rnr ml ompoed at cornnrate det supra natron debt and cornrnerco ii paper

550 vc aye or aver us rg
thc ro itractval nterest rate and tf carrying va ue at the end orthe year

tar the rcspective secant

adO

656

41154 $1/9083

Consolidated Frnancral Statements Royal Bankot Canada Onrual Rd Oct 201
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Ree1asslhcaton of fina ccaL rnstruments

ohov me tahi ovide loft ct on rrgard ng certain sw unties we ecfasched in pnor reporting periods

cancaL rnstruments rec aihcd rn pnor penods

at

O.tobnn3l

ti 2013

IC taf arcying value

an and alS It

in incial assets FY11 rectasstfied avactable4or sale

38

teagc ked 53 um 31

76

Fortaey anon ed

Octaber 2011

in lnter st mncurnc gains

fnssc nwagnmz ii
Ihancoi lf 4/ 34 miur fun

on dun ng ic nd the ermo

P1 rectassib to avaiLabft for saic

to at cc ni oc tic

ilL 0/

VI 333 41

It

Qcl

nit IC It St ltd

Id 14 ci ciat iO 53 ii SI Into II

32 it8 406 $1 /4 34 $3

113 21 74610 49 6921 2332 73

II 1941 13

13 /31 12

2l 104 124/4 26 $/ 493 22
IV 103046

its at 42 340 11 035 10/itt 19 230 63 93

3115 7/ 24 551

II 1961 746 2.5

16 /1 614 lii 059 12 079 419 28 1C 08

olaf to 18.136 $16 160 172 349/

hrfa

1513 3171 134 17

Cliff an 01

afov loan

13cc 33 $140 16 9/ 13/753 82 428 030 16

31
1301 fUoa

Va 16

1I II liv 413315

l3C 111 12 at $1 bd 3r 11 35 No\l lo 10 31 Pt

II at It Iii II liii 111

Cl /C jali 131 43 11 1111

01531 aSh tSoi 405 649/333 lkVf 61110 3341 Cl
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torthe year ended October 31 2011

entoil mortgagc

rao id

crc d1 ard

Sm lb neon

blat owdncetorloan losses

lowance for off balance sheet and

ther 1045

Ic tal all 1W nce for credIt losses

VIdIJa ly sessed

Icc avely assessed

talalbv ncefOIC EdItlosses

Loans past due but not impaired

11 lad

WI olesale

eon

allowai ccc

related to

dIscontinued

operat cr1

154 63
891 258
43/4 iP

/8

155/

1261

rate Balance

at end

of period

30 23 112

11 69 55/

415

75

$2058

252

1806

$2058

90 395

Ito 29 010 89 day nd rc

1416$ 55

November 00

tail

Who sad

90 days

ito 29 days 30 to 89 days and cereater Totc

tfr 3582 1/06 035 $5423

119/ 48 1694

4179 2191 64/ $1611

or ofjr Ia

Balance -it

beginnIng

of period

ProviSIon

for redit

losses

Ex 11 moe

WI ole Ic

usi

overcfBr

ink

Unwi id of lharlges/

discount other

43

441

44/

35

Write-offs Pr overies

16
515 79

545 47

45

184 421 44 1159340 965 11 11

403 168 26 60 361

f503 168 235 60 36

743 1133 1356 244

130

2867

99 ii

2966 854

415 Is 130
2551 724

2966

Sr of rr or for on

Otber 20 Oslohe 31 20

4004 rg rddrslttakbs

1133

61

072

45 /5

33

44 808

196/

91

1356

129
1227

78

244 /8

43 10
20 68

/8
_________

84 1133 1356

ea cots rdei or dsr on diy frcrl ssdr by REf rio tsr di Ilir as of barks ms yr rs

$2 nr ron somber -rr

Or and rrr

si to cr1 anc fr fec Oorted sopOr c5 vS on Sr or ak rfre

45 44 or lrlrrt nd roe contra ha In rswr 13 so hi for nd rrr ItrIa er pr cot ask

Net interest income after provision for credit Losses

Net nte cot income

Provi ion for credit los cc

interost income after provision for .redit losses

at

rf srr 31

-ui thu yeai ended

October 31

2011

1135/

1133

10124

Octobci 31 2011

3180

b17

3597 165/

Total

$5121

241 658

55 $2779

As at

cnr snfrda ccl rancrrf StUs nor royal BanI of co rd rsrual Ronr 2c 13
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cc followi table provIdes niormation on the carrying amount and fur value of the transferred assets that dcd not quahfy for dere ogliltion

cud th Ii nC ctated liabihti 15

to 02

it Iii or
id ml old it

mit rpwh it tirU

ii itt loan

00 000

1011

470 100

44 400 14
110 100

Ii

Ii in

iS HE

OF 11 till 100 pd

11
51

40 jOlt 10

Consolidated speual purpose entites

tolk wi t1 Is ent th ts ii tulities dated 1po at ur ci tties is mdcl on our unolid itd Salons SI cets

nd1ndoi

Cons hdatd ass 15

PC untie1 udinc t\va lot to for

oct oil WooS sal

Consobdatod liabifitirs

ther bilities

cor trolling ints ret

II 101 ii II Ii 01 010115 Ry 101k sf1 lad1 1111 opo 201
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As at Uttoher 31 2011

til as ets of unronsohdated special purposc entities

On balan sheet sets

Secu ittes Trading and Availablcdor sale

Loanr Retail and Who esale

Denva vt

Otner is 870

tO
__________

Or il ct sheet bihtios

Del lilt

Ic scts ot uncon hdated special purpose entities

nha rcc iect ssrts

Secu its adiandAvatlablcforsal

oan etad ard Wholesale

Derivatives

Oth tssets

tal

On bal5 cc sheet iabilitic

Deposi

505

Othe liabilities 150

Oil 61 89 150

Mixnnuii cxposure to lo 22139 1041 728 196 74104

redit card securitzatwn vehke

ui portion af our odt ad eccivable thoigh PE miolvine basL The SRI fir ncd through tht uane of uniur nid

or hordinated notes collateralized by the underlying credit card receivables the senior notes are issued to third party investor and tile

subordir ated notes are owned by us Ihe tf iid party investors iave re ourse only to the tiansfeired asset

We co itinue to eivice the ciedit raid receivables sold to the SRI arid perforni an administrative role for the SRI We ilso iovide Inst to

otectior tithe Pt throuch our owner hip of all the subordinated notes issued by the SRI and ou interest in the excess sprea residual net

ritt rest nco ut after all trust expenses which is subordinated to the SPF obligations to the ABS noteholders

Adc onally we ix ay own some senior notc as investments or for market making activities we retain cash reserve tccount ofth SRI

trw time to time we provide subordinated loans to the SRI to pay upt ont expenses and we act as counterparty to interest rate Ind cioso

city tp agreements which hedge the SRIs interest rute and cuirency risk exposure

We lnsotidatc tIe oPt because we have the decision making powi rs to obtain the majority of Ott benefits of the SRI and exposed to

thc malority of the resi luat ownership risks

tOo ctured nnc
ARS lrnst

urchaso U.S ARS trorri cc tam trusts ABS Irusts which fun their longOeim investments in student loans by suing sf ort te in senior

of suhordi td notr We are subtect to losses on these ARS trusts if defaults are experienced on the underlying student loans howevcr

the ljorrty
of thesc structures he principal and accrued interest on the student loans is guaranteed by U.S governni nt ager cics Wc ac

tori em irketing agent for cootof thest en ities but have no legal ihligation to pu chase th notes issucd by these entities in the auction

coce
We do not Insol ite those tJS ABS Trusts where we do not have decision making powe to obtain the majonty of the benefits of the trust

We have ignificant interests in th entities through our note holdings

21 St Struoturo

or rrraxoo

242/1 /988

1413

sos er

fur is

3//i

090

Tb dptriy

sri atit

vet roie

1090

206

206524 8/0 1090

Ictal

ixintu Ti cxposure to lO

lihor

$137866 $169589

1331

1619

08

338 4028

190 36 2b

190

614 $1340 1121 714 /7

220

77270

aiNv tIe 2010

1h5 pat

oils Sirrroiured vesirne ouritr ator

oCuits ii arroe for so role

21848 590 063

1041 704

1521 1041 04

lifer

$132827 $160 78

169 1918

17

711 21

380 3646

fri ci rr ores PEs us ax rrrrr so iSO rray lassie 1r Pu ri ed to so rrduiis do rs ours liner 10 so by iso

ui Ooixi .20 us ro
$1 io it ii 16.35 St No ember 2010 Ii hi ir

rovlst odii aids isa wool ifai esprnsorwhr tr oiesrrrbodrrrr rO so sr rrar.ivehroirsd 0r5

fr ussr to rr iron or exrfr teres Ii 0515 ill rr sirxoui ix Sr Vt is er 05 ny err

Ii ruaxr or xprs sno ofihe rrrii il roorduri is is cr11 iS Sr hr sfoei 0550 prr rr Lyth troiai outs Ii 05 roll

rrrtr rifririrx toter it Noi

consur Oct ra rril at Ruysritxrrkoiaoda \sr uaiPeix i2iti it



IV

ti

ii

ti it at vii

it Ii

ir

31

.1 Vt ic

CC liii

ti iti
i\

til ru ii

IC
dx

rtttt Ii
Ct

tt ii

it

ji

Cl

II ft it IS iI
jtib

Cii

II it UI
ti kt Jiti Ii

Lw tp.r
dl ti ii

ti Pt xliii ii

IIt 31

lf%
II Iv itt id

It

Ii 1/

11
1tit

Ii iv it

.1

Ii .1 Ob%

ii

itt ha



icc it fri to it pro

Pt con yt Ic dt rivatives rn/c east nstrur ie it to is irbute redit risk an ito create customo eo em dit

cts to ii vc or ci iuun ent Wc en ito derivatice or tracts mc /uo ng credit ye vatives to pvc hase pro ection

arc Pr SPF crcdit plot etion and co ivcC vaiiou risk factors such cr5 eld currency or credit sE of undcilying asscts to meet

nrc ed of th ive Wi act is sot arra iger rnc wa provider cert air SPEs and ri some roes fulfil other administrative fuic tions

tic Wc rn ter assets to Il collateral tor note is ucd however the assets rontii ue to be recorded on our

lanc 10 as we nyc not tranIe red subs antially at of tn risk and wards of oviriership

Wc at tho cIt re esoner oduc PEs ii wf ch wr have tf dcci ion maki ig iOW to obtain the matority of tne

nctt cf tic Pt

i/rig
vr ic/is

REf atal ist Tru FTC pital Trust I/c/ru Il RBC Subordin td Note Trust Ti ust Il md Guarantor were crea ed to issue innovative

uita us ruric nts siibordin n/ed nc Ic or cow red bonds With the or ted we uss aed senior depos notes to Trust/I arid trust Ill and

liii st ir moCg to th sod Guaraiitoi LP hese mortg gc were not derec ognui from our Co isolidated Ba/ai cc Sheets and the

Ic ar uur tr for ii ed Ii ia icing trar sactions as we sin co i/cal ow substantially all of the risks and rewards of the tiansfc rred

rcii ol datc ft tn sts Guaran or is through our rol as truster ad cnunistrative acent arid equity inves or we save the

cI ii iii pr ve to ctarn the ci ilority
of thc hr iiofrts of the truts and Guarantor LP Upon co rauludatron of the SF Es all the intercompany

In iii limir ated exct pit in the notes id inirovstivc apital in tr an unU issued to the thud party investois

ii ung yi ar on Ii cut tin rg subordora ed is tc issuc by Tn still serr redeemed See Note 21 fur fuChe details

Ix c/ti cs

Ccc rta id to ias f/i org/i tax credits receivcd Iron ur eulyi rg oc ricome housing or hrtoric rehahilrtatro real estate projects tc

if rr1 tics xc cd/I fund We onors cit he tax credrt tun is esult of our responsibility tcn manage the fund arrange tf

Ii or rod perfoni tic adni rnrtrativc iylir of thc se ax credit fur ds We do not coil lidate the credit fri ids as the invr tors in these

ft ii hive fi c/ce siorn maCu owc rto sc/c the wider/yr ii rnvestricnt or are exposed to the ma/ority of the edual owne ship rd tax

ott

cricr or led/ar

sponsor our rriutur/ airc pc a/ed tcrnd is result of our brlrty influence the rnvest iient dec isioris of the mutua fund or our

rriuin alver icr tin tf dmrnistratrc these fund We corrsolr iated eertarr mutual and pool funds in which we ave direc

ye tm art ir cccl vita/i suntine atcr mar Pit of the fund can ts such that we have the dee ion making power to obtain the
cra/ority

ti of thc rrrd and ore ox ro ed to icr 1/ority ot hi rc du icr vncrshrp risk

rae mit us

i/dc pcn tori in st hich primarily nold ou wn on nror s/ia to ecor ornically hcdge cru obligation to ceCa enrployees unde

Sc me ia/or rare based conapensatron programs We corrsoiiclate these trusts because we have tire decision nrakrng power to obtain the

r/onuty be refit the ts nd are exposc to the
nia/onity

the residual ownership risk

iv ii tnun nt ategorioed as ither tinranc rat or ion firrar al derivatives Financial denivat yes are financial contracts whose value

irved tn ri nrndc rig crest rate foreign c/rangc rate icc/it rsk ar equity or equity index Non financial derivatives are contracts

in va deruvecl trorr
tar ious mclii ommodity ir stiumeirt or nr iex Notional amount of denivativea re resen s/he contract amount

ed as rend pc/u cat ate pay nicnts Not nat amoc its mc gent natty riot exchanged by co ntenparties and do riot rettect 0cm

naw at

nanciai derivatives

nrc u/uns

aiw md rim its arc ct/c ctivety mon taridarduzed agreement that an tran tc between countenpantres in tfre ove the counter market

tic as fut.a arc mndardix iiuntr ict wit poet to amouiits id settlenrerrt dates id are adi on regular futur cxc/ianger

np/c ci frarw in nd rui arc ese ubed below

Ii rr rat tons rds /orward ate agrcc nrenrts aurd Ic tur are cor tnartc at
otaligatior sb buy on se/h an in iciest rate sensitive Iii mci al

ur cnn ii
pnc

drier murueri fcrtur date at spc ifued prim

oiec cx nrc orw is ic fun on nactu ml ohiuga rcrns to exch rife one nor cy dir iothen at spec fled price tons tt/ernent

pi
edc ternnirred tutur date

in arwa cI fri rres unit aol ablig atra is tca buy on fix value tic pw i/red price of an eqrrrty
index haske ft

arc Jo mini fr no ci ii

en thc 01 it ncr ntr act in vicuc two aumniterpantic xcf
id

cries ot cash flows has 01 ecd upon ates to noircanat

rn Pu ftc ranrou arc nonts thrt we emrt rnto ire as futtow

no Ic yr as ar nc emenits crc so cour npantes exchange sc es of payme its ha on cI /fc rent ntori strafes mppl ed to

at ani iii nt ole cunrnrcy ross cc menu swaps involve ttiu cxc hang c/fixed page ents inc car ne icy for ttr nec pt of fixed

ti
grad it mm rio/tier non cm eurns icy ii

or rate waps mnvo vc ft exehanigc of bot ntenest amrd pninrerpat arnii nrnts in two different

im ci

ty ns rrt in vh onc cc in erpafty mg es tra
ry ma receve froni the of/ic cash f/ow ha ed on huimges ri

the eatuc of an

d/ ty ni dS haskc tot stadi nlm to

cc or ci Siam cc icy Bc
rn

an Sc rca ri Rapoc iii 11
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The lohowmg tab preents the fair values of the deiivative and no dervative instruments categorized by their hedging relationships as

well as derivatives that are lot designat ri hedmng relation hips

Derivatives and non derivative instruments

M3t idt rr dotar

sets

Dens ti 1ti
ii

eats

811cc

icr ii riects

ii ii

ihinscf rtin dc lrr

lair value hedges

ossee gaits on hedging instruments

sins osses or hedged ito as

attnf table to the hedeed risk

Ineffective portion

Cah flow hedges

lucIfer live portion

Effective portion

Reclailird to income during th
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Pr rformanc guarantees

Oi inc gu rrantc cv represent revoc ible assurances that we wdl make iyments to third party beneticianes in tho event that ient fads

rto ndei sp cihed non financial itractuat obhgation Such hhgati ins type ally
nclude works and service con tiacts pe formance

arc rrr ities elated to intern itional trade Ike trim otthese ciarantres can range up to eight years Our pohcy for requnng collatera

un vtli spet tc the instru or nts and the types of collateral security held is pen ially the sam as for loans

Whe to latrn inty is taken tm dcternnn on an ac ouot oy ac aunt asis accoiding to th isk of the boirow and the pc tics of

Pc tr ctnn Co labial security may tncludc cash securities and other as rts pledged

ino/tc i/Otis

Pc nominal coure of our operations we provide indemnile ation which ire often sta da contract ial terms to counteipa ties in transact ons

ii as pui arid al contracts fiduciary agency licensing and yr agreements director/office contracts and leasing trans ctions

fur dci ir fir ition amer me nts may require to romp nsate the interpaities for costs incurred as esult of cl1dnge in laws and

ilation including tix Ii gislation or as result of litigati in claims oi statutc.ry sanct uris th it may be suffcred by the ounteipmty as

cc se qucn the to nsation fhe terms of these ndemn ification afreeme nts will vary based in the ontract The natuin of the

dcinnft itioni igreenicr ts prevents us trom iii iking reasonable es imate of the maxin uin potential amount we oul be reou ed to pay to

unteipaitie Histon ally we have not mide any signif cant paymnerts under such nderinificitions

/10 tgagr for is so/d wiifi /e aurse

cp cc vinous agree ments wtth Investors we may be reouired tc repurchase originated mortgage loans sold to an investor if the loans

un ns cc for catcr thar one year or iefund any prem urn received wherc mortgage loans arc pietiaid or in default within 120 iys the

ortgage loin are fully collatcralized by residential properties at rtobcr 31 2012 and 2011 we iave itstandir mortgage loan old

witk reco se Novemhcr 2010 $323 mi lion

ti/itt oir itt oomwtrit

Uncomrctt amounts ieprecent uridrawn credit facilities to which rave thr ability to vithrlraw the redit extended to hc harrower Thrse

lade tail arid cormimerr al ommitmr nts An at October 31 2012 the total balance of uncomrriitted amounts was $112 billion

Odober 11 011 $tu6 billion November 2OnO $161 bdlion

Pledged assets and collateral

lhe oidt mv tour ot bcc ness we pledge assets and entei in oll tent agreements with te ms and conditions that usual and customary

Ii ir rc lii lendin borrcwirig and trading icttvities ret orded on our Consolidatcct Balanr Sheets the followine are examples of our general

ns id onnlition pledeed mets and collateral

Pc Ps and new irds uf the
pie dged as ely reside with the pledgor

the dedr ed asset is returned to the edgor when the cc cessaip iditions have been satisfied

oe ig rt of tcc dgee tc setl re p1 dge the assc its aependetit on rhe spc citic agreement under wnit nI colare rat is pedgec

them no deC ult the pledgee nr ust ret rn the romp irable asset to the oledgor upon satisfactton of the ot ligation

irc at requtred to provide tntr iday pledges to the Bank ott inidd when we use the large Value ansfer System IVTS whtr his real ne

ctnoni in tnansf syatern lh continuously pro esses all Canadian dolla large value or timecriti at payments throui hout the day The

ceJ ed ssc cc nmanke Ito lVfS intivities are normally released bcck to us at the end ott ie settlement cycle each day Therebre the pledged

.m mc irt iv rut included in the tablc below lorthe yeai ended Ortober 31 2012 we had on aveiage $3 billio of issets pledeed

or iy
to the Bank it inuada on daily basis Otoben 31 2011 53 billirmn There are inhequent occastons where we ire neqciined to take

ovr ri tht advance from lhc Bank of nad to cover settlement qutnement in whtch case an quivalent value of the pledged asset would

tsedt yr urettte idvaricc Iherewene tro overnuightadvancestdkn on October 31 2012 October31 2011 ard Novmber 2010

tditd mt 5i nin nna itint nt dnndm An udt tO pri in
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LDgator

ire irge clob mstit it on th it is sublect to many different complex legal and guh tori equirerients As result Royal Bank of Canada

id idiari
ii

have been ibleet to
iriety

claims and nvestig one variou ju isdictron Manageineiit eview tic status

of pro ding on ii OiiiC has ai will exerc si its lude rent rc olvirig them suet nar ncr anagernent ieve to be in the

ank be interc following so 0esc
riptic

of our sm of ca rt It gal proceedings We rev gorousy defei ding ourselvi in each of the

fl itei

TA Ic cures ma itiqotio

ann Cl ul itors ur competition and entorccme it authori ci arou id th wo Id luding in Cai ada th UK md thc uding various

itt lOill uc ing nvc lisations ri latt Ic cc rtain past ubniissions mn ide by panel bard iii con ection vitf thi setting of the

iolla oridoi niterbai oDE red iate LIBOR As Royal irrk Canada is norm bcr of certain IBOR panels includi the U.S dollar USOR pmnel

fiave boon thc sublect of variou regula ow demand for information and are cooperating ith those invest vations In iddition Royal Ba ik of

tar ad and cthei dollar pan inks av been named as defendants ni private lawsuits filed in tie ith respcct to the ettine if

BOR in iding nur iber of class ction uwsu Is which hive been consolidated before thc Di hnict CenT for tfi Sot thei DUtre of Ncw

irk The implaints in tf OCC1 ctions assert claims agmiiit us and othe panel banks undt rvarious law rc ludnig US antitiust aws th

iii dity Exc hi
igc Set rid state aw Based on the facts currently known it not possible at tins time for to ir dict the resc lution of

esc ri gulatoiy nives ii ition or private wsuit including the timng md poten ial ir pact Royal Sank of iada

lift it potion

loyal nk off an ida is defendant in civil liwsuit brought by the to nnrodity Futures trading Commission in the The lawsu al eges that

rlain ritE iff hate or tions weic impioper wash trade arid effected ii on eompetitivc nnc Eu the tfue corn lain allege that we

wi filly rca Je fiSt cti ion urlriudulerit statei tents to the Chicago \Tercantile Exchange ibout the manner which we intended to and did

uefure the tr ins tions It is not possible to predict th outcome of these proceedings ior the timini of their esolution however we

ongly dcii these illeg it onC Atfhi time inasement dots not liove that the ultiniat resol itio ol this matter wid have ci iteriai

won cf ct our romisi Iidatc tinanc al osition or results 01 ope itions

Wi coc Li Sc hoof Au trim ts itiqation

Soyal Batik of inad is defendant in liwsuit relatine to our role ir transactions involving investments ii adc by mu nbc of Wicorsin

ml dist in cc tam colla erahied debt obligations hese trans ictions were also tfme subject of gulatmiy nivestigaho Despite re men ng

ttleni vith tEe ecurities irid Fxc har ge ommission wimc was paid In the ehooI dmstniets th ough Fah Eu id the laws mit is cc ntin mm

not pm ssible to predict the ultimate outcome of theC proceedingC or the timing cit their eolutmon noweven na nager ient ielieves thc

ultnii ito it lution of hc sc proceedings will nit have nnafc rial adverse effect or our conolmclated fin initial osition or esnit of operation

Ut Iricuffcr

We area mcfei dant in nunibc of other actions allegine that ertamn of iur pr ietuc cc mci actions were improper ihe law mae iv ilve viruety 01

ii plx uc and tfie timing of then resolution varied and uncert tin Mana men believcs that we II ultr rately he uecefuI ii resolving

ee law oi tt the exte it that we ire able to assess them without mate ial financial impac to the Bail lEts is howeven rem

nifican judgiric nt nd IL potenti il liability ne ulti ìg Iron these Iawuits could be iteni il to our suts ot openatiomi my panto ul

Vamio tier It gal proc eedmg are pendmiig that challenge certa ot ocr ether onactices om actoi We connUdem thai the mggneeate ability

the eter that wc ne ible assess it resulting from these othem oeeedmmg will riot be matcnu Ito on to soldate fmnanc ml poe tion in

suIts of npe itmons

ni dmind maCC mmml en 51 ii
Ci Cf CCC ni plmn mcmi
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ml Uncle 106 6to 059 8cm 4414

id ns iv onth mor on veal sen Ito tot

4370 63 41 191 318 28

10132 56 263 404 ID 83

501 36 2052 408

8253 687 20 3125
II 903 3083 819 19 119 2750 824

919 912

38

58948 58441

.48 Sb 20 29 01 51 07 911 10769 251

12 847 5179 501 7948 1i63 6927 60

47 711 1189 6O

58 67 115 869 1040 179/ 40So
676 961

383

36 12J6 518 42 61408

30 004 164 45 615

900 910

1200 50 81

600 4000 44 44

0399 $1 291 40 18 38239 .8 501 69 110

11 20/7 184 $1 989 672 $I889
167 5170 $1 16 $50 34 45400 46426
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or ipe ation of key management personnel and Directors

fo7owii table present tie rompensition paid shareholding ptions held by key mana7ement poem mel ard Direto

or the year cnacd

mInk in other sho errn employee henehts

emoloyrnc nt bonE fit

Shire based paymc its

Shareholdings and options held by key management personnel Drectors and their close lamdy members

Slid to

or nc opti so toe based ds

ROt coon iun shares

October 31 Oct her

2012 7011

21 23

415

October 31 2011 November 2010

No of units No ot inits

acid Value held

5663 8t 23 101

2j89 88 106 t994 716

16389 80 1511316

9492 398 09 8t7 7/0

ansacUor arrangements and agreemen invotvmg key management personnel Directors and their close famdy siembers

the cnn course if bususewe provide certai banl inc sewices to key anagement permone Directors and heir family nec hers

lh rans clions re made ui subst intially
the no terms including interest rates and unitv as for compaiable ansachons with

sons of si lan sI indint and did nut iovolv more than the normal of re paymei or preser otliei ifavourahie ti at ares

it October 31 20 total los ito key rianagemert personnel lirectors and their rio family ncmbers are $6 ii ilion October Ii

O1 ml ion NuverT ben 2010 $5 million No guarante es p1 es 011001 nitinents ave been oven to key mi ic me it Oi ic

cetors tI in cli timily mcml

Subsitharies associates and jont ventures

Ii Ihe nrl al oure of bus ie we piovide certain baokin and Ii ia ic al sewice to subsidi iries assocates arid
ioi ventures including

ans mt ies and nun in est he sri dep mits These tea isactions nm the clef nitmon if related pa ty traoactioi and cc made on

in sly sole term for co irabl transactions will th rd arty coun erparties

it October 31 2012 there we cnn depoits on fointveoture irid arOctober 31 2011 $2 billio Noveiaser 2010

$3 hilliorm

Other transactons arrangements or agreements mvolving jomt ventures or associates

Ida

ant ivided

hei cntin3coc es

ttyt rc1
Ott for service eceive

br to ve endc

Oeti her 31 Novembei

201 70

481 r97

135

01 ii

il

As at

ci

un

hI Ic Value

45

87

234
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5201 1122 619 321 1851 t3r 8980 73
461 311 19 91 59 431 2010 /28

3740 811 600 238 1292 29/ 9/0 66/

ii

31 127

31100 23700 11100 /5200 320900 14 600 /66 600 $457200 134b00 $180000

2/ 200 27200

$793800 $452 200 161OO $180000

325 34/ 26 133 963 1803 152 164 48/
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11 ImposItion of business segments

nal ment urposes we are organ ced into five busrness sgme its Effetrve Otober 31 7012 our previous busriress sesments

inadi lit anking Walth Management isurance Internattonal Bank ng and Capital Markets ore eorga riced Into the following Five

business 5t9 lents as outlrned below teed on the products arid servies offered lb om atative results rave teen en 1ed 00 iform to out

ha If ment pesentltton

Pc ona omnr rial Banking omprrses our petsonal artd business fkrng operatIons as wel as certain retail ne est ste tI busin 55

art Irs ope rtd through four buenness FIrms Personal Unancial Services Business Finardal Servre r.nd ards and Paynrent Sluttons

anadt Bar king end CarIbbean Banklrlg In Canada we provide broad suite of finartclal ploducts and servicee to out Ittdlvldual and

lusir elI throu0h our est nsive btanch autom ited Feller macfInes online and telephone bankirlg ntworks WEll as tlnro gh large

iunr br If Irropriltary sale professionals In the CarIbbean we offer broad range of financial products alrd sotvtes to rtrdivld iFs busrness

ri public rnstntutrons In their respectivE markets In the United Stats our cross borde banking business serves tie tteeds of CanadIan

it thor the United States

Wealt inage ster comprises Csnadran Wealth Management Internatronal Wealth Manager rent and Global Asset Mar ag tnent

cccv afllu it hIgh nt woOf and ultra high net worth nlients Ill Canada the Unrted States the United Kinedom Europe Asia and emetgni

Frkets th onrpr hE rrsrve ifte of investment trust inkirg credi atid other wealth natiaeinet solutione We 9151 provide asft

rran ry iten pt
dn It services directly to Itistitutiottal and irtdivn lual lnen as well as th ouch RBC distribution cha trels ar tlrird party

stiibu or

Fir compr SOn our nsurane operatrotrs Cinada atrd gO bally and operates under two business liner Canadnarl nsurance and

rrtern itrori iF Sn Ott en ln Ca iada offer our products and services tirough our proprietary distribution chartnels coiirpn0ed of the fOld sale

whO rduds retail isurrnce branches and our field sales rep esenfatives aIl ters and onltne network a1 well as through

irt nsucvnwe advi ors and travel agencies Outside North sterica we operate Fri reinsuranic markets globally

rye For In asuty St vices olfers global custody fund and pension administration as II as air integrated sOle oF produ ts to institu

aIr so to worldwide We also provide cash rianagenrerit cotre pnndent bankIng and trode finar services to financial institutions

loba ly Ill fundtig and liquidity tnanagerrertt for RBC as well as other scOtt institutions

ii tIF Marl cU mpnises tna nity of our global wholesal baitk ng husittesses providi ig puhl aid private omp ilties nst tutronal

rvestni svernmetl an entral banks with wtde range oF proouts md service ross our two ri
aitr bucittes lIlIes obal fyi seic ad

rp rat id lnvestn rent bankrrtg In North Atnenica we oFfer full suit oF ptoduets and senvnes which include eonporat and inrvestmerrt

Roy kni ruadnAl Ira per



01

033

II

II

II tt

ft

II It

It

It

rf

Il

Ii

13

31

III

11

tti

III pt
ct 11

VI tt

11

11

IV

CV



As at November 2010

United Other

Mmions of Canuan dotars except percentage amounts Canada States
Total

On-balance sheet assets otherthan derivatives $319261 77% $46119 11% $35427 8% 18786 4% $419593

Derivatives before master netting agreement 13527 13 25066 24 58648 56 7530 104771

$332788 63% $71185 14% $94075 18% 26316 5% $524364

Off-balance sheet credit instruments

Committed and uncommitted $180909 73% $43223 18% $13417 5% 8661 4% $246210

Other 38731 56 13130 19 13137 19 3725 68723

$219640 7O% $56353 18% $26554 8% 12386 4% $314933

Includes assets purchased
under reverse repurchase agreements

and securities borrowed loans and customers liability under acceptances
The largest concentrations in Canada are Ontario

at 530/0 October 31 2011 52% November 12010 46% the Prairies at 18% October 31 2011 18% November 12010 15% British Columbia and the territories at 15% October

31 2011 15% November 12010 14% and Quebec at 10% October31 2011 10% November 12010 21% No industry accounts for more than 30% October 31 2011 30%

November 12010 28/o of total onbalance sheet credit instruments

The largest concentration of credit exposure by counterparty type is banks at 49% October 31 2011 56% November 2010 65%

Excludes credit derivatives classified as other than tradingwith replacement cost of $5 million October 31 2011 $41 million November 12010 $7 million

Represents financial instruments with contractual amounts representing credit risk

Retail and wholesale commitments comprise 40% October 31 2011 44% November 12010 46% and 60% October 31 2011 56% November 2010 54% respectively of our

total commitments The largest sectnrconcenlrations in thewholesule portfolio
relate to Energy at 17% October 31 2011 17% November 12010 14% Financing products at 17%

October 31 2011 17% November 12010 17% Non-bankfinanciul services at 9% October31 2011 10% November 12010 15% Sovereign at 9% October 31 2011 8%

November 12010 9% and Real estate and related at 8% October 31 2011 8% November 12010 7%

Note 32 Capital management

Regulatory capital and capital ratios

Capital levels for Canadian banks are regulated pursuant to guidelines issued by OSFI based on standards issued by the Bank for International

Settlements and Basel Committee on Banking Supervision Regulatory capital is allocated to two tiers Tier and Tier Tier capital comprises

the highest quality capital and is core measure of banks financial strength Tier capital consists of more permanent components of capital

is free of mandatory fixed charges against earnings and has subordinate legal position to the rights of depositors and other creditors of the

financial institution Tier capital is composed of supplementary capital instruments that contribute to the overall strength of financial

institution as going concern Total capital is defined as the sum of Tier and Tier capital

Regulatory capital ratios are calculated by dividingTier and Total capital by risk-weighted assets RWA OSFI requires banks to meet

minimum risk-based capital requirements for exposures to credit risk operational risk and where they have significant trading activity market

risk RWA is calculated for each of these risk types and added together to determine total RWA

In addition OSFI formally establishes risk-based capital targets for deposit-taking institutions in Canada These targets are currently Tier

capital ratio of greater than or equal to 7% and Total capital ratio of greater than or equal to 10% In addition to the Tier and Total capital

ratios Canadian banks are required to ensure that their assets-to-capital multiple which is calculated by dividing gross adjusted assets by Total

capital does not exceed maximum level prescribed by OSFI During 2012 and 2011 we have complied with all capital requirements imposed

by OSFI

Impact of adoption of IFRS

Regulatory capital reporting under IFRS commenced with our conversion to IFRS on November 2011 Per OSFIs Capital Adequacy Guidelines

financial institutions may elect phase-in of the impact of the conversion to IFRS on their regulatory capital reporting We made use of this

election and are phasing-in the IFRS conversion impact over five-quarter period ending in the first quarter of fiscal 2013 The phase-in amount

is recognized on straight-line basis and has reduced the IFRS conversion impact on our Tier capital by $444 million this year from

$2.2 billion to $1.8 billion

Determined based on

IFRS Canadian GAAP

As at
_______

October31 October31

2012 2011
Millions of Canadian dollars except for percentage

and multiple amounts

Capital

Tier capital
36807 35713

Total capital
42347 41021

Risk-weighted assets

Credit risk
209559 205182

Market risk
30109 21346

Operational risk
40941 40283

Transitional adjustment prescribed by OSFI
969

Total risk-weighted assets
280609 267780

Capital ratios and multiples

Tier capital

13.1% 13.3%

Total capital
15.1% 15.3%

Assets-to-capital multiple
16.7X 16.IX

Under Basel II transitional guidance OSFI requires the minimum risk-based capital lobe no less than 90% of the capital requirements as calculated under Basel standards If the capital

requirement is less than 900/o transitional adjustment to RWA must be applied as prescribed by the OSFI Capital Adequacy Requirement guidance Section 1.7

As part of the IFRS transition for the assetsto-capital multiple calculation the gross adjusted assets exclude mortgages securitized through the CMHC program up to and including March 33

2010 as approved by OSFI
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Note 33 Recovery and settlement of on-balance sheet assets and liabilities

The table below presents an analysis of assets and liabilities recorded on our Consolidated Balance Sheets by amounts to be recovered or

settled within one year and after one year as at the balance sheet date based on contractual maturities and certain other assumptions outlined

in the footnotes below As warranted we manage the liquidity risk of various products based on historical behavioural patterns that are often not

aligned with contractual maturities Amounts to be recovered or settled within one year as presented below may not be reflective of

managements long term view of the liquidity profile of certain balance sheet categories

October31 2012

Within one After one

Mitlions of Canadian dollars year year

Assets

Cash and due from banks

Interest-bearing deposits with banks

Securities

Trading

Available-for-sale

Assets purchased under reverse repurchase agreements and

securities borrowed

Loans

Retail

Wholesale

Allowance for loan losses

Investments for account of segregated fund holders

Other

Customers liability under acceptances

Derivatives

Premises and equipment net

Goodwill

Other intangibles

Assets of discontinued operations

Investments in associates

Prepaid pension benefit cost

Other assets

Liabilities

Deposits

Insurance and investment contracts for account of segregated
fund holders

Other

Acceptances

Obligations related to securities sold short

Obligations related to assets sold under repurchase

agreements and securities loaned

Derivatives

Insurance claims and policy benefit liabilities

Liabilities of discontinued operations

Accrued pension and other post-employment benefit expense
Other liabilities

Subordinated debentures

Trust capital securities

As at

October 31 2011

Within one After one

Total year year Total

119371 8757 128128

14326 24568 38894

84698 249 84947

42581 242164 284745

26192 38560 64752

1967
320 320

9385 4756 2933 7689

91293 20711 78939 99650

2691 2490 2490

7485 7610 7610

2686 2115 2115

27152 27152

125 142 142

1049 311 311

35019 24963 3004 27967

$825100 382139 $413661 $793833

$508219 339132 $139970 $479102

383 320 320

4756 2933 7689

41339 2945 44284

64032 42735 42735

96761 20943 79579 100522

7921 132 6987 7119

20076 20076

1729 67 1572 1639

41371 32757 6484 39241

7615 8749 8749
900 894 894

$779072 501937 $250433 $752370

11020 1597 12617 11002 1426 12428

10255 10255 6387 73 6460

112406 8377 120783

15305 25523 40828

110052 2205 112257

47193 253992 301185

29446 49610 79056

1997
383 383

5198

12958

32010

4187

78335

2691

7485

2686

125

1049

3009

385843 $441254

374000 $134219

383

5198 4187 9385

38751 2005 40756

64032

14429

232

66

34618

2007

82332

7689

1663

6753

5608

900

533333 $245739

178 Royal Bank of Canada Annual Report 2012 Consolidated Financial Statements



As at November 2010

Miltions of Canadian dollars
Within one year After one year Total

Assets

Cash and due from banks 7367 1169 8536

Interest-bearing deposits with banks 7194 47 7241

Securities

Trading
120629 9210 129839

Available-for-sale
16797 32447 49244

Assets purchased under reverse repurchase agreements and securities borrowed 69841 2857 72698

Loans

Retail
31038 240889 271927

Whotesate
36413 31184 67597

Allowance for loan losses
2867

Investments for account of segregated fund holders
257 257

Other

Customers liabitity under acceptances
4547 2824 7371

Derivatives 22191 83918 106109

Premises and equipment net
2501 2501

Goodwill 6553 6553

Other intangibles
1925 1925

Assets of discontinued operations
5723 5723

Investments in associates
131 131

Prepaid pension benefit cost
266 266

Other assets
26602 3719 30321

348342 419897 765372

Liabilities

Deposits
338259 130254 468513

Insurance and investment contracts for account of segregated fund holders 257 257

Other

Acceptances
4547 2824 7371

Obligations related to securities sotd short 46597 46597

Obligations related to assets sold under repurchase agreements and securities loaned 36006 36006

Derivatives
23558 84519 108077

Insurance claims and policy benefit liabilities
131 6736 6867

Liabilities of discontinued operations
5012 5012

Accrued pension and other post-employment benefit expense
44 1532 1576

Other liabilities
33184 5134 38318

Subordinated debentures 405 7271 7676

Trust capital securities
727 900 1627

488470 239427 727897

Cash and due from banks and Interest bearing deposits with banks are assumed to be recovered within one year except for cash balances not avaitabte for use by the bank

Trading securities classified as at FvTPL and trading derivatives not designated in hedging relationships are presented as within one year as this best represents in most instances the short-

term nature of our trading activities Non-trading derivatives designated in hedging relationships are presented according to the recovery or setttement of the related hedged item

Demand deposits of $237 biltion October 31 2011 $210 billion November 2010 $197 biltion are presented as within one year due to their being repayable on demand or at short

notice usa contractuat basis In practice these deposits relate to broad range of individuals and customer-types which form stable base for our operations and liquidity needs
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Note 3L Parent company information

The following table presents information regarding the entity of Royat Bank of Canada with its subsidiaries presented on an equity

accounted basis

October31

2012

3126

1160

83.704

24668

37973

10909

356079

As at

October31

2011

7406

1560

92408

26837

33837

8745

326776

2342

November

2010

3790

1273

89930

28478

22619

6367

300019

8637

Condensed Balance Sheets

Millions of Canadian dollars

Assets

Cash and due from banks

Interest-bearing deposits with banks

Securities

Investments in bank subsidiaries and associated corporations

Investments in other subsidiaries and associated corporations

Assets purchased under reverse repurchase agreements

Loans net of allowances for loan losses

Net balances due from bank subsidiaries

Net balances due from other subsidiaries

Other assets 129879

647498

125202 18898

625113 590011

Liabilities and shareholders equity

Deposits 422893 413121 384359
Net balances due to bank subsidiaries 2719
Net balances due from other subsidiaries 18062 13261 8431
Other tiabilities 151.942 151280 155163

595616 577662 547953

Subordinated debentures 7615 7749 6677
Shareholders equity

-_______________________ 44267 39702 35381

647498 625113 590011

Condensed Statements of Income

Forj year
ended

October31 October 31

Millions of Canadian dollars 2012 2011

Interest income 18788 17681
Interest expense 6860 7357

Net interest income 11928 10324
Non-interest income 1733 3685

Total revenue 13661 14009

Provision for credit losses 1139 1009
Insurance policyholder benefits and acquisition expense
Non-interest expense 6903 6760

Income before income taxes 5619 6238
Income taxes 1440 1394

Net income before equity in undistributed income of subsidiaries 4179 4844
Equity in undistributed income of subsidiaries 3361 1600

Net income 7540 6444

Includes dividend income from investments in subsidiaries and associated Corporations of $1292 million 2011 $1314 million

Includes income from associated corporations of nominal amount 2011 --loss ofa nominal amount
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Condensed Statements of Cash Flows

3361 1600
9772 28762

29324 26884
20 207

229 1690

2164 2378
2713 3864

6799 16657

9932

287
8401

22898

18054
691

8393
11458

As at

Millions of Canadian dollars
_________________________________________________ _______________________________

Cash flows from operating activities

Net income

Adjustments to determine net cash from operating activities

Change in undistributed earnings of subsidiaries

Change in deposits

Change in toans net of loan securitizations

Proceeds from loan securitizations

Change in obligations related to assets sold under repurchase agreements and securities loaned

Change in assets purchased under reverse repurchase agreements and

securities borrowed

Change in obligations related to securities sold short

Other operating activities

October31 October31

2012 2011

7540 6444

net

Net cash used in operating activities 13660

Cash flows from investing activities

Change in interest-bearing deposits with banks 400

Proceeds from sale of available-for-sale securities 3991

Proceeds from maturity of available-for-sale securities 28994

Purchases of available-for-sale securities 29307
Net acquisitions of premises and equipment and other intangibles 867
Change in cash invested in subsidiaries 163

Change in net funding provided to subsidiaries 10158

Net cash_m investing_activities
13532 15332

Cash flows from financing activities

Issue of subordinated debentures 1500

Repayment of subordinated debentures 1006 404

Issue of common shares 126 152

Dividends paid 3272 3032

Net cash used in from financing activities 4152 1784

Net change in cash and due from banks 4280 3616

Cash and due from banks at beginning of year 7406 3790

Cash and due from banks at end of year 3126 7406

Supplemental disclosure of cash flow information

Amount of interest paid in year 7372 6752

Amount of interest received in year 17502 16758

Amount of dividends received in year 1302 1277

Amount of income taxes recovered paid in year 1951 1012
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Glossary

Acceptances

bitt of exchange or negotiabte instrument

drawn by the borrower for payment at maturity

and accepted by bank The acceptance

constitutes guarantee of payment by the bank

and can be traded in the money market The

bank earns stamping fee for providing this

guarantee

Advanced Internal Ratings Based Approach

AIRB
measurement of credit risk under Basel tt that

uses risk weights determined from internat risk

parameters inctuding probabitity of defautt

toss given defautt and exposure at defautt

Allowance for credit losses

The amount deemed adequate by management

to absorb identified credit tosses as wett as

tosses that have been incurred but are not yet

identifiable as at the batance sheet date This

altowance is established to cover the tending

portfotio including toans acceptances

guarantees tetters of credit and unfunded

commitments The attowance is increased by

the provision for credit tosses which is charged

to income and decreased by the amount of

write-offs net of recoveries in the period

Alt-A assets

term used in the U.S to describe assets

mainty mortgages with borrower risk
profite

between the prime and subprime catego

rizations Categorization of assets as Att-A as

opposed to prime varies such as timited

verification or documentation of borrowers

income or timited credit history

Asset-backed securities ABS
Securities created through the securitization of

poot of assets for exampte auto toans or

credit card toans

Assets-to-capital multiple

Totat assets ptus specified off-batance sheet

items as defined by OSFt divided by totat

regutatory capital

Assets under administration AUA
Assets administered by us which are benefi

ciatty owned by ctients as at October 31

untess otherwise noted Services provided in

respect of assets under administration are of

an administrative nature including

safekeeping cottecting investment income

settting purchase and sale transactions and

record keeping

Assets under management AUM
Assets managed by us which are beneficiatty

owned by clients as at October 31 untess

otherwise noted Services provided in respect

of assets under management inctude the

selection of investments and the provision of

investment advice We have assets under

management that are atso administered by us

and inctuded in assets under administration

Auction rate securities ARS
Securities issued through speciat purpose

entities that hotd tong-term assets funded with

long-term debt with an interest rate reset every

week to 35 days via auctions managed by

participating financiat institutions In the U.S
these securities are issued by sponsors such as

municipatities student toan authorities or

other sponsors through bank-managed

auctions

Bank-owned life insurance contracts Boll

Our U.S tnsurance and Pension sotutions

business provides banks with BOLl stabte vatue

agreements wraps which insure the life

insurance policys cash surrender value from

market fluctuations on the underlying

investments thereby guaranteeing minimum

tax-exempt return to the counterparty These

wraps allow us to account for the underlying

assets on an accrual basis instead of

mark-to-market basis

Basis point bp
One one-hundredth of percentage point

.01%

Canadian GAAP

Canadian generally accepted accounting

principles

Capital adequacy

The level of capital that is sufficient to underpin

risk and accommodate potential unexpected

increases in risk within specified regulatory

targets while maintaining our business plans

This includes risks for which minimum

regulatory capital requirements may not be

specified

Capital position

Measures the extent to which illiquid long-

term assets are funded by short-term liabilities

and represents formuta-based measure of

mismatches in effective maturity between

assets and liabilities including both

comparative and directional structural liquidity

risk

Collateral

Assets pledged as security for loan or other

obligation Collateral can take many forms

such as cash highly rated securities property

inventory equipment and receivables

Collateralized debt obligation CDO
Securities with multiple tranches that are

issued by special purpose entities and

collateralized by debt obligations including

bonds and loans Each tranche offers varying

degree of risk and return so as to meet investor

demand

Collateralized loan obligation dO
Securities that are backed by poot of

commercial or personal loans structured so

that there are several classes of bonds with

varying maturities called tranches

Commercial mortgage-backed securities

CMBS
Securities created through the securitization of

commercial mortgages

Commitments to extend credit

Unutilized amount of credit facilities available

to clients either in the form of loans bankers

acceptances and other on-balance sheet

financing or through off-balance sheet

products such as guarantees and letters of

credit

Covered bonds

Full recourse on-balance sheet obligations

issued by banks and credit institutions that are

also fully collateralized by assets over which

investors enjoy priority claim in the event of

an issuers insolvency

Credit default swaps CDS
derivative contract that provides the

purchaser with one-time payment should the

referenced entity/entities default or similar

triggering event occur

Derivative

contract between two parties which requires

little or no initial investment and where

payments between the parties are dependent

upon the movements in price of an underlying

instrument index or financial rate Examples of

derivatives include swaps options forward

rate agreements and futures The notional

amount of the derivative is the contract amount

used as reference point to calculate the

payments to be exchanged between the two

parties and the notional amount itself is

generally not exchanged by the parties

Dividend payout ratio

Common dividends as percentage of net

income after preferred share dividends

Dividend yield

Dividends per common share divided by the

average of the high and low share prices in the

relevant period

Earnings per share EPS basic

Calculated as net income less preferred share

dividends divided by the average number of

shares outstanding

Earnings per share EPS diluted

Calculated as net income less preferred share

dividends divided by the average number of

shares outstanding adjusted for the dilutive

effects of stock options and other convertible

securities
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Economic capital

An estimate of the amount of equity capital

required to underpin risks It is calculated by

estimating the level of capital that is necessary

to support our various businesses given their

risks consistent with our desired solvency

standard and credit ratings The identified risks

for which we calculate Economic Capital are

credit market trading and non-trading

operational business fixed asset and

insurance Additionally Economic Capital

includes goodwill and intangibles and allows

for diversification benefits across risks and

business segments

Eurozone

group of 17 European Union member states

that have adopted the euro currency as their

sole legal tender which include Austria

Belgium Cyprus Finland France Germany

Greece Ireland Italy Luxembourg Malta the

Netherlands Portugal Slovakia Slovenia and

Spain

Fair value

The amount of consideration that would be

agreed upon in an arms length transaction

between knowledgeable willing parties who

are under no compulsion to act

Gross adjusted assets GM
GM are used in the calculation of the

Assets-to-capital multiple They represent our

total assets including specified off-balance

sheet items and net of prescribed deductions

Off balance sheet items for this calculation are

direct credit substitutes including letters of

credit and guarantees transaction-related

contingencies trade-related contingencies and

sale and repurchase agreements

Guarantees and standby letters of credit

These primarily represent irrevocable

assurances that bank will make payments in

the event that its client cannot meet its

financial obligations to third parties Certain

other guarantees such as bid and performance

bonds represent non-financial undertakings

Harmonized sales tax HSfl

The HST is Canadian sales tax that replaced

the federal goods and services tax GST and

the provincial sales tax PSD in five of the ten

Canadian provinces British Columbia Ontario

New Brunswick Newfoundland and Labrador

and Nova Scotia It is charged on most goods

and services purchased in those provinces

Hedge

risk management technique used to mitigate

exposure from market interest rate or foreign

currency exchange risk arising from normal

banking operations The elimination or

reduction of such exposure is accomplished by

establishing offsetting positions For example

assets denominated in foreign currencies can

be offset with liabilities in the same currencies

or through the use of foreign exchange hedging

instruments such as futures options or foreign

exchange contracts

Hedge funds

type of investment fund marketed to

accredited high net worth investors that is

subject to limited regulation and restrictions on

its investments compared to retail mutual

funds and that often utilize aggressive

strategies such as selling short leverage

program trading swaps arbitrage and

derivatives

Home equity products

This is comprised of residential mortgages and

secured personal loans whereby the borrower

pledges real estate as collateral

International Financial Reporting Standards

IFRS
IFRS are principles-based standards inter

pretations and the framework adopted by the

International Accounting Standards Board

Impaired loans

Loans are classified as impaired when there

has been deterioration of credit quality to the

extent that management no longer has

reasonable assurance of timely collection of the

full amount of principal and interest in

accordance with the contractual terms of the

loan agreement Credit card balances are not

classified as impaired as they are directly

written off after payments are 180 days past

due

Innovative capital instruments

Innovative capital instruments are capital

instruments issued by Special Purpose Entities

SPEs whose primary purpose is to raise

capital We previously issued innovative capital

instruments RBC Trust Capital Securities RBC

TruCS and RBC Trust Subordinated Notes RBC

TSNs through three SPEs RBC Capital Trust

RBC Capital Trust II and RBC Capital Trust III As

per OSFI guidelines innovative capital can

comprise up to 15% of net Tier capital with an

additional 5% eligible for Tier capital

Master netting agreement

An agreement between us and counterparty

designed to reduce the credit risk of multiple

derivative transactions through the creation of

legal right of offset of exposure in the event of

default

Net interest income

The difference between what is earned on

assets such as loans and securities and what is

paid on liabilities such as deposits and

subordinated debentures

Net interest margin average assets

Net interest income as percentage of total

average assets

Normal course issuer bid NCIB

program for the repurchase of our own shares

for cancellation through stock exchange that

is subject to the various rules of the relevant

stock exchange and securities commission

Notional amount

The contract amount used as reference point

to calculate payments for derivatives

Off-balance sheet financial instruments

variety of arrangements offered to clients

which include credit derivatives written put

options backstop liquidity facilities stable

value products financial standby letters of

credit performance guarantees credit

enhancements mortgage loans sold with

recourse commitments to extend credit

securities lending documentary and

commercial letters of credit note issuances

and revolving underwriting facilities securities

lending indemnifications and indemnifications

Office of the Superintendent of Financial

Institutions Canada OSFI
The primary regulator of federally chartered

financial institutions and federally

administered pension plans in Canada OSFIs

mission is to safeguard policyholders

depositors and pension plan members from

undue loss

Operating leverage

The difference between our revenue growth rate

and non-interest expense growth rate

Options

contract or provision of contract that gives

one party the option holder the right but not

the obligation to perform specified trans

action with another party the option issuer or

option writer according to specified terms

Prepaid pension benefit cost

The cumulative excess of amounts contributed

to pension fund over the amounts recorded

as pension expense

Primary dealer

formal designation provided to bank or

securities broker-dealer permitted to trade

directly with countrys central bank Primary

dealers participate in open market operations

act as market-makers of government debt and

provide market information and analysis to

assist with monetary policy

Provision for credit losses PCI
The amount charged to income necessary to

bring the allowance for credit losses to level

determined appropriate by management This

includes both specific and general provisions

Repurchase agreements

These involve the sale of securities for cash and

the simultaneous repurchase of the securities

for value at later date These transactions

normally do not constitute economic sales and

therefore are treated as collateralized financing

transactions
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Residential mortgage-backed securities

RMBS
Securities created through the securitization of

residentiat mortgage loans

Return on common equity ROE
Net income tess preferred share dividends

expressed as percentage of average common

equity

Reverse repurchase agreements

These invotve the purchase of securities for

cash and the simultaneous sate of the

securities for vatue at tater date These

transactions normally do not constitute

economic sates and therefore are treated as

cotlateralized financing transactions

Risk

Financiat institutions face number of different

risks that expose them to possibte tosses

These risks inctude credit risk market risk

tiquidity and funding risk operationat risk

tegal and regutatory compttance risk reputation

risk insurance risk and strategic risk

Risk-weighted assets RWA
Assets adjusted by regutatory risk-weight

factor to reflect the riskiness of on and

off-batance sheet exposures Certain assets are

not weighted but deducted from capitat The

catcutation is defined by guidetines issued by

OSFt based on Baset tt effective November

2007 For more detaits refer to the Capitat

management section

Securities lending

Transactions in which the owner of security

agrees to tend it under the terms of

prearranged contract to borrower for fee

The borrower must cottateratize the security

toan at alt times An intermediary such as

bank often acts as agent for the owner of the

security There are two types of securities

tending arrangements tending with and

without credit or market risk indemnification tn

securities tending without indemnification the

bank bears no risk of toss For transactions in

which the bank provides an indemnification it

bears the risk of toss if the borrower defautts

and the vatue of the cottaterat dectines

concurrentty

Securities sold short

transaction in which the setter setts securities

and then borrows the securities in order to

detiver them to the purchaser upon setttement

At tater date the setter buys identicat

securities in the market to reptace the

borrowed securities

Securitization

The process by which various financiat assets

are packaged into newly issued securities

backed by these assets

Special purpose entities SPEs
Speciat purpose entities which may take the

form of corporation trust partnership or

unincorporated entity typicatty are created to

accomptish narrow and wett-defined objective

with tegat arrangements that impose strict

timits on the decision-making powers of their

governing board trustee or management over

its operations Frequentty these provisions

specify that the poticy guiding the ongoing

activities of the SPEs cannot be modified other

than perhaps by its creator or sponsor

Standardized Approach
Risk weights prescribed by OSFI are used to

catcutate risk-weighted assets for the credit risk

exposures Credit assessments by OSFI

recognized externat credit rating agencies of

SP Moodys Fitch and DBRS are used to risk-

weight our Sovereign and Bank exposures

based on the standards and guidetines issued

by OSFt For our Business and Retait exposures

we use the standard risk weights prescribed by

OSFt

Structured investment vehicles

Managed investment vehicte that holds mainty

highty rated asset-backed securities and funds

itsetf using the short-term commerciat paper

market as welt as the medium-term note MTN
market

Subprime loans

Subprime lending is the practice of making

toans to borrowers who do not quatify forthe

best market interest rates because of their

deficient credit history Subprime tending

carries more risk for tenders due to the

combination of higher interest rates for the

borrowers poorer credit histories and adverse

financiat situations usuatty associated with

subprime appticants

Taxable equivalent basis teb
tncome from certain specified tax advantaged

sources is increased to tevel that would make

it comparabte to income from taxable sources

There is an offsetting adjustment in the tax

provision thereby generating the same

after-tax net income

Tier capital and Tier capital ratio

Tier capitat comprises the more permanent

components of capitat and consists primarily of

common sharehotders equity non-cumutative

preferred shares the majority of which do not

have conversion features into common shares

and the etigibte amount of innovative capitat

instruments In addition goodwill and other

items as prescribed by OSFt are deducted from

Tier capitat to determine adjusted net Tier

capitat The Tier capitat ratio is catcutated by

dividing the adjusted net Tier capitat by risk-

weighted assets

Tier capital

Tier capitat consists mainly of subordinated

debentures trust subordinated notes the

eligible amount of innovative capital instru

ments that could not be included in Tier

capital and an eligible portion of the total

general allowance for credit tosses less OSFI

prescribed deductions

Total capital and total capital ratio

Total capital is defined as the total of net Tier

and Tier capital The total capital ratio is

calculated by dividing total capital by risk-

weighted assets

Tranche

security class created whereby the risks and

returns associated with pool of assets are

packaged into several classes of securities

offering different risk and return profiles from

those of the underlying asset pool Tranches

are typically rated by ratings agencies and

reflect both the credit quality of underlying

collateral as welt as the level of protection

based on the tranches relative subordination

Trust Capital Securities RBC TruCS

Transferable trust units issued by special

purpose entities RBC Capital Trust or RBC

Capital Trust II for the purpose of raising

innovative Tier capital

Trust Subordinated Notes RBC TSNs

Transferable trust units issued by RBC

Subordinated Notes Trust for the purpose of

raising innovative Tier capital

Value-at-Risk VaR
generally accepted risk-measurement

concept that uses statisticaL models based on

historical information to estimate within given

level of confidence the maximum toss in market

value we would experience in our trading

portfolio from an adverse one-day movement in

market rates and prices

Variable interest entity VIE
An entity that either does not have sufficient

equity at risk to finance its activities without

additional subordinated financial support or

where the holders of the equity at risk tack the

characteristics of controlling financial

interest
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Geoffrey Beattie 2001
Toronto Ontario

President and Chief

Executive Officer

The Woodbridge Company

Limited

Deputy Chairman
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David Denison FCA 2012

Toronto Ontario

Corporate Director

The Hon Paule Gauthier

P.C O.C O.Q Q.C 1991
Quebec City Quebec
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Stein Monast L.L.P
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Chairman and Chief

Executive Officer
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Michael McCain 2005
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Executive Officer

Maple Leaf Foods Inc
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O.C O.Q Ph.D FRSC 2011
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2001
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Toronto Ontario
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Bridget van Kralingen 2011
New Yorlç New York

Senior Vice President
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Gordon Nixon C.M O.Ont

President and

Chief Executive Officer

Mark Standish

Co-Group Head Capital Markets
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Principal subsidiaries

Royal Trust Corporation of Canada

The Royal Trust Company

Royal Bank Holding Inc

toyal Mutual Funds Inc

tBC Insurance Holdings Inc

RBC General Insurance Csmpany

RBC Insurance Company of Canada

RBC Life Insurance Company

RBC Direct Insesting Inc

tBC Phillips Hager North Investment Counsel Inc

R.B.C Hsldings Bahamas Limited

RBC Caribbean Investments Limited

Royal Bank of Canada Insurance Company Limited

Royal Bank of Canada Trust Company Bahamas Limited

Investment Hsldings Cayman Limited

RBC Barbados funding Ltd

Royal Bank of Canada Caribbean Corporation

Royal Bank of Canada Trust Company Cayman Limited

RBC Alternative Asset Management Inc

RBC Capital Markets Arbitrage S.A

Royal Bank of Canada Asia Limited

Capital Funding Alberta Limited

RBC Global Asset Management Inc

RBC Ineestor Services Limited

RBC Barbados Trading Bank Corporation

Royal Bank of Canada Financial Corporation

RBC Finance 5.9 rI/By
Rsyal Bank of Canada Hsldings U.K Limited

RBC Europe Limited

Royal Bank of Canada lnnestment Management U.K Limited

Rsyal Bank sf Canada Trust Corporation Limited

RBC Asset Management UK Limited

RBC Holdings Lunembourg S.A R.L

RBC Holdings Channel Islands Limited

Royal Bank of Canada Channel Islands Limited

RBC Treasury Services Cl Limited

RBC Dffshore Fand Managers Limited

RBC Fund Services Jersey Limited

RBC Ineestment Solutions Cl Limited

RBC Investment Services Limited

RBC Regent Fund Managers Limited

RBC Trust Company International Limited

Regent Capital Trust Corporation Limited

RBC Trust Company Jersey Limited

RBC Trustees Guernsey Limited

RBC Regent Tan Consultants Limited

RBC Wealth Planning International Limited

RBC cees Limited

RBC ceen International Limited

RBC ceen Guernsey Limited

RBC fund Administration Cl Limited

Royal Bank of Canada Trust Company Asia Limited

RBC Reinoarance Ireland Limited

Royal Bank of Canada Soisne SA

Roycan Trust Company S.A

RBC Investment Management Ania Limited

RBC Capital Markets Japan Ltd

RBC Holdings Barbados Ltd

RBC Financial Caribbean Limited

Bluebay Asset Management Services Ltd

RBC USA Holdco Corporation

RBC Capital Markets LLC

RBC Trust Company Delaware Limited

RBC Insurance Holdings USA Inc

RBC Bank Georgia National Association

Lonemboarg Lonemboarg

London England

London England

London England

London England

London England

Lonembourg Lanembourg

lerney Channel Islands

Guernsey Channel lslandn

lersey Channel Islands

Guernsey Channel Islands

lersey Channel Islands

Guernsey Channel lolando

lersey Channel Inlando

lerney Channel Islands

lerney Channel Islands

lerney Channel Islands

lerney Channel Islands

Guernsey Channel Islands

Ieroey Channel Islands

lerney Channel lolando

lersey Channel Islands

erney Channel lolands

Guernsey Channel Islando
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Genena Switzerland
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Hong Kong China

St Michael Barbados

too00
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IOD%
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100%

100%
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00%
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1000/o

00%
100%

1000/o

too00
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Voting equity Carrying value of

interest owned noting shares owned

Principal subsidiaries Principal office address by the bank in by the bank

Royal Bank Mortgage Corporation Toronto Ontario Canada 100% 1066

RBC Capital Trust Toronto Ontario Canada 100% 12B1

RBC Dominion Securities Limited Toronto Ontario Canada 100% 49B2

RBC Dominion Securities Inc Toronto Ontario Canada 100%

RBC Wealth Management financial Services Inc Toronto Ontario Canada 100%

RBC Inneotment Services Asia Limited Hong Kong China 100%

RBC Dominion Securities Global Limited Lyford Cay New Providence Bahamas 100%

Toronto Ontario Canada 100% 230

Montreal Quebec Canada 100% 376

Toronto Ontario Canada 1000/o 31929

Toronto Ontario Canada 100%

Miosisnauga Ontario Canada 1OO%

Miosisoaoga Ontario Canada 100%

Miosiosauga Ontario Canada 100%

Misuissauga Ontario Canada 10O%

Toronto Ontario Canada 100%

Toronto Ontario Canada 100%

Nassau New Providence Bahamas 100%

George Town Grand Cayman 100%

St Michael Barbados 1000/o

Lyfnrd Cay New Providence Bahamas 100%

George Town Grand Cayman 100%

St Michael Barbados t00%

St Michael Barbados 1OO%

George Town Grand Cayman 100%

New York New York U.S 100%

Laaemboorg Luaemboorg t00%

Singapore Singapore 100%

Calgary Alberta Canada 100%

Toronto Ontario Canada 100%

Laaemboarg Laaemboarg 100%

St lames Barbados tOO%

St Michael Barbados 100%

3341

17

93

St Michael Barbados t00% 2694

Port of Spain Trinidad and Tobago 00%

London England 100% 1632

New York New York U.S 100% 9191

New York New York U.S 100/o

Wilmington Delaware U.S 100%

Wilmington Delaware U.S 1000/0

Atlanta Georgia U.S 100% 22B

The bank directly or indirectly owns 1000/c of the voting shares of each subsidiary

Each subsidiary is incorporated or organized under the laws of the state or country in which the pdncipal office iv oitaated eacept for RBC USA Holdco Corporation RBC Alternative Asset

Management Inc and RBC Bank Georgia National Association which are incorporated under the laws of the State of Delaware U.S RBC Capital Markets LLC which iv incorporated under

the laws of the State of Minnesota U.S and RBC Investor Services Limited which is incorporated under the laws of the England and Wales

The carrying value in millions of dollars of voting shares is stated as the Banks equity in vach investments

The subsidiaries have outstanding non-voting shares of which the bank directly or indirectly owns 100%
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SharehoLder information

Corporate headquarters

Street address

Royal Bank of Canada

200 Bay Street

Toronto Ontario MSJ 215

Canada

Tel 1-888-212-5533

Fax 416-955-7800

Mailing address

P.O Box

Royal Bank Plaza

Toronto Ontario M51 25

Canada

website rbc.com

Transfer Agent and Registrar

Main Agent

Computershare Trust Company of

Canada

1500 University Street

Suite 700

Montreal Quebec H3A 3S8

Canada

Tel 1-866-5867635 Canada and

the U.S or 514-982-7555

International

Fax 514-982-7580

website computershare.com\rbc

Co-Transfer Agent U.S
Computershare Trust

Company N.A

250 Royal Street

Canton Massachusetts 02021

U.S.A

Co-Transfer Agent U.K
Computershare Investor

Services PLC

Securities Services Registrars

P.O Box 82 The Pavilions

Bridgwater Road

Bristol BS99 7NH

Stock exchange listings

Symbol RY

Common shares are listed on

Canada Toronto Stock

Exchange TSX
U.S New York Stock Exchange

NYSE
Switzerland Swiss Exchange

IX

All preferred shares are listed on

the TSX

Valuation day price

For capital gains purposes the

Valuation Day December 22

1971 cost base for our common

shares is $7.38 per share This

amount has been adjusted to

reflect the two-for-one share split

of March 1981 and the two-for-

one share split
of February 1990

The one-for-one share dividends

paid in October 2000 and April

2006 did not affect the Valuation

Day value for our common

shares

Shareholder contacts

For dividend information change

in share registration or address

lost stock certificates tax forms

estate transfers or dividend

reinvestment please contact

Computershare Trust Company of

Canada

100 University Avenue 9th Floor

Toronto Ontario M5l 2Y1

Canada

Tel 1-866-586-7635 Canada and

the U.S or 514-982-7555

International

Fax 1-888-453-0330 Canada and

the U.S or 416-263-9394

International

For other shareholder inquiries

please contact

Shareholder Relations

Royal Bank of Canada

200 Bay Street

9th Floor South Tower

Toronto Ontario M5 25

Canada

Tel 416-955-7806

Fax 416-974-3535

Financial analysts portfolio

managers institutional investors

For financial information inquiries

please contact

Investor Relations

Royal Bank of Canada

200 Bay Street

4th Floor North Tower

Toronto Ontario M5J 2W7

Canada

Tel 416-955-7802

Fax 416-955-7800

or visit our website at

rbc corn/i nve sto rre lati on

Direct deposit service

Shareholders in Canada and the

U.S may have their RBC common

share dividends deposited directly

to their bank account by electronic

funds transfer To arrange forthis

service please contact our

Transfer Agent and Registrar

Cornputershare Trust Company of

Canada

Eligible dividend designation

For purposes of the enhanced

dividend tax credit rules

contained in the Income ToxAct

Canada and any corresponding

provincial and territorial tax

legislation all dividends and

deemed dividends paid by us to

Canadian residents on our

common and preferred shares

after December 31 2005 are

designated as eligible

dividends Unless stated

othetwise all dividends and

deemed dividends paid by us

hereafter are designated as

eligible dividends for the

purposes of such rules

Common share repurchases

We are engaged in Normal

Course Issuer Bid NCIB During

the one-year period commencing

November 2012 we may

repurchase for cancellation up to

30 million common shares in the

open market at market prices We

determine the amount and timing

of the purchases under the NCIB

subject to prior consultation with

the Office of the Superintendent

of Financial Institutions Canada

OSFI

copy of our Notice of Intention

to file NCIB may be obtained

without charge by contacting our

Corporate Secretary at our

Toronto mailing address

2013 Quarterly earnings release

dates

2013 Annual meeting

The Annual meeting of Common

Shareholders will be held on

Thursday February 28 2013 at

900 am Mountain Standard

Time at the Hyatt Regency

Calgary 700 Centre Street SE

Calgary Alberta T2G 5P6 Canada

First quarter

Second quarter

Third quarter

Fourth quarter

February 28

May30

August 29

December

email servicecornputershare.com
Dividend dates for 2013

Subject to ythe Board of Directors

Ex-dividend Record Payment

dates dates dates

Common and preferred January 22 January 24 February 22

shares series AA AB AC April 23 April 25 May 24

AD AE AF AG AH AJ AL July 23 July25 August 23

AN AP AR AT AV and AX October22__October24 November22

Governance

summary of the significant ways in which corporate governance

practices followed by RBC differ from corporate governance practices

required to be followed by U.S domestic companies underthe New

York Stock Exchange listing standards is available on our website at

rbc.com/governance

Information contained in or otherwise accessible through the websites mentioned in this report to shareholders does not form part of this report All references to websites are inactive textual

references and are for your information only

Trademarks used in this report include the LION GLOBE symbol ROYAL BANK OF CANADA RBC RBC CAPITAL TRUST RBC GLOBAL ASSET MANAGEMENT RBC INSURANCE RBC INVESTOR SERVICES

RBC MyProject
RBC REWARDS RBC SUBORDINATED NOTES TRUST RBC TSN5 RBC TruCS and RBC WEALTH MANAGEMENT which are trademarks of Royal Bank of Canada used by Royal Bank of

Canada and/or by its subsidiaries under license VISA isa registered trademark of Visa International Service Association All other trademarks mentioned in this report including those that are

identified with the symbol which are not the property of Royal Bank of Canada are owned by their respective
holders

Shareholder information Royal Bank of Canada Annual Report 2012 187



Notes

188 Royal Bank of Canada Annual Report 2012 Notes



Peon ri
FSCCO11825J LI.I ij

All paper used in the production of this report is FSC Forest Stewardship Council certified acid free and elemental chlorine free This paper has been certified to
meet the environmental and social standards of the Forest Stewardship Council FSC and comes from responsibly managed forests and verified recycled sourcesTM Trademarks of Royal Bank of Canada All other trademarks are the property of their respective owners
This is carbon neutral publication Carbon dioxide equivalent emissions associated with the production and distribution of this

report have been neutralized throughthe purchase and retirement of certified emission reductions CERs CER5 are subjected to rigorous validation certification registration and issuance process designed
to ensure real measurable and verifiable emission reductions that are recognized under the Kyoto Protocol The CERs were acquired through the RBC

Capital Markets
emissions trading group



Our Values

SERVICE

RESPONSIBILITY
DIVERSITY

Always earning the right to be our clients first choice

rbc.com/ar2012


