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Scotiabank is Canada’s International

Bank and a leading financial
services provider in the Americas.

We are dedicated to helping our more than 25 million customers become better off through a broad range of
advice, products and services, including personal and commercial banking, wealth management and private
banking, corporate and investment banking, and capital markets.
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Proud of
our Progress

CEO Message to Shareholders

Dear fellow Shareholders,

Brian J. Porter

President and
Chief Executive Officer

| wanted to begin this letter — my fifth letter to you, the Bank’s shareholders
— by reiterating that it is my profound honour to serve as Scotiabank’s President
and CEO. | have long believed that banking is a calling. | cannot think of many

careers that are as dynamic and fulfilling.

Drafting my annual Letter to
Shareholders can be challenging,

in large measure because of the
diversity of interests represented
across Scotiabank’s shareholder base.
When it comes to balancing the
competing demands for short-term
results and creating medium-to-long
term value, | am proud of what we
accomplished in 2018. We invested
considerably in our existing businesses
and we also acquired a number of
high-quality assets. These actions will
be additive to the Bank and to you,
our shareholders, for years to come.

I hope that this letter will give you
a clearer sense of the Bank's strong
financial performance, the strategic
progress that we have made over
the past year, and the basis for our
confidence in the Bank’s future.

This year, | am closing my letter
with a detailed Q&A which
reflects some of the questions
that are often raised by the
stakeholder community.
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Financial Performance

CEO Message to Shareholders

Against a backdrop of challenging and volatile geopolitical and economic conditions, the Bank delivered another year of
record earnings. After adjusting for acquisition-related costs, net income was $9.1 billion — up 10% compared to last year.
Adjusted operating leverage, which measures the difference between year-over-year revenue growth and expense growth,

remained strong at 3.7%.

Canadian
Banking

Canadian Banking had another very good year, delivering
earnings of $4.4 billion. Adjusted earnings growth of
8% was strong and supported by mid-single digit
mortgage growth, margin expansion and productivity
improvements. We have a strong Canadian Banking
franchise that will be further strengthened by our

recent Wealth Management acquisitions. As a result, we
are confident that we will meet our medium term goals
for this division of net income growth of 7%-plus and a
productivity ratio (which measures expenses as a
percentage of revenue) of <49%.

&

International Banking performed exceptionally well in
2018, delivering $2.8 billion™ in earnings to equity
holders. We have grown annual net income by more than
$1 billion in the past three years. We are very proud of
the progress we have made internationally, and the
recognition we are earning for our efforts. For example,
Scotiabank was recently named 2018 Bank of the Year in
Latin America and the Caribbean by LatinFinance.

International
Banking

It's important to note that economic growth in our key
international markets is accelerating — particularly in the
Pacific Alliance countries of Mexico, Peru and Colombia.
Furthermore, there is consensus among economists that
the Pacific Alliance countries have strong
fundamentals and significant economic growth
potential. We're optimistic about the future and remain

*Adjusted - please refer to page 18
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confident in our ability to achieve our medium term goals
for this division of 9%-plus net income growth and a
productivity ratio of <51%.

Global Banking
and Markets

Global Banking and Markets (GBM) delivered mixed
results in 2018. Earnings declined 3% from last year as
stronger results in corporate lending and lower provisions
for credit losses were more than offset by reductions in
the capital markets businesses and higher expenses.

We are actively focused on up-tiering our corporate
lending relationships, strengthening our investment
banking franchise and growing our customer business in
Latin America, all of which will better position the division
for future growth.

We see promising opportunities for growth in Latin
America and the United States, where we already have a
strong wholesale presence. The Bank’s strength in the
region allows us to provide all of our corporate and
institutional customers that have a connection to the
Americas with even better banking solutions and
expertise. Latin America and the U.S. are important
markets for the Bank as a whole, and we will continue to
strengthen our presence across the region.

We are the 10" largest foreign banking organization by
assets in the U.S., and have a strong wholesale business.
Our businesses are some of the largest contributors to
the Bank’s earnings outside of Canada, and our presence
there greatly enhances our ability to serve our corporate
and institutional investor clients located anywhere across
our footprint.



Strategic Progress:
Capital Deployment

CEO Message to Shareholders

The past year was productive with regard to capital deployment. In 2018 alone,
the Bank invested roughly $7 billion to acquire unique businesses that come
with high-quality assets, talent and technology. These acquisitions will help
us add new primary customers, grow earnings, achieve greater scale

and increase our presence in key markets. We are confident that the
businesses we acquired and the investments we're making will benefit our
shareholders, customers and our employees for years to come. At the same
time, we also continued to return meaningful capital to our shareholders.

In 2018, we returned $4.0 billion in dividends compared to $3.7 billion in
2017 and we re-purchased more than 8 million shares for $0.6 billion.

Internationally, our acquisition of BBVA Chile — which is also a technologically-
sophisticated bank — made us the 3™ largest private Bank in the country,
up from 5% largest.

In Canada, our acquisitions of MD Financial Management (MD) and Jarislowsky
Fraser (JF) will play a critically important role in strengthening our wealth and
asset management businesses, generating higher fees and enhancing the
number of primary banking relationships. In particular, we gained more than
110,000 new customers in the MD acquisition, and the JF acquisition added
500 new institutional customers. More information about our acquisition of
these two iconic Canadian firms, and the added scale they bring to the Bank,
can be found on page 235.

In addition to executing against some strategic acquisitions, we also look for
opportunities to divest non-core businesses and geographies. This allows us
to sharpen our strategic focus, improve the risk profile of the Bank, and
enhance the quality of earnings for our shareholders. Over the course of
F2019, we expect to make a number of non-core divestitures as we continue
to manage capital strategically.

Looking forward to 2019, we are laser-focused on execution. We have a
strong track record of integrating businesses that we have acquired and
onboarding new employee groups to the Scotiabank community. We always
put the right people and resources in place to make sure that things get
done right. We are confident that the acquisitions we made this year will
create significant value.

Acquisition Highlights

BBVA Chile

Acquired: July 2018

$29
Billion
in Assets

500,000

Customers

Doubles market share.
Creates 3" largest private
bank in Chile.

MD Financial Management

Acquired: October 2018

110,000 @ $49

Customers Billion in Assets

Scotiabank and the CMA
entered into a 10-year
collaboration pursuant to
which CMA will exclusively
promote Scotiabank as the
preferred provider of
financial products and
services to physicians and
their families in Canada.

Jarislowsky Fraser

Acquired: May 2018

500+
Institutional ~: *40
. Billion in Assets
Customers 5

The combination of JF
and Scotiabank’s asset
management business creates
the 3 largest Canadian
active asset manager.

2018 SCOTIABANK ANNUAL REPORT

-p

Bupjueg |euolreulalu|

1uswabeuey Yieapn e110dS

3



4

Building an Even Better Bank

CEO Message to Shareholders

We have a comprehensive series of efforts underway to build an even better bank. Internally, we talk about these efforts in
three broad categories: People, Process and Technology. Let me give you a few examples of the important work we are

doing in each of these categories:

People

We continue to believe that the best

investment we can make is in our own people.

Our efforts here are paying dividends: this year,
the Bank was recognized as one of the “Top 25 World's
Best Workplaces” — and the only bank globally to make
the list. This is further evidence of our continued progress
in growing our talent pool, enhancing our culture, and
building a competitive platform.

Leadership Strategy

We have made significant progress building and reshaping
our leadership teams, augmenting our talent with industry
and domain experts from outside the Bank. Over the past
year, we have enhanced our internal talent through award
winning leadership and skills development programs and
recruited new leaders externally for key roles in IT, HR,
Analytics, Risk and Digital Banking, as well as customer-
facing positions, where our people deliver a superior
customer experience. Today, we have an increasingly
powerful combination of deep institutional knowledge
and leading-edge capabilities across the Scotiabank
team. Our deliberate effort to create an inclusive and high
performance-oriented bank is yielding results. We are
focused on being forward-looking in our succession planning
to adapt with the ever-changing banking environment and
ensure the Bank has the necessary pipeline and bench of
capable and experienced leaders.

We continue to work with our leaders to create a
performance-orientated and inclusive work environment
that enables all Scotiabankers to reach their full potential.
As an example, we have increased our gender
representation across the Bank and now have a Vice
President+ representation of 39% in Canada and 21% in
our international operations. We have made progress, but
recognize there is still opportunity for improvement, which
is why we have introduced programs and initiatives focused
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on driving enhanced inclusion across our global footprint.
We are constantly working to drive awareness about
accessibility, sexual orientation, religion, ethnicity, and
gender representation by increasing our efforts and
investments in inclusion programs.

Investments in Skills and Education

As our Bank continues to grow, we need to support our
workforce in acquiring the skills they need to thrive. We have
always invested in training programs to ensure our employees
have the tools they need to serve our clients, but we need
to ensure those programs are up-to-date and addressing
the skills not only in demand today, but in the future.

We continue to invest in the necessary digital technology
learning, skills libraries and academic partnerships to help
our employees adapt to the digital economy, while
increasingly encouraging our employees’ curiosity about
their own future skills requirements. This year, we announced
that we are investing $250 million over the next 10 years
to ensure we not only maintain our competitive advantage
in key areas but we equip our employees with the
necessary skills to sustain their future, wherever that may
take them. Our immediate efforts will focus on building
the skills in areas that give us a competitive advantage and
support those impacted individuals that require new skills
because of these operational changes.

Employee Experience

The working environment is constantly evolving as our
customers want to be supported in different ways and our
employees look for services and support that are most
relevant to them. We are creating head-offices, branches
and operational centre environments that are enabling
greater flexibility and that also cater for, and encourage
enhanced individual and team performance and engagement.
Our efforts to attract, retain and grow our employees are
directly influenced by the positive experiences we wish our
clients to have. Our benefits, policies and practices are



regularly reviewed to ensure we allow for the engagement
of a diverse and flexible workforce. We have added a
significant focus to addressing the needs of employees

so they are empowered to deliver the best possible
experience for our clients and customers.

o

Process

We continue to make good progress in
re-engineering many processes across the
Bank. The following examples are illustrative:

e Our Structural Cost Transformation (SCT) program has
been the bellwether of our new approach to cost and
process re-engineering, and one of the most successful
programs in the Bank since | became CEO. In 2018, we
delivered more than $1 billion of run-rate savings — exceeding
our commitment of $550 million for the year. We recently
expanded the mandate of this team to also focus on
revenue opportunities. The Enterprise Productivity program
—as it is now known — still has considerable potential to
improve costs and enhance revenue across the Bank.

e Through a focused effort, we have made great progress
in deploying Smart Automation across the Bank. Smart
Automation features Robotic Process Automation (RPA),
Machine Learning and Artificial Intelligence to reduce
costs, enhance productivity, and reduce error rates. We now
have more with 100 instances of Smart Automation in
production, and are rapidly expanding this program.

¢ In procurement, we have reviewed ~50% of our external
spend (involving $4 billion and more than 12,000
contracts) and generated savings of $160 million — 60%
greater than the target we had set at the beginning of
the year. This represents another promising area of the
Bank where we have considerable untapped potential
to achieve greater productivity.

Technology

With regard to technology (which also includes
our efforts in digital, data and analytics), our
significant investments are driving business
value as well as enabling better customer experiences and
more efficient operations.

Teams across the Bank are aligned and working closely
together to learn, test and quickly share best practices.

As a result, we have built strong momentum towards
becoming a leader in technology:

e Our technology investment of $3.3 billion (~11% of
our revenue) for F2018 puts us in-line with our global
peers. This reflects our conscious choice to invest for
the future, and to be well-positioned among
technology leaders.

e We also made the strategic choice to ramp-up our
investment in technology at a faster rate than
non-technology investments: as a result, on average
over the past four years, these investments grew at
12% and 3%, respectively.

e Our work to shift development to the Cloud has helped
us to improve our productivity, increase our velocity and
make us more attractive to top technology talent.
PLATO - our Cloud-based development, deployment
and production platform — has significantly accelerated
our ability to deploy software. Originally developed in
Canada, PLATO is now leveraged by all of our global
teams to increase their speed to production. In Mexico,
we used PLATO to develop a new insurance offering:
it drove a 180% increase in conversion rates of insurance
quotes and doubled the percentage of digital sales from
8% to 16%. By design, our successes in Mexico can
now be applied in Canada, and across our footprint.
PLATO's early successes are already being recognised by
our key partners — for example, Google Cloud and
Microsoft — who have highlighted PLATO’s strengths at
recent developer conferences.

e We have also greatly enhanced our brand among
technology professionals — an important consideration
for attracting and retaining top talent. Today, we have
more than 8,000 full time and contract technology
professionals that are committed to enabling better
digital customer experiences. For example, we are now
rated as the 5% best tech-employer in Toronto by
Hired.com. This is an encouraging sign of progress and
further evidence of us becoming a leader in technology
within our industry. Internationally, we have attracted
hundreds of talented digital professionals to work in our
Digital Factories in Mexico, Peru, Chile and Colombia.
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Scotiabank in the Community

CEO Message to Shareholders

We are proud to be a critical part of the economic
and social fabric of the communities and countries in
which we live and work — these are responsibilities
that we take seriously. Last year, Scotiabankers
contributed 371,000 hours of volunteering and
fundraising time in their respective communities. The Bank
also contributed nearly $80 million globally in donations,
sponsorships and other forms of assistance.

We are fortunate to have a number of longstanding
charitable partners, which provide us with opportunities
to make a positive difference in our communities. As an
example, our relationship with United Way goes back
more than 50 years. Since 1991, Scotiabank employees
have contributed nearly $135 million to United Way.
That money has been used to help people gain access
to the opportunities and resources they need to
improve their lives.

Additionally, through our acquisition of MD Financial,
we entered into a strategic partnership with the Canadian

Closing Remarks

I want to close with a word about the Bank'’s Board of
Directors, and in particular, our Chairman Tom O’Neill.
Over the past five years, Tom has led our Board
exceptionally well, with vigour and resolve. In particular,
the Bank’s leadership team and | have greatly benefitted
from his guidance and steady hand. Tom is scheduled to
retire next April, and | know | speak for all Scotiabankers
when | say he will be missed. Our Board has elected Aaron
Regent to assume the role of Chairman of the Board,
subject to his re-election at our annual meeting of
shareholders on April 9, 2019. Aaron joined our Board in
April 2013 and currently serves as Chair of our Human
Resources Committee. My fellow directors, members of
our management team and | are all confident that the
Board will greatly benefit from Aaron’s leadership.

| 2018 SCOTIABANK ANNUAL REPORT

Medical Association, which will allow the Bank to invest
$115 million over the next 10 years to help advance the
medical profession and health care in Canada. The Bank is
very proud to be working with the CMA to support their
vision for a healthy population in Canada.

We also partner with groups focused on making a difference
throughout all of our international markets. In Latin America,
for example, we are working with Junior Achievement
Americas to boost financial literacy across the Pacific
Alliance region, aiming to reach 50,000 youth. Also, through
our partnership with FCBarcelona and the FCBarcelona
Foundation, we are committed to developing 18 FutbolNet
festivals across six countries over a three year period,
positively impacting more than 18,000 children. In 2018,
over 6,300 kids participated in the FutbolNet Festivals with
40% girls’ participation, which is up by 10% from 2017.

We believe strongly that giving back is the right thing for
the Bank, for our employees, and for our communities —
and society — at large.

Finally, let me extend my sincere thanks to our shareholders
and customers for their trust, and to all Scotiabankers for
their commitment to building an even better Bank. I am
very proud of what we have accomplished over the past
year, and over the past five years, more generally.

As we move into 2019, I am more confident than ever
that the Bank’s best days lie ahead.

g



Questions and Answers

In this year’s letter, | am including some frequently asked questions about the Bank, our investments and our ambitious

plans for the future.

1. How has the Bank grown over the past year and
what are the plans for future growth?

The Bank delivered strong adjusted EPS growth of 8.7 %,
ahead of our medium term objective of 7%+, reflecting
strong earnings growth in Canadian and International
Banking. Our strong financial position enabled us
to continue to grow through selective acquisitions,
organically and increase scale across our footprint.

Strategic Acquisitions: The strategic acquisitions we
completed over the past year will significantly improve
our competitive positioning in key geographies and
businesses. In addition, these acquisitions also provided us
with high-quality assets, talent and technology — a point
we can’t emphasize enough.

Organic Growth: We are also investing heavily in our
existing businesses to build new customer relationships,
grow market share and strengthen franchises in key
markets. Organic growth is a key enabler of achieving
scale across our footprint, and our teams are making very
good progress. As an example, within our International
Banking business, we saw very strong organic growth in
the Pacific Alliance — with double digit loan growth for the
year; we expect that momentum will continue in 2019.

Scale: As the Bank grows, so too do the opportunities to
further leverage our scale. In other words — scale begets
scale. For example, it is unlikely that the BBVA Chile
opportunity would have materialized for us had we not
acquired a 51% controlling interest in Banco Cencosud in
Chile back in 2014, and taken other steps to strengthen
and grow our business there.

2.How have you strengthened your Wealth business
in 2018?

Wealth Management is a critically important part of our
business. With our recent acquisitions, we are now the
31 largest active money manager in Canada. Prior

to these acquisitions, Wealth accounted for ~12% of
our all-Bank earnings. Our strategy for Global Wealth
Management — including leveraging the JF and MD
acquisitions — will put us on-track to generate 15% of the
Bank’s earnings from Wealth over the next five years.

Wealth businesses take considerable time, effort and
investment to grow organically. Our acquisitions of JF
and MD will help to significantly accelerate our Wealth
strategy. Both acquisitions will deepen our presence
across asset classes, improve our business mix and
support our goal of adding 1 million new primary
customers in Canadian Banking over the next

3-5 years.

e In particular, JF —an iconic Canadian brand — improved
our business mix by adding meaningful Assets Under
Management in the Institutional and Ultra High Net
Worth segments. At the same time, we can offer the
Bank’s existing Financial Planning, Private Banking and
Trust Services to JF clients. Additionally, we plan to
leverage JF further, by expanding the Bank’s Wealth
Management offering into our international footprint.

e With the MD acquisition, we became the number one
Private Investment Counsel firm in Canada. MD adds
even more scale to our Wealth Management business,
and provides us with access to one of Canada’s most
affluent client segments. We look forward to deepening
these relationships by delivering Wealth Management
and customized banking solutions.

2018 SCOTIABANK ANNUAL REPORT |
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Questions and Answers

We are making considerable progress against our Wealth
strategy and are already being recognized for our efforts.
Scotia Wealth Management was recently named the
Best Wealth Management Provider in Canada by the
World Finance Wealth Management Awards. We are
confident that our acquisitions in the Wealth space
will complement our existing platform and enable us
to deliver even more customized banking solutions
and expertise to our customers. Over the coming year,
we look forward to deepening our relationships with existing
customers and building strong relationships with new ones.

3.How is Scotiabank’s international footprint
positioning the Bank for growth?

Outside of Canada and the US, our focus is on the
countries that make up the Pacific Alliance. More generally,
we have had a presence in Latin America for decades.

As a result, we know these markets well and have grown our
earnings by more than 70%" in the Pacific Alliance region
over the past four years. Pacific Alliance countries also have
favourable demographics. They have young populations
—with a median age of 29 — and, at present, only 50% of
citizens are believed to hold a bank account, on average. As
a result, we see enormous growth opportunities across the
Pacific Alliance region.

Our international footprint differentiates us from our
competition. It provides the Bank with strong upside

potential, reliable ongoing growth and enhances our
diversification of earnings and risk.

We have pursued a strategic approach to our international
footprint over the past five years. We have chosen to exit
almost a dozen non-core geographies. At the same time,
we have deployed more capital into strategically
important countries and businesses to add scale, enhance
our growth potential and create long term value for

our shareholders.

*Adjusted for acquisition related costs
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Pacific Alliance Population

PACs Total Canada
Population 223MM 37MM
P lati
opuiation 1.0% 0.8%
growth
Median age 29 years old 42 years old

Source: World Bank DataBank 2017; The World Factbook, CIA 2017

Through our Structural Cost Transformation (SCT)
program, we are making the Bank more efficient.

The SCT program delivered more than $1 billion of
run-rate savings in 2018, far more than we had
committed to and more than a year ahead of schedule.
We have deployed a portion of these savings to re-invest
in our businesses, and to further develop our capabilities
in important areas such as technology, digital and
anti-money laundering. We have used the balance of SCT
savings to reduce our productivity ratio — a key measure
of our efficiency. The SCT program is a key factor in
achieving our medium term productivity ratio target of
<50% by 2021. We are confident that our SCT program
will continue to drive more efficiency across the Bank.

One area where we have gained considerable
momentum, and become a leader amongst our peers,

is Smart Automation, which, as noted above, features
Robotic Process Automation (RPA), Machine Learning and



Artificial Intelligence to reduce costs, enhance productivity
and reduce error rates. Among other things, our Smart
Automation program is making us better at fraud
detection and collections — and our operations are more
customer-focused and efficient, with reduced error rates.

We believe there is significant potential for further
productivity improvements in large areas such as
procurement, collections and contact centres. These
efforts will improve the customer experience, reduce costs
and enhance revenue.

5.How are you progressing against your
Digital Strategy?

We have invested aggressively in technology and digital
capabilities to ensure that the Bank is more agile, and
more capable of adapting to a rapidly-changing world.
Our investments in technology are enabling a better
customer experience and more efficient operations.

Digital banking leadership: Two years ago, we
commenced a journey to become a digital leader in
the financial services industry. We set ambitious digital
goals and developed a strategy to achieve those goals.
We are pleased with how our digital strategy is unfolding.
As a result, we are making considerable progress against
our digital goals. In particular, our targets relate to the
proportion of products we sell through digital channels,
the number of customers who regularly use our online
and mobile applications, and the volume of transactions
being conducted in our branches.

Data: We are committed to being a data-centric
organization. For us, that means using data to give our
customers the best experience possible. Data gives us a
better understanding of what our customers care about
and how we can use technology to improve their banking
experience. We know that digital customers are happier
customers: they choose to have more products with us,
they are more likely to recommend our bank to their

family and friends, and they choose to stay with us longer.
As part of being data-centric, we have an unwavering
commitment to our customers’ privacy. We are vigilant
about data privacy and we have extensive protocols in
place to protect data. We are also working with regulators,
governments, and other stakeholders to develop solutions
to keep the system, and our bank, secure. While the
digital world unfolds, questions about data, privacy
and trust will continue to rapidly evolve. For us, trust
is paramount. The trust we have earned from our more
than 25 million customers is one of the most important
assets we have and we will never take it for granted.

We are making good progress

< ................. on our key metrics T }
Digital Retail Sales %
r2016 11 " Goal -
r2017 I 15 +11% >50%
r201s [ 22 .
Branch Financial Transactions %
F2016 [ 26 " Goal -
r2017 [ 23 -6% <10%
r201s I 20
Digital Adoption %
ro1e I 26 " Goal -
r2017 I 29 +7% >70%
r201e [ 33
PR ~ Ontrack to improve all-bank N
productivity ratio to <50%
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Questions and Answers

Scotiabank’s brand and culture of giving has been shaped
over our 186-year history. Giving back and doing the right
thing has always been an important part of our DNA —
and that will always be the case.

Philanthropy: Scotiabankers have a long history and
strong culture of supporting the communities that we
operate in. Scotiabankers have long believed that our
financial performance and our role in society are
inextricably linked. Our philanthropic focus continues to
be supporting young people in the community. For example,
our partnership with Junior Achievement Americas
provided financial literacy and life skills courses to more
than 50,000 students across 17 Caribbean, Central and
South American countries. Additionally, more than
400,000 young people benefitted from the Scotiabank
Futbol Club Program in Latin America in 2018. And last year,
in Canada, the Bank reached the important milestone of
supporting nearly 10,000 minor league hockey teams and
one million kids and counting through our commitment to
community hockey. Our historic, 20-year partnership with
Maple Leaf Sports and Entertainment (MLSE) will provide us
with even more opportunities to give back to the communities
in which our customers and employees live and work.

10 | 2018 SCOTIABANK ANNUAL REPORT

Corporate Social Responsibility: We are conscious of our
economic, environmental and social impact in the countries
in which we operate. We have a number of initiatives
underway that support our CSR priorities. For example,

to support our commitment to the environment, Scotiabank’s
Global Banking and Markets division provided bank
financing totaling approximately $8.0 billion to the
renewable energy sector in 2018, up from $4.7 billion

in 2017. We also implemented an Internal Carbon Price
of $15/tonne CO: to reinvest back into energy efficiency
measures. Over the past two years, we have been making
investments in our Greater Toronto Area head office
workplaces to make them more environmentally
sustainable by decreasing our real estate footprint as well
as our paper dependency.

Scotiabank was recognized for its success in
environmental, social and governance initiatives
by placing on the 2018 Dow Jones Sustainability
Index North America (DJSI), in the top 20% of
companies globally, and as one of the largest
year-over-year point gainers across the Index itself.



Building an Even
Better Bank

Chairman’s Message to Shareholders

Dear fellow Shareholders,

Thomas C. O'Neill

Chairman of Scotiabank’s
Board of Directors

2018 has been a productive year for your Bank. With full support from the Board, over the past year, the senior leadership
team has been making meaningful changes that are positioning the Bank for success over the longer term. In particular,
they have been strengthening core functions, and acquiring new high-quality assets, talent and technology that will
improve our competitive positioning in key geographies and businesses for years to come.

Best in class governance

Your Board takes a principles-based approach to
corporate governance, and in doing so, is committed
to a framework that supports leading practices and
protects the long-term interests of our stakeholders.
This includes shareholders, customers, and the
communities in which we live and work. Our Bank has
long been an early adopter and market leader in robust
corporate governance practices. Our commitment to
good governance is at the heart of the Bank's strong
risk culture.

Your directors are regional, national and international
business and community leaders who bring world-class
expertise across a variety of disciplines to the table.

We are proud of the gender, age, ethnic and global
diversity reflected on the Board. Fourteen of our sixteen
directors are independent and six of them are women.
We were pleased to welcome Benita Warmbold, who
brings in-depth knowledge of the financial services sector
and expertise from a global investment management firm,
to the Board this past year.

Looking forward

It has been my pleasure to serve as Chairman of the Board
for the past four years and be a part of the transformation
that our Bank has undergone during that time. | will be
retiring this spring, following our annual meeting

of shareholders.

As your Board looks forward to Scotiabank’s 187" year,
we do so with a sense of optimism and excitement about
the future. We are fully supportive of the Bank’s strategy,
predicated on a targeted business model within a clearly
defined global footprint and bench strength to match.

Finally, I want to extend my sincere thanks to Scotiabank’s
President and CEQ, Brian Porter, his leadership team and
the 97,000+ Scotiabankers around the world. Thanks also
to you, our shareholders, for your continued commitment
and confidence in our long term strategic vision.

%/,M ¢ oedd
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Executive

Management

Team

Brian J. Porter
President and Chief Executive Officer

James O’Sullivan
Group Head, Canadian Banking

Ignacio “Nacho” Deschamps
Group Head, International Banking
and Digital Transformation

Dieter W. Jentsch
Group Head,
Global Banking and Markets

Barbara Mason
Group Head and
Chief Human Resources Officer

Michael Zerbs
Group Head and
Chief Technology Officer

Dan Rees
Group Head, Operations

Daniel Moore
Chief Risk Officer

Rajagopal (Raj) Viswanathan
Executive Vice President and
Chief Financial Officer

lan Arellano
Executive Vice President and
General Counsel

Paul Baroni
Executive Vice President and
Chief Auditor
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Andrew Branion
Executive Vice President and
Group Treasurer

Tracy Bryan
Executive Vice President,
Contact Centres and Operations

John W. Doig
Executive Vice President and
Chief Marketing Officer

Charles Emond
Executive Vice President, Finance

Terry Fryett
Executive Vice President and
Chief Credit Officer

Glen Gowland
Executive Vice President,
Global Wealth Management

Mike Henry
Executive Vice President and
Chief Data Officer

Jake Lawrence

Executive Vice President and Head,
Global Banking and Markets,
United States

Rania Llewellyn
Executive Vice President,
Global Business Payments

James A. Neate
Global Head,
Corporate and Investment Banking

Gillian Riley
Executive Vice President,
Canadian Commercial Banking

Shawn Rose
Executive Vice President and
Chief Digital Officer

Francisco Sardon
Executive Vice President and
Country Head, Chile

Anya M. Schnoor
Executive Vice President, Retail Products

Laurie Stang
Executive Vice President,
Retail Distribution

Maria Theofilaktidis
Executive Vice President,
Chief Compliance Officer and
Head of Enterprise Risk

Phil Thomas
Executive Vice President and
Chief Retail Risk Officer

Miguel Uccelli
Executive Vice President and
Country Head, Peru

Ashley Veasey

Executive Vice President and
Global Chief Information Officer, Business
Technology

Chadwick Westlake
Executive Vice President,
Enterprise Productivity and
Canadian Banking Finance

Enrique Zorrilla Fullaondo
Executive Vice President and
Country Head, Mexico



Board of
Directors

Thomas C. O'Neill
Chairman of the Board

Scotiabank director since May 26, 2008

Committee Chairs

Tiff Macklem, Ph.D.
Dean of the Rotman School of
Management at the University of Toronto

Risk Committee Chair

Scotiabank director since
June 22, 2015

Una M. Power
Corporate director

Audit Committee Chair

Scotiabank director since
April 12,2016

Aaron W. Regent

Founding Partner of Magris Resources Inc.

Human Resources Committee Chair

Scotiabank director since
April 9, 2013

Susan L. Segal

President and Chief Executive Officer
of the Americas Society and Council of
the Americas

Corporate Governance Committee Chair

Scotiabank director since
December 2, 2011

Board of Directors

Nora A. Aufreiter
Corporate director

Scotiabank director since
August 25, 2014

Guillermo E. Babatz
Managing Partner of Atik Capital, S.C.

Scotiabank director since
January 28, 2014

Scott B. Bonham
Corporate director and co-founder of
Intentional Capital

Scotiabank director since
January 25, 2016

Charles H. Dallara, Ph.D.
Chairman of the Americas.

Partner and member of the Board of
Directors of Partners Group Holding AG

Scotiabank director since
September 23, 2013

Eduardo Pacheco
Chief Executive Officer and a director of
Mercantil Colpatria S.A.

Scotiabank director since
September 25, 2015

Michael D. Penner
Corporate director

Scotiabank director since
June 26, 2017

Brian J. Porter
President and Chief Executive Officer
of Scotiabank

Scotiabank director since
April 9, 2013

Indira V. Samarasekera,

0.C., Ph.D.

Senior advisor at Bennett Jones LLP and a
corporate director

Scotiabank director since
May 26, 2008

Barbara S. Thomas
Corporate director

Scotiabank director since
September 28, 2004

L. Scott Thomson
President and Chief Executive Officer of
Finning International Inc.

Scotiabank director since
April 12, 2016

Benita M. Warmbold
Corporate director

Scotiabank director since
October 29, 2018
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Billion Billion
----------------------- Medium-Term Financial Objectives
Loans Deposits Objective: 2018 Results:
5552 677
Billion Billion Return on Equity: 14%+ 14.9%*
"""""""""""""""""""""""""""""" Earnings Per Share Growth: 7%+ 8.7%"
Net Total Taxes
Income Paid 11.1%
Maintain Strong Capital Ratios A%
*
590.1 3.7
Billion Billion Achieve Positive Operating Leverage 3.7%"
*Adjusted - please refer to page 18 *Adjusted - please refer to page 18
Common Equity Average Assets Earnings by
Tier 1 Capital Ratio % by Geography % Business Line %"
17
11.0 15 111 20
1
13 59 31 49
2016 2017 2018 W Canada M Pacific Alliance M Canadian Banking M Global Banking
mUS. M Other International M International Banking and Markets
For more information, please refer to page 57 For more information, please refer to page 220 *Adjusted - please refer to pages 19-21

Total Return to
Common Shareholders

M Scotiabank
B S&P/TSX Banks Total Return Index
W S&P/TSX Composite Total Return Index
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Enhanced Disclosure Task Force (EDTF) Recommendations

The Enhanced Disclosure Task Force (EDTF) was established by the Financial Stability Board in May 2012 with the goal of developing fundamental
disclosure principles. On October 29, 2012 the EDTF published its report, “Enhancing the Risk Disclosures of Banks”, which sets forth
recommendations around improving risk disclosures and identifies existing leading practice risk disclosures.

Below is the index of all these recommendations to facilitate easy reference in the Bank’s annual report and other public disclosure documents
available on www.scotiabank.com/investorrelations.

Reference Table for EDTF

Pages
Supplementary
Regulatory
Financial Capital
Type of risk Number  Disclosure MD&A Statements Disclosures
General 1 The index of risks to which the business is exposed. 78,82,91 " :
2 The Bank'’s risk to terminology, measures and key parameters. 74-77
3 Top and emerging risks, and the changes during the reporting period. 80-81,87-90 :
4 Discussion on the regulatory development and plans to meet new regulatory ratios. 55-57, 99-100, -
116-117
Risk governance, i 5 The Bank’s Risk Governance structure. 72-74
risk management © 6 Description of risk culture and procedures applied to support the culture. 74-77
and business L7 Description of key risks from the Bank'’s business model. 78-79
model 8 Stress testing use within the Bank’s risk governance and capital management. 75 :
Capital 9 Pillar 1 capital requirements, and the impact for global systemically important banks. 55-57 209 : 4
Adequacy and 10 a) Regulatory capital components. 58" 49-50
risk-weighted b) Reconciliation of the accounting balance sheet to the regulatory balance sheet. : 15
assets 1" Flow statement of the movements in regulatory capital since the previous reporting period, 59-60 : 51
including changes in common equity tier 1, additional tier 1 and tier 2 capital. :
12 Discussion of targeted level of capital, and the plans on how to establish this. 55-57 :
13 Analysis of risk-weighted assets by risk type, business, and market risk RWAs. 63-67,79, 126 : 180, 234 : 6, 24-27, 54, 60
14 Analysis of the capital requirements for each Basel asset class. 63-67 180, 228-234 : 13-14, 22, 38, 42
15 Tabulate credit risk in the Banking Book. 63-67 229:13-14,22, 38, 42
16 Flow statements reconciling the movements in risk-weighted assets for each risk-weighted 63-67 : 53
asset type. :
17 Discussion of Basel lll Back-testing requirement including credit risk model performance and 65-66 : 30-33
validation.
Liquidity Funding : 18 Analysis of the Bank's liquid assets. 97-100 :
19 Encumbered and unencumbered assets analyzed by balance sheet category. 99
20 Consolidated total assets, liabilities and off-balance sheet commitments analyzed by 103-105
remaining contractual maturity at the balance sheet date.
21 Analysis of the Bank'’s sources of funding and a description of the Bank’s funding strategy. 101-102 :
Market Risk 22 Linkage of market risk measures for trading and non-trading portfolios and the balance 96 :
sheet. : :
23 Discussion of significant trading and non-trading market risk factors. 92-97 233-234:
24 Discussion of changes in period on period VaR results as well as VaR assumptions, 92-97 233-234
limitations, backtesting and validation. :
25 Other risk management techniques e.qg. stress tests, stressed VaR, tail risk and market 92-97 : 234
liquidity horizon.
Credit Risk 26 Analysis of the aggregate credit risk exposures, including details of both personal and 87-90, 120-126 : 189-191, 230-232 : 22,38, 42
wholesale lending. : :
27 Discussion of the policies for identifying impaired loans, defining impairments and 153-158, 191
renegotiated loans, and explaining loan forbearance policies. : :
28 Reconciliations of the opening and closing balances of impaired loans and impairment 86, 120-121, 123, : 191 : 18-19
allowances during the year. 124 :
29 Analysis of counterparty credit risk that arises from derivative transactions. 84-85 178, 181
30 Discussion of credit risk mitigation, including collateral held for all sources of credit risk. 84-85, 87 - :
Other risks 31 Quantified measures of the management of operational risk. 67,106 :
32 Discussion of publicly known risk items. 71
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MANAGEMENT'S DISCUSSION AND ANALYSIS

FORWARD LOOKING STATEMENTS

From time to time, our public communications often include oral or written forward-looking statements. Statements of this type are included in this
document, and may be included in other filings with Canadian securities regulators or the U.S. Securities and Exchange Commission, or in other
communications. In addition, representatives of the Bank may include forward-looking statements orally to analysts, investors, the media and others.
All such statements are made pursuant to the “safe harbor” provisions of the U.S. Private Securities Litigation Reform Act of 1995 and any applicable
Canadian securities legislation. Forward-looking statements may include, but are not limited to, statements made in this document, the
Management'’s Discussion and Analysis in the Bank’s 2018 Annual Report under the headings “Outlook” and in other statements regarding the
Bank’s objectives, strategies to achieve those objectives, the regulatory environment in which the Bank operates, anticipated financial results, and the
outlook for the Bank’s businesses and for the Canadian, U.S. and global economies. Such statements are typically identified by words or phrases such
as "believe,” “expect,” “foresee,” “forecast,” “anticipate,” “intend,” “estimate,” “plan,” “goal,” “project,” and similar expressions of future or
conditional verbs, such as “will,” “may,” “should,” “would” and “could.”

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 a number of risk factors, many of which are beyond our control and effects
of which can be difficult to predict, could cause our actual results to differ materially from the expectations, targets, estimates or intentions expressed
in such forward-looking statements.

The future outcomes that relate to forward-looking statements may be influenced by many factors, including but not limited to: general economic
and market conditions in the countries in which we operate; changes in currency and interest rates; increased funding costs and market volatility due
to market illiquidity and competition for funding; the failure of third parties to comply with their obligations to the Bank and its affiliates; changes in
monetary, fiscal, or economic policy and tax legislation and interpretation; changes in laws and regulations or in supervisory expectations or
requirements, including capital, interest rate and liquidity requirements and guidance, and the effect of such changes on funding costs; changes to
our credit ratings; operational and infrastructure risks; reputational risks; the accuracy and completeness of information the Bank receives on
customers and counterparties; the timely development and introduction of new products and services; our ability to execute our strategic plans,
including the successful completion of acquisitions and dispositions, including obtaining regulatory approvals; critical accounting estimates and the
effect of changes to accounting standards, rules and interpretations on these estimates; global capital markets activity; the Bank’s ability to attract,
develop and retain key executives; the evolution of various types of fraud or other criminal behaviour to which the Bank is exposed; disruptions in or
attacks (including cyber-attacks) on the Bank'’s information technology, internet, network access, or other voice or data communications systems or
services; increased competition in the geographic and in business areas in which we operate, including through internet and mobile banking and
non-traditional competitors; exposure related to significant litigation and regulatory matters; the occurrence of natural and unnatural catastrophic
events and claims resulting from such events; and the Bank's anticipation of and success in managing the risks implied by the foregoing. A substantial
amount of the Bank’s business involves making loans or otherwise committing resources to specific companies, industries or countries. Unforeseen
events affecting such borrowers, industries or countries could have a material adverse effect on the Bank’s financial results, businesses, financial
condition or liquidity. These and other factors may cause the Bank's actual performance to differ materially from that contemplated by
forward-looking statements. The Bank cautions that the preceding list is not exhaustive of all possible risk factors and other factors could also
adversely affect the Bank’s results, for more information, please see the “Risk Management” section of the Bank’s 2018 Annual Report, as may be
updated by quarterly reports.

Material economic assumptions underlying the forward-looking statements contained in this document are set out in the 2018 Annual Report
under the headings “Outlook”, as updated by quarterly reports. The “QOutlook” sections are based on the Bank's views and the actual outcome is
uncertain. Readers should consider the above-noted factors when reviewing these sections. When relying on forward-looking statements to make
decisions with respect to the Bank and its securities, investors and others should carefully consider the preceding factors, other uncertainties and
potential events.

Any forward-looking statements contained in this document represent the views of management only as of the date hereof and are presented for
the purpose of assisting the Bank’s shareholders and analysts in understanding the Bank’s financial position, objectives and priorities, and anticipated
financial performance as at and for the periods ended on the dates presented, and may not be appropriate for other purposes. Except as required by
law, the Bank does not undertake to update any forward-looking statements, whether written or oral, that may be made from time to time by or on
its behalf.

Additional information relating to the Bank, including the Bank’s Annual Information Form, can be located on the SEDAR website at
www.sedar.com and on the EDGAR section of the SEC's website at www.sec.gov.

"o "o "o "ou "on "on "ou

November 27, 2018
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MANAGEMENT'S DISCUSSION & ANALYSIS

The Management's Discussion and Analysis (MD&A) is provided to enable readers to assess the Bank’s financial condition and results of operations as
at and for the year ended October 31, 2018. The MD&A should be read in conjunction with the Bank’s 2018 Consolidated Financial Statements,
including the Notes. This MD&A is dated November 27, 2018.

Additional information relating to the Bank, including the Bank’s 2018 Annual Report, are available on the Bank's website at www.scotiabank.com.
As well, the Bank’s 2018 Annual Report and Annual Information Form are available on the SEDAR website at www.sedar.com and on the EDGAR
section of the SEC’s website at www.sec.gov.

Non-GAAP Measures

The Bank uses a number of financial measures to assess its performance. Some of these measures are not calculated in accordance with Generally
Accepted Accounting Principles (GAAP), which are based on International Financial Reporting Standards (IFRS), are not defined by GAAP and do not
have standardized meanings that would ensure consistency and comparability among companies using these measures. The Bank believes that certain
non-GAAP measures are useful in assessing ongoing business performance and provide readers with a better understanding of how management
assesses performance. These non-GAAP measures are used throughout this report and defined below.

Adjusted results and diluted earnings per share

The following tables present reconciliations of GAAP Reported financial results to Non-GAAP Adjusted financial results. The financial results have been
adjusted for the following:

1. Acquisition-related costs — In 2018, the Bank acquired the following: Jarislowsky, Fraser Limited, and MD Financial Management in Canadian
Banking; and BBVA Chile and Citibank consumer and small and medium enterprise operations, Colombia in International Banking. Acquisition-
related costs are defined below.

e Day 1 provision for credit losses on acquired performing financial instruments, as required by IFRS 9. The standard does not differentiate between
originated and purchased performing loans and as such, requires the same accounting treatment for both.

e Integration costs — These include costs that are incurred on the current year's acquisitions and related to integrating the acquired operations and
will not form part of continuing operations once integration is complete.
e Amortization of acquisition-related intangible assets, excluding software, relating to current and past acquisitions.

2. Restructuring charge incurred in 2016.
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T1 Reconciliation of reported and adjusted results and diluted earnings per share

As at October 31 ($ millions) 2018 2017 2016
Reported Results
Net interest income $ 16,191 $ 15,035 $ 14,292
Non-interest income 12,584 12,120 12,058
Total revenue 28,775 27,155 26,350
Provision for credit losses 2,611 2,249 2,412
Non-interest expenses 15,058 14,630 14,540
Income before taxes 11,106 10,276 9,398
Income tax expense 2,382 2,033 2,030
Net income $ 8,724 $ 8,243 $ 7,368
Net income attributable to non-controlling interests in subsidiaries (NCI) 176 238 251
Net income attributable to equity holders 8,548 8,005 7,117
Net income attributable to common shareholders 8,361 7,876 6,987
Diluted earnings per share (in dollars) $ 6.82 $ 649 $ 577
Adjustments
Acquisition-related costs

Day 1 provision for credit losses on acquired performing financial instruments® $ 404 $ - $ -

Integration costs@ 101 - -

Amortization of acquisition-related intangible assets, excluding software@ 86 82 104
Acquisition-related costs (Pre-tax) 591 82 104
Restructuring charge

Restructuring charge (Pre-tax)@ - - 378
Adjustments (Pre-tax) 591 82 482
Income tax expense 171 22 128
Adjustments (After tax) 420 60 354
Adjustment attributable to NCI 122 - -
Adjustments (After tax and NCI) $ 298 $ 60 $ 354
Adjusted Results
Net interest income $ 16,191 $ 15,035 $ 14,292
Non-interest income 12,584 12,120 12,058
Total revenue 28,775 27,155 26,350
Provision for credit losses 2,207 2,249 2,412
Non-interest expenses 14,871 14,548 14,058
Income before taxes 11,697 10,358 9,880
Income tax expense 2,553 2,055 2,158
Net income $ 9,144 $ 8,303 $ 7,722
Net income attributable to NCI 298 238 251
Net income attributable to equity holders 8,846 8,065 7,471
Net income attributable to common shareholders 8,659 7,936 7,341
Adjusted diluted earnings per share
Adjusted net income attributable to common shareholders $ 8,659 $ 7,936 $ 7,341
Dilutive impact of share-based payment options and others 72 59 83
Adjusted net income attributable to common shareholders (diluted) $ 8,731 $ 7,995 $ 7,424
Weighted average number of basic common shares outstanding (millions) 1,213 1,203 1,204
Dilutive impact of share-based payment options and others (millions) 16 20 22
Adjusted weighted average number of diluted common shares outstanding (millions) 1,229 1,223 1,226
Adjusted diluted earnings per share (in dollars) $ 7.1 $ 654 $ 6.05
Impact of adjustments on diluted earnings per share (in dollars) $ 0.29 $ 0.05 § 028

(1) Recorded in provision for credit losses.
(2) Recorded in non-interest expenses.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
T2 Reconciliation of reported and adjusted results and diluted earnings per share by business line

Canadian Banking(®

As at October 31 ($ millions) 2018 2017 2016
Reported Results
Net interest income $ 7,898 $ 7,363 $ 7,024
Non-interest income 5,452 5,488 5,164
Total revenue 13,350 12,851 12,188
Provision for credit losses 794 913 832
Non-interest expenses 6,654 6,487 6,324
Income before taxes 5,902 5,451 5,032
Income tax expense 1,538 1,387 1,296
Net income $ 4,364 $ 4,064 $ 3,736
Net income attributable to non-controlling interests in subsidiaries (NCI) - - -
Net income attributable to equity holders $ 4,364 $ 4,064 $ 3,736
Adjustments
Acquisition-related costs

Day 1 provision for credit losses on acquired performing financial instruments(@ $ - $ - $ -

Integration costs® 31 - -

Amortization of acquisition-related intangible assets, excluding software® 40 35 54
Acquisition-related costs (Pre-tax) 71 35 54
Income tax expense 19 9 15
Adjustments for Acquisition-related costs (After tax) 52 26 39
Adjustment attributable to NCI - - -
Adjustments for Acquisition-related costs (After tax and NCI) $ 52 $ 26 $ 39
Adjusted Results
Net interest income $ 7,898 $ 7,363 $ 7,024
Non-interest income 5,452 5,488 5,164
Total revenue 13,350 12,851 12,188
Provision for credit losses 794 913 832
Non-interest expenses 6,583 6,452 6,270
Income before taxes 5,973 5,486 5,086
Income tax expense 1,557 1,396 1,311
Net income $ 4,416 $ 4,090 $ 3,775
Net income attributable to NCI - - -
Net income attributable to equity holders $ 4,416 $ 4,090 $ 3,775

(1) Refer to Business Line Overview on page 38.
(2) Recorded in provision for credit losses.
(3) Recorded in non-interest expenses.
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T2 Reconciliation of reported and adjusted results and diluted earnings per share by business line

International Banking(

As at October 31 ($ millions) 2018 2017 2016
Reported Results
Net interest income $ 7,322 6,726 6,359
Non-interest income 4,111 3,688 3,482
Total revenue 11,433 10,414 9,841
Provision for credit losses 1,867 1,294 1,281
Non-interest expenses 6,111 5,664 5,523
Income before taxes 3,455 3,456 3,037
Income tax expense 706 828 707
Net income $ 2,749 2,628 2,330
Net income attributable to non-controlling interests in subsidiaries (NCI) 176 238 251
Net income attributable to equity holders $ 2,573 2,390 2,079
Adjustments
Acquisition-related costs

Day 1 provision for credit losses on acquired performing financial instruments@ $ 404 - -

Integration costs® 70 - -

Amortization of acquisition-related intangible assets, excluding software® 46 47 50
Acquisition-related costs (Pre-tax) 520 47 50
Income tax expense 152 13 13
Adjustments for Acquisition-related costs (After tax) 368 34 37
Adjustment attributable to NCI 122 - -
Adjustments for Acquisition-related costs (After tax and NCI) $ 246 34 37
Adjusted Results
Net interest income $ 7,322 6,726 6,359
Non-interest income 4,111 3,688 3,482
Total revenue 11,433 10,414 9,841
Provision for credit losses 1,463 1,294 1,281
Non-interest expenses 5,995 5,617 5,473
Income before taxes 3,975 3,503 3,087
Income tax expense 858 841 720
Net income $ 3,117 2,662 2,367
Net income attributable to NCI 298 238 251
Net income attributable to equity holders $ 2,819 2,424 2,116

(1) Refer to Business Line Overview on page 38.
(2) Recorded in provision for credit losses.
(3) Recorded in non-interest expenses.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

T2 Reconciliation of reported and adjusted results and diluted earnings per share by business line

Other®
As at October 31 ($ millions) 2018 2017 2016
Reported Results
Net interest income $ (483) $ (390) $ (384)
Non-interest income (53) (344) 273
Total revenue (536) (734) 111)
Provision for credit losses - - 50
Non-interest expenses 60 319 653
Income before taxes (596) (1,053) (814)
Income tax expense (449) (786) (545)
Net income $ (147) § (267) $ (269)
Net income attributable to non-controlling interests in subsidiaries (NCI) - - -
Net income attributable to equity holders $ (147) $ (267) $ (269)
Adjustments
Restructuring charge

Restructuring charge (Pre-tax)@ $ - $ - $ 378
Income tax expense - - 100
Adjustments (After tax) - - 278
Adjustment attributable to NCI - - -
Adjustments (After tax and NCI) $ - $ - $ 278
Adjusted Results
Net interest income $ (483) $  (390) $ (384)
Non-interest income (53) (344) 273
Total revenue (536) (734) (111)
Provision for credit losses - - 50
Non-interest expenses 60 319 275
Income before taxes (596) (1,053) (436)
Income tax expense (449) (786) (445)
Net income $ (147) $ (267) $ 9
Net income attributable to NCI - - -
Net income attributable to equity holders $ (147) $ (267) $ 9

(1) Refer to Business Line Overview on page 38.
(2) Recorded in non-interest expenses.

Reconciliation of International Banking'’s reported results and constant dollar results

International Banking business segment results are analyzed on a constant dollar basis. Under the constant dollar basis, prior period amounts are
recalculated using current period average foreign currency rates. The following table presents the reconciliation between reported and constant dollar
results for International Banking for prior periods.

For the year ended October 31 ($ millions) 2017 2016
Foreign Constant Foreign Constant
(Taxable equivalent basis) Reported exchange dollar Reported exchange dollar
Net interest income $ 6,726 $ 100 $ 6,626 $ 6,359 $ 168 $ 6,191
Non-interest income 3,688 35 3,653 3,482 42 3,440
Total revenue 10,414 135 10,279 9,841 210 9,631
Provision for credit losses 1,294 18 1,276 1,281 24 1,257
Non-interest expenses 5,664 70 5,594 5,523 135 5,388
Income tax expense 828 13 815 707 (83) 790
Net Income $ 2,628 $ 34 $ 2,594 $ 2,330 $ 134 $ 2,19
Net income attributable to non-controlling interest in subsidiaries $ 238 $ Q2 $ 240 $ 251 $ 09 $ 260
Net income attributable to equity holders of the Bank $ 2,390 $ 36 $ 2,354 $ 2,079 $ 143 $ 1,936
Other measures
Average assets ($ billions) $ 148 $ 3 $ 145 § 143 $ 4 $ 139
Average liabilities ($ billions) $ 115 $ 2 $ 113 $ 109 $ 3 § 106

The above table is computed on a basis that is different than the table “Impact of foreign currency translation” in Group Financial Performance on
page 25.

Core banking assets
Core banking assets are average earning assets excluding bankers’ acceptances and average trading assets within Global Banking and Markets.

Core banking margin
This ratio represents net interest income divided by average core banking assets.
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T3 Financial highlights

As at and for the years ended October 31 2018™ 2017 2016
Operating results ($ millions)
Net interest income 16,191 15,035 14,292
Non-interest income 12,584 12,120 12,058
Total revenue 28,775 27,155 26,350
Provision for credit losses 2,611 2,249 2,412
Non-interest expenses 15,058 14,630 14,540
Income tax expense 2,382 2,033 2,030
Net income 8,724 8,243 7,368
Net income attributable to common shareholders 8,361 7,876 6,987
Operating performance
Basic earnings per share ($) 6.90 6.55 5.80
Diluted earnings per share ($) 6.82 6.49 5.77
Return on equity (%) 14.5 14.6 13.8
Productivity ratio (%) 52.3 53.9 55.2
Operating leverage (%) 3.0 2.4 (1.9)
Core banking margin (%) 2.46 2.46 2.38
Financial position information ($ millions)
Cash and deposits with financial institutions 62,269 59,663 46,344
Trading assets 100,262 98,464 108,561
Loans 551,834 504,369 480,164
Total assets 998,493 915,273 896,266
Deposits 676,534 625,367 611,877
Common equity 61,044 55,454 52,657
Preferred shares and other equity instruments 4,184 4,579 3,594
Assets under administration 516,033 470,198 472,817
Assets under management 282,219 206,675 192,702
Capital and liquidity measures
Common Equity Tier 1 (CET1) capital ratio (%) 1.1 11.5 11.0
Tier 1 capital ratio (%) 12.5 13.1 12.4
Total capital ratio (%) 14.3 14.9 14.6
Leverage ratio (%) 4.5 4.7 4.5
CET1 risk-weighted assets ($ millions)® 400,507 376,379 364,048
Liquidity coverage ratio (LCR) (%) 124 125 127
Credit quality
Net impaired loans ($ millions)® 3,453 2,243 2,446
Allowance for credit losses ($ millions)® 5,154 4,327 4,626
Net impaired loans as a % of loans and acceptances® 0.60 0.43 0.49
Provision for credit losses as a % of average net loans and acceptances® 0.48 0.45 0.50
Provision for credit losses on impaired loans as a % of average net loans and acceptances® 0.43 0.45 0.50
Net write-offs as a % of average net loans and acceptances 0.44 0.50 0.41
Adjusted results@®
Adjusted net income ($ millions) 9,144 8,303 7,722
Adjusted diluted earnings per share ($) 7.1 6.54 6.05
Adjusted return on equity (%) 14.9 14.7 14.5
Adjusted productivity ratio (%) 51.7 53.6 53.4
Adjusted operating leverage (%) 3.7 (0.2) 1.0
Adjusted provision for credit losses as a % of average net loans and acceptances® 0.41 0.45 0.50
Common share information
Closing share price ($) (TSX) 70.65 83.28 72.08
Shares outstanding (millions)

Average — Basic 1,213 1,203 1,204

Average - Diluted 1,229 1,223 1,226

End of period 1,227 1,199 1,208
Dividends paid per share ($) 3.28 3.05 2.88
Dividend yield (%)” 4.2 4.0 4.7
Market capitalization ($ millions) (TSX) 86,690 99,872 87,065
Book value per common share ($) 49.75 46.24 43.59
Market value to book value multiple 1.4 1.8 1.7
Price to earnings multiple (trailing 4 quarters) 10.2 12.7 12.4
Other information
Employees (full-time equivalent) 97,629 88,645 88,901
Branches and offices 3,095 3,003 3,113

(1
(2
€

The amounts for the year ended October 31, 2018 have been prepared in accordance with IFRS 9; prior year amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).

Refer to page 18 for a discussion of Non-GAAP measures.

As at October 31, 2018, credit valuation adjustment (CVA) risk-weighted assets were calculated using scalars of 0.80, 0.83 and 0.86 to compute CET1, Tier 1 and Total Capital ratios, respectively (scalars of 0.72, 0.77, and 0.81 in
2017, scalars 0.64, 0.71, 0.77 in 2016).

Excludes loans acquired under the Federal Deposit Insurance Corporation (FDIC) guarantee related to the acquisition of R-G Premier Bank of Puerto Rico, prior to 2018.

Includes allowance for credit losses on all financial assets — loans, acceptances, off-balance sheet exposures, debt securities, and deposits with financial institutions.

Includes provision for credit losses on certain financial assets — loans, acceptances, and off-balance sheet exposures.

Based on the average of the high and low common share price for the year.

Jaaus
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Overview of Performance

Financial Results: 2018 vs 2017

Net income was $8,724 million, up 6% from $8,243 million last year. Diluted earnings per share (EPS) were $6.82 compared to $6.49, up 5%. Return
on equity was 14.5% compared to 14.6%.

Adjusting for the impact of Acquisition-related costs (refer to Non-GAAP Measures), net income was $9,144 million, up 10% from $8,303 million. Net
income was positively impacted by increases in net interest income and trading revenues, as well as lower provision for credit losses. Partially offsetting
were lower gains on sale of real estate and investment securities, and a higher effective tax rate. Adjusted Diluted EPS were $7.11, up 9%. Adjusted
Return on equity was 14.9% compared to 14.7%.

Net interest income was $16,191 million, an increase of $1,156 million or 8% from strong growth in Canadian Banking and International Banking
including the 2% impact of acquisitions. This was partly offset by the negative impact of foreign currency translation.

The core banking margin was 2.46%, in line with the prior year. Higher margins in Canadian Banking and Global Banking and Markets were offset by
lower margins in International Banking due mainly to acquisitions, and the impact of asset/liability management activities.

Non-interest income was $12,584 million, up $464 million or 4%. The impact of the sale of the HollisWealth business (“Sale of Business”) last year,
net of the benefit from current year acquisitions, reduced non-interest income by 1%. The remaining 5% growth was from higher banking and credit
card fees, trading revenues, income from associated corporations and the benefit from an additional month of income for certain businesses from the
alignment of reporting period with the Bank (”Alignment of reporting period”). This was partly offset by lower gains on the sale of real estate and
investment securities.

Provision for credit losses was $2,611 million, an increase of $362 million from last year. Adjusting for Acquisition-related costs, the provision for
credit losses decreased $42 million, due primarily to lower provisions in Canadian Banking and Global Banking and Markets, offset by higher
provisions in International Banking. The provision for credit losses ratio was 48 basis points, up three basis points from 45 basis points last year.
Adjusting for Acquisition-related costs, the provision for credit losses ratio was 41 basis points, four basis points below last year.

Non-interest expenses were $15,058 million, an increase of $428 million or 3%. Adjusting for Acquisition-related costs, non-interest expenses
increased 2%. The impact of the acquisitions was more than offset by the benefit from the Sale of Business last year. The remaining increase was due
to higher investments in technology and regulatory initiatives and higher business taxes, partly offset by the accounting benefit driven by
remeasurement of an employee benefit liability (“benefits remeasurement”), and the positive impact of foreign currency translation.

The productivity ratio was 52.3% compared to 53.9% last year. Adjusting for Acquisition-related costs, the productivity ratio was 51.7%. The benefits
remeasurement improved the productivity ratio by 0.7%. Operating leverage was positive 3.0% on a reported basis. Adjusting for Acquisition-related
costs, operating leverage was 3.7%. The benefits remeasurement improved the operating leverage by 1.3%.

The provision for income taxes was $2,382 million, an increase of $349 million. The Bank's overall effective tax rate for the year was 21.5% compared
to 19.8% for 2017. The increase in the effective tax rate was due primarily to higher tax-exempt income from client-driven equity trading activities in
the prior year, partially offset by lower taxes in certain foreign jurisdictions this year.

The Basel Il Common Equity Tier 1 ratio was 11.1% as at October 31, 2018, compared to 11.5% last year, and remained well above the regulatory
minimum.

Medium-term financial objectives

2018 Results

Reported Adjusted™®
Diluted earnings per share growth of 7%+ 5% 9%
Return on equity of 14%+ 14.5% 14.9%
Achieve positive operating leverage Positive 3.0% Positive 3.7%
Maintain strong capital ratios CET1 capital ratio of 11.1%  CET1 capital ratio of 11.1%
(1) Refer to non-GAAP measures on page 18.
Shareholder Returns C1 Closing common share price
as at October 31

In fiscal 2018, the total shareholder return on the Bank’s shares was negative 11.6%, compared
to the total return of the S&P/TSX Composite Index of negative 3.4%. $%

) 80
The total compound annual shareholder return on the Bank's shares over the past five years was
6.6%, and 10.4% over the past 10 years. This exceeded the total annual return of the S&P/TSX 70
Composite Index, which was 5.5% over the past five years and 7.6% over the last 10 years. 60
Dividends were raised twice during the year — a three cent increase effective the second quarter 50
and a further three cent increase effective the fourth quarter. As a result, dividends per share 40

totaled $3.28 for the year, up 8% from $3.05 in 2017. The dividend payout ratio of 47.7% for 08 10 12 14 16 18

the year was in line with the Bank’s target payout range of 40-50%.
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C2 Return to common shareholders

T4 Shareholder returns Share price appreciation plus dividends

For the years ended October 31 2018 2017 2016 o reinvested, 2008=100
Closing market price per common share ($) 70.65 83.28 72.08 300

Dividends paid ($ per share) 3.28 3.05 2.88 250

Dividend yield (%)™ 4.2 4.0 4.7 200

Increase (decrease) in share price (%) (15.2) 15.5 17.2 150

Total annual shareholder return (%)@ (11.6) 20.3 22.5

0
08 10 12 14 16 18

(1) Dividend yield is calculated as the dividend paid divided by the average of the high and low common share price for the year.
(2) Total annual shareholder return assumes reinvestment of quarterly dividends, and therefore may not equal the sum of dividend and share price
returns in the table.

W Scotiabank
W S&P/TSX Banks Total Return Index
S&P/TSX Composite Total Return Index

Economic Outlook

Global growth remains strong but trade policy risks are on the rise. The global economy remains sufficiently robust to deal with reasonably small trade
tensions such as the tariffs on steel and aluminum, but a deepening of trade tensions between the United States and China could have significant
economic impacts. A rational approach to trade policy is expected to prevail and prevent an escalation of trade tensions.

The Canadian economy remains in good shape with growth expected to accelerate modestly to 2.2% in 2019 from the 2.1% forecast for 2018. The
sources of Canadian growth appear to be evolving toward a more sustainable mix with a lighter emphasis on household consumption and real estate,
and a greater contribution from investment and trade that could help increase productivity. Canadian interest rates will likely continue to rise, with the
Bank of Canada rate expected to reach 2.75% by end 2019.

Over the last year, the U.S. economy has experienced a combination of moderate growth, modest inflation, and gradually rising interest rates. The
U.S. economy has been in a favourable period of benign data and policy that have allowed the current eight-and-a-half-year run of uninterrupted
growth to become the second longest U.S. expansion in history as of June 2018. The current policy mix in the U.S. clouds expectations beyond 2019.
Against this background, the Federal Reserve will continue to normalize its policy settings, with rates likely rising to 3.25% by end 2019.

A key challenge facing emerging markets this year is the transition to a more hawkish stance on the part of the Federal Reserve, amplified in some
countries by tensions with the United States. The countries of the Pacific Alliance have been generally insulated from these movements. Growth
prospects are improving in many of these countries as economic activity is expected to improve relative to last year. This is most true in Peru, where
the rise in commodity prices over the past year and a new government is leading to large increases in growth rates relative to 2017. In Colombia, an
increase in oil prices over the past year is providing a positive impulse to business investment, which will be further strengthened as confidence in the
new government takes hold. Strengthening business activity will add to already solid household spending. In Chile, GDP growth is expected to
moderate somewhat from the strong levels witnessed in 2018 but should still exceed 3%. In Mexico, the economy remains moderately strong, as
activity continues to benefit from robust growth in the U.S. and the rest of the world. The political transition is key to Mexican prospects.

Impact of Foreign Currency Translation

The impact of foreign currency translation on net income is shown in the table below.

T5 Impact of foreign currency translation

2018 2017 2016
Average Average Average
For the fiscal years exchange rate % Change exchange rate % Change exchange rate % Change
U.S. Dollar/Canadian Dollar 0.777 1.6% 0.765 1.4% 0.754 (6.4)%
Mexican Peso/Canadian Dollar 14.802 1.3% 14.608 6.9% 13.666 10.3%
Peruvian Sol/Canadian Dollar 2.538 1.0% 2.513 (1.00% 2.539 1.3%
Colombian Peso/Canadian Dollar 2,272 0.3% 2,265 (1.8)% 2,307 10.8%
Chilean Peso/Canadian Dollar 492.892 (1.4)% 500.108 2.8)% 514.549 0.5%
2018 2017 2016
Impact on net income™ ($ millions except EPS) vs. 2017 vs. 2016 vs. 2015
Net interest income $ (101) $ (112) $ (51)
Non-interest income@ 21 (65) 182
Non-interest expenses 85 99 86
Other items (net of tax) 17 18 (34)
Net income $ (20 $ (60) $ 183
Earnings per share (diluted) $ (0.02) $ (0.05) $ 0.15
Impact by business line ($ millions)
Canadian Banking LN )] $ @ $ 14
International Banking®@ (46) (14) 44
Global Banking and Markets (12) 12) 65
Other@ 42 (30) 60
$ (20 $  (60) $ 183

(1) Includes impact of all currencies.
(2) Includes the impact of foreign currency hedges.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
GROUP FINANCIAL PERFORMANCE

Basis of Presentation

The Bank adopted International Financial Reporting Standard (IFRS) 9, Financial Instruments effective November 1, 2017. IFRS 9 includes an
accounting policy choice to defer the adoption of IFRS 9 hedge accounting and to continue to apply the requirements of IAS 39 hedge accounting.
The Bank has exercised this accounting policy choice. The Bank recorded a charge to its opening November 1, 2017 total equity of $610 million, to
reflect the impact of the new requirements of impairment and classification and measurement of financial instruments at the adoption date and did
not restate comparative periods, as permitted by the standard. Accordingly, the current year 2018 results are based on IFRS 9, while the prior years’
results are based on International Accounting Standard (IAS) 39, Financial Instruments: Recognition and Measurement and therefore, these amounts
and related ratios are not comparable. The main impact of impairment under IFRS 9 is on provision for credit losses, and the impact of classification
and measurement is on non-interest income. The provision for credit losses on performing loans is stages 1 and 2 under IFRS 9, while provision for
credit losses on impaired loans is stage 3. For detailed description of the changes, refer to Notes 3 and 4 in the consolidated financial statements.

Net Income

Net income was $8,724 million, up 6% compared to $8,243 million last year reflecting good revenue growth, prudent expense management and the
benefits from acquisitions. Adjusting for the impact of Acquisition-related costs, net income was $9,144 million, up 10% from $8,303 million.

Net Interest Income

Net interest income was $16,191 million, an increase of $1,156 million or 8% from strong growth in core banking assets and the impact of
acquisitions. This was partly offset by the negative impact of foreign currency translation.

Net interest income in Canadian Banking was up $535 million or 7% driven by strong asset and deposit growth and expansion in margin. Net interest
income increased $596 million or 9% in International Banking due primarily to strong asset growth and the 3% contribution from acquisitions. Net
interest income in Global Banking and Markets rose $118 million or 9% driven by higher deposit volumes and higher lending volumes in the U.S.

Core banking assets increased $44 billion to $652 billion. The increase was driven by strong retail and commercial loan growth in International
Banking due mainly to acquisitions, growth in residential mortgages, business loans and personal loans in Canadian Banking, as well as higher
treasury assets.

The core banking margin was unchanged at 2.46%. Higher margins in Canadian Banking and Global Banking and Markets were offset by lower
margins in International Banking due partly to acquisitions and higher volumes of lower margin treasury assets.

Outlook
Net interest income is expected to increase in 2019 driven by growth in core banking assets, the full year impact of the acquisitions made in 2018 and
higher net interest margins driven primarily by rising interest rates in Canada.

T6 Net interest income and core banking margin®

2018 2017 2016
Average Average Average Average Average Average

($ billions, except percentage amounts) balance Interest rate balance Interest rate balance Interest rate
Total average assets and net interest income $ 945.7 $ 16.2 $ 9126 $ 150 $ 9138 $ 143
Less: trading related businesses in Global Banking and

Markets(" 234.6 0.1 249.2 - 259.4 -
Banking margin on average total assets $ 7111 $ 16.1 2.26% $ 6634 § 150 2.26% $ 6544 $ 143 2.18%
Less: non-earning assets and customers' liability under

acceptances 58.7 - 54.6 - 56.6 -
Core banking assets and margin $ 652.4 $ 16.1 2.46% $ 608.8 $ 15.0 2.46% $ 597.8 $ 143 2.38%

(1) Most net interest income from Capital Markets trading assets is recorded in trading revenues in non-interest income.
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T7 Average balance sheet(and net interest income

2018 2017 2016
Average Average Average Average Average Average

For the fiscal years ($ billions) balance Interest rate balance Interest rate balance Interest rate
Assets
Deposits with financial institutions $ 542 $ 09 1.59% $ 532 $ 05 098% $ 678 $ 04 0.58%
Trading assets 101.6 0.2 0.17% 107.2 0.1 0.13% 107.2 0.2 0.16%
Securities purchased under resale

agreements and securities borrowed 94.4 0.4 0.47% 97.0 0.3 0.29% 99.8 0.1 0.16%
Investment securities 79.8 1.6 2.01% 74.8 1.3 1.68% 67.8 1.1 1.57%
Loans:

Residential mortgages 244.2 8.3 3.39% 228.3 7.4 3.23% 218.6 7.4 3.37%

Personal loans 92.1 6.0 6.55% 87.4 5.3 6.08% 84.4 5.0 5.98%

Credit cards 15.1 2.8 18.45% 13.5 2.5 18.73% 12.4 2.3 18.37%

Business and government 177.0 7.9 4.45% 165.0 6.5 3.94% 161.4 5.5 3.41%

Allowance for credit losses (5.0) (4.5) (4.6)
Total loans $ 523.4 $ 25.0 4.77% $ 489.7 $ 217 4.43% § 4722 $ 202 4.28%
Total earning assets $ 853.4 $ 28.1 3.29% $ 8219 $ 239 291% $ 8148 $ 220 2.70%
Customers’ liability under acceptances 16.3 12.3 1.4
Other assets 76.0 78.4 87.6
Total assets $ 945.7 $ 28.1 297% $ 9126 $ 239 262% $ 9138 $ 220 2.41%
Liabilities and equity
Deposits:

Personal $ 213.9 $ 33 1.52% $ 203.8 $ 27 1.30% $ 195.1 $ 24 1.22%

Business and government 399.8 6.5 1.64% 374.7 4.7 1.26% 384.7 3.9 1.01%

Financial institutions 42.2 0.7 1.77% 421 0.5 1.23% 42.8 0.4 1.03%
Total deposits $ 655.9 $ 10.5 1.61% $ 620.6 $ 79 1.27%  $ 622.6 $ 6.7 1.08%
Obligations related to securities sold

under repurchase agreements and

securities lent 96.0 0.3 0.25% 102.3 0.2 0.21% 99.1 0.2 0.19%
Subordinated debentures 5.7 0.2 3.71% 7.1 0.2 3.19% 7.5 0.2 3.10%
Other interest-bearing liabilities 60.1 0.9 1.46% 58.5 0.6 0.99% 54.9 0.6 1.04%
Total interest-bearing liabilities $ 817.7 $ 11.9 1.45% $ 788.5 $ 89 1.13% $ 784.1 $ 7.7 0.98%
Other liabilities including acceptances 63.9 65.3 74.4
Equity® 64.1 58.8 55.3
Total liabilities and equity $ 945.7 $ 119 1.26% $ 912.6 $ 89 097% $ 913.8 $ 77 0.84%
Net interest income $ 16.2 $ 15.0 $ 143

(1) Average of daily balances.

(2) Includes non-controlling interest of $1.9 (2017 — $1.6; 2016 — $1.5).
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MANAGEMENT'S DISCUSSION AND ANALYSIS

C3 Sources of non-interest income
9%

Non-Interest Income

T8 Non-interest i o
on-interest income 14%

2018
versus
For the fiscal years ($ millions) 2018 2017 2016 2017 1% 9%
Banking 59%
Card revenues $ 1,656 $ 1,514 $ 1,359 9% 4% 14%
Deposit and payment services 6% 7%
Deposit services 1,027 989 949 4 Card revenues ® Underwriting and
Other payment services 339 335 330 1 | Deposit and other advisory fees
payment services M Non-trading foreign
1,366 1324 1.279 3 and other banking ~ exchange fees
Credit fees fees Trading revenues
Commitment and other credit fees 840 846 870 1) m Credit fees i(:ti:;:gon-mterest
Acceptance fees 351 307 284 14 m Mutual funds
Brokerage Fees
1,191 1,153 1,154 3 Investment
t and
Other 466 472 436 ) gy Jement.an
$ 4,679 $ 4,463 $ 4,228 5%
Banking fee related expenses 678 608 559 12
Total banking $ 4,001 $ 3,855 $ 3,669 4%
Wealth management
Mutual funds $ 1,714 $ 1,639 $ 1,624 5%
Brokerage fees(” 895 1,047 1,034 (15)
Investment management and trust(
Investment management and custody 551 453 443 22
Personal and corporate trust 181 179 181 1
732 632 624 16
Total wealth management $ 3,341 $ 3,318 $ 3,282 1%
Underwriting and other advisory 514 598 594 (14)
Non-trading foreign exchange 622 557 540 12
Trading revenues(" 1,420 986 1,228 a4
Net gain on investment securities 146 380 534 (62)
Net income from investments in associated
corporations 559 407 414 37
Insurance underwriting income, net of claims 686 626 603 10
Other fees and commissions(" 841 903 732 (7)
Other® 454 490 462 (7)
Total non-interest income $12,584 $12,120 $12,058 4%

(1) Prior year amounts have been reclassified to conform with current period presentation.

Non-interest income was up $464 million or 4% to $12,584 million. The impact of the Sale of Business last year, net of the benefit from current year
acquisitions, reduced non-interest income by 1%. The remaining 5% growth was primarily from higher banking, trading revenues, income from
associated corporations and the benefit from Alignment of reporting period. This was partly offset by lower gains on investment securities and real
estate.

Banking revenues, net of related expenses, grew $146 million or 4% to $4,001 million largely from strong growth in card revenues both in Canadian
Banking and International Banking. Fees from deposit and payment services grew $42 million and Credit fees also increased $38 million, mainly in
Canadian Banking. Banking fee related expenses increased $70 million or 12%, due mainly to credit card expenses driven by higher volumes.

Wealth management revenues increased $23 million or 1% due to higher fees from mutual funds and investment management and trust businesses,
in part from the acquisitions of Jarislowsky Fraser and MD Financial. Largely offsetting were lower brokerage fees resulting from the impact of the Sale
of Business in the prior year.

Underwriting and Other advisory fees declined $84 million or 14% mostly due to lower new issuance activity in the fixed income and equities
businesses.

Trading revenues were up $434 million or 44%, due primarily to higher revenues in equities, partly offset by lower revenues in fixed income and
commodities businesses.

Insurance underwriting income was up $60 million or 10%, due mainly to the Alignment of reporting period and higher premiums from strong
business growth in the Canadian market.

Other income was down $36 million or 7%, due primarily to lower gain on sale of real estate and the impact of the gain on Sale of Business in the
previous year.

Outlook
Non-interest income in 2019 is expected to increase due to higher wealth management fees from the 2018 acquisitions, credit card revenues and
banking fees. The growth is expected to be partly offset by lower gains on sale of investment securities and real estate.
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T9 Trading revenues

For the fiscal years ($ millions) 2018 2017 2016
By trading products:

Interest rate and credit $ 272 § 474 § 559
Equities 441 (125) (20)
Commodities 231 295 376
Foreign exchange 295 250 262
Other 181 92 51
Total trading revenues $ 1,420 $ 986 $ 1,228
% of total revenues 4.9% 3.6% 4.7%

Provision for Credit Losses

Provision for credit losses for 2018 is calculated in accordance with IFRS 9, while the provision for credit losses for 2017 was calculated in accordance
with IAS 39.

The provision for credit losses was $2,611 million, compared to $2,249 million in 2017. Adjusting for Acquisition-related costs, the provision for credit
losses decreased $42 million or 2%.

The provision for credit losses on impaired financial assets increased $106 million relating primarily to retail portfolios in International Banking, mainly
in Latin America driven in part by credit mark benefit in the prior year. This was partially offset by lower provisions in Canadian Banking and Global
Banking and Markets. Provision for performing loans decreased $148 million due primarily to reversal of the previously recorded provision for the
hurricanes in the Caribbean that are no longer required and improvement in credit quality. The provision for credit losses ratio was 48 basis points, an
increase of three basis points. Adjusting for Acquisition-related costs, the provision for credit losses ratio was 41 basis points.

Outlook

The quality of the Bank’s credit portfolio is expected to remain strong given its broad global diversification. Provision for credit losses is expected to be
higher in 2019 in line with organic growth and the impact of acquisitions. As well, certain improvements in credit quality experienced in 2018 are
expected to remain stable and not result in additional recoveries in 2019. Overall, the provision for credit losses ratio in 2019 is expected to be within
the Bank's risk appetite.

T10 Provision for credit losses by business line

2018
Performin Impaired

For the fiscal years ($ millions) (Stage 1 and 2 (Stage 3) Total
Canadian Banking

Retail $ (13) $ 759 $ 746

Commercial 21 27 48
Total 8 786 794
International Banking

Retail 304 1,363 1,667

Commercial (24) 193 169
Total 280 1,556 1,836
Global Banking and Markets (23) (28) (51)
Other - - -
Provision for credit losses on loans, acceptances and off-balance sheet exposures $ 265 $ 2,314 $ 2,579
International Banking $ (10) $ 41 $ 31
Global Banking and Markets $ 1 $ - $ 1
Provision for credit losses on debt securities and deposits with banks $ (9 $ 41 $ 32
Total provision for credit losses $ 256 $ 2,355 $ 2,611
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MANAGEMENT'S DISCUSSION AND ANALYSIS

T10A Provisions against impaired loans by business line

For the fiscal years ($ millions) 2018M 2017 2016
Canadian Banking
Retail $ 759 § 857 770
Commercial 27 56 62
$ 786 $§ 913 832
International Banking
Caribbean and Central America $ 321 $ 215 250
Latin America
Mexico 239 193 224
Peru 349 329 317
Chile 275 145 112
Colombia 358 337 320
Other Latin America 55 75 58
Total Latin America 1,276 1,079 1,031
$ 1,597 $ 1,294 1,281
Global Banking and Markets
Canada s M $ 6) 43
u.s. (6) (15) 113
Asia and Europe (21) 63 93
$ (29) $ 42 249
Total $ 2,355 $ 2,249 2,362
(1) The amounts for 2018 have been prepared in accordance with IFRS 9; prior period amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).
T11 Provision for credit losses as a percentage of average net loans and acceptances(V(3
For the fiscal years (%) 2018 2017 2016
Canadian Banking
Retail 0.26% 0.32% 0.29%
Commercial 0.10 0.13 0.15
0.24 0.29 0.28
International Banking
Retail 2.84 2.09 2.08
Commercial 0.27 0.37 0.52
1.51 1.21 1.26
Global Banking and Markets (0.06) 0.05 0.30
Provisions against impaired loans 0.43 0.45 0.49
Provisions against performing loans 0.05 0.00 0.01
Total 0.48% 0.45% 0.50%
(1) The amounts for 2018 have been prepared in accordance with IFRS 9; prior period amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).
(2) Includes provision for credit losses on certain financial assets — loans, acceptances, and off-balance sheet exposures.
(3) 2018 includes Day 1 acquisition-related impact in International Banking.
T12 Net write-offs() as a percentage of average loans and acceptances?®
For the fiscal years (%) 2018 2017 2016
Canadian Banking
Retail 0.27% 0.34% 0.26%
Commercial 0.09 0.18 0.16
0.24 0.32 0.24
International Banking
Retail 2.35 2.17 1.90
Commercial 0.23 0.50 0.31
1.25 1.31 1.06
Global Banking and Markets 0.03 0.1 0.21
Total 0.44% 0.50% 0.41%

(1) Write-offs net of recoveries.
(2)  The amounts for 2018 have been prepared in accordance with IFRS 9; prior period amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).
(3) Excludes loans acquired under the Federal Deposit Insurance Corporation (FDIC) guarantee related to the acqusition of R-G Premier Bank of Puerto Rico, prior to 2018.
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C4  Non-interest expenses <
Non-Interest Expenses $ millions >
16000 z
T13 Non-interest expenses and productivity 14000 g
m
2018 o o e =
versus m
For the fiscal years ($ millions) 2018 2017 2016 2017 8000 5
6000 v
Salaries and employee benefits 4000 o
Salaries $ 4,454 $ 4,220 $ 4,071 6% 2000 vy
Performance-based compensation 1,624 1,599 1,538 2 16 17 18 2
Share-based payments 192 209 243 (8) ) ] A
Other employee benefits 1,185 1,347 1,173 (12) W Salaries & employee benefits o)
™ Premises & technology >
$ 7,455 $ 7,375 $ 7,025 1% Depreciation and amortization >
. ® Communications & advertising =
Prem!ses and technology W Professional & taxes O
Premises Other >
Occupancy 477 444 428 7 JZ>
Property taxes 98 93 89 5 z
Other premises costs 437 432 431 1 %)
wv
1,012 969 948 4% . —
$ 3 $ = C5 Direct and indirect taxes —
$ millions o
Technology $ 1,565 $ 1,467 $ 1,290 7% 4000 -
3500 o
$ 2,577 $ 2,436 $ 2,238 6% 3000 c
2500 2
A
Depreciation and amortization fggg =
Depreciation 354 340 325 4 1000 C
Amortization of intangible assets 494 421 359 17 500 [a)
>
$ 848 $ 761 $ 684 11% 16 17 18 :
m
. W Provision for income taxes o]
Communications $ 447 $ 437 $ 442 2% Total other taxes 8
o)
Advertising and business development $ 581 $ 581 $ 617 -% J§>
=2
Professional $ 881 $ 775 $ 693 14% Q
Business and capital taxes
Business taxes 419 383 356 9
Capital taxes 45 40 47 13
464 $ 423 $ 403 10%
Other $ 1,805 $ 1,842 $ 2,438 (2)%
Total non-interest expenses $ 15,058 $ 14,630 $ 14,540 3%

Productivity ratio 52.3% 53.9% 55.2%
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Non-interest expenses were $15,058 million, an increase of $428 million or 3%. Adjusting for Acquisition-related costs, non-interest expenses
increased 2%. The impact of the acquisitions was more than offset by the benefit from the Sale of Business last year.

The remaining increase was due mainly to increased investments in technology, regulatory initiatives and higher business taxes. This was partly offset
by the positive impact of foreign currency translation, the impact of the benefits remeasurement and lower share-based payment expenses.

The Bank's total technology cost, that includes Technology expenses in Table T13 and those included within Salaries, Professional, Amortization of
intangible assets and Depreciation, was approximately $3.3 billion, an increase of 9% compared to 2017. This increase reflects the Bank’s continued
investment in its digital transformation and technology modernization efforts. The Bank achieved additional savings of approximately $300 million in
2018 arising from cost-reduction initiatives specifically relating to the 2016 restructuring charge, achieving the $750 million 2019 savings commitment
more than one year early. The Bank’s strategy to reduce structural costs will continue to focus on productivity gains to meet the Bank’s commitments
and thoughtful ongoing technology and regulatory investments.

The productivity ratio was 52.3% compared to 53.9% last year. Adjusting for Acquisition-related costs, the productivity ratio was 51.7%. The benefits
remeasurement improved the productivity ratio by 0.7%.

Operating leverage was positive 3.0% on a reported basis. Adjusting for Acquisition-related costs, operating leverage was 3.7 %. The benefits
remeasurement improved the operating leverage by 1.3%.

Outlook
Non-interest expenses are expected to rise in 2019, due mainly to the impact of acquisitions made in 2018, business growth, and continuing
technology and regulatory investments. This growth will be partly offset by further savings from efficiency initiatives.

Income Taxes

The provision for income taxes was $2,382 million, an increase of $349 million. The effective tax rate increased to 21.5% compared to 19.8% due
primarily to higher tax-exempt income from client-driven equity trading activities in the prior year partially offset by lower taxes in certain foreign
jurisdictions this year.

Outlook

The Bank'’s consolidated effective tax rate is expected to be in the range of 21% to 25% in 2019.
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Financial Results Review: 2017 vs. 2016
In order to identify key business trends between 2017 and 2016, commentary and the related financial results are below.

Net income
The Bank had net income of $8,243 million in 2017, up 12% from $7,368 million in 2016. Diluted earnings per share were $6.49 compared to
$5.77 in 2016. Return on equity was 14.6% in 2017 compared to 13.8% in 2016.

Adjusting for the impact of the restructuring charge in 2016 of $278 million after tax ($378 million pre-tax), or $0.23 per share®, net income and
diluted earnings per share increased 8%. Return on equity was 14.6% compared to 14.3% in 2016 on an adjusted basis.

Net income was positively impacted by increases in net interest income and banking fees, as well as lower provision for credit losses and a lower
effective tax rate. Partially offsetting were lower trading revenues, as well as higher non-interest expenses and the unfavourable impact of foreign
currency translation. Lower net gain on investment securities was partly offset by higher gains on sale of real estate. The gain on sale of HollisWealth
in 2017, a wealth management business, was lower than the gain on sale of a non-core lease financing business (“gain on sale of businesses”) in
2016 in Canadian Banking.

Net interest income

Net interest income increased $743 million or 5% to $15,035 million in 2017, due primarily to growth in retail and commercial lending in
Canadian Banking and International Banking, partly offset by the unfavourable impact of foreign currency translation. The core banking margin
improved eight basis points to 2.46%, driven by higher margins in all business lines.

Non-interest income

Non-interest income increased $62 million or 1% to $12,120 million in 2017. Higher banking and credit card revenues were partly offset by lower
trading revenues and lower fee and commission revenues due to the sale of HollisWealth business. Lower gain on sale of businesses in Canadian
Banking, lower net gain on investment securities and the negative impact of foreign currency translation were partly offset by higher gains on sale
of real estate.

Provision for credit losses

Provision for credit losses was $2,249 million, down $163 million from 2016, due primarily to lower provisions related to energy exposures and the
impact of the increase in the collective allowance against performing loans of $50 million in 2016. Lower commercial provisions in Canadian
Banking and International Banking were partly offset by higher retail provisions. The provision for credit losses ratio improved five basis points to
45 basis points.

Non-interest expenses

Non-interest expenses were $14,630 million in 2017 compared to $14,540 million. Adjusting for the impact of the restructuring charge in 2016,
non-interest expenses increased $468 million or 3%, reflecting higher employee costs, including pension and other benefit costs, as well as
performance-based compensation and the impact of acquisitions. Increased investments in technology and digital banking also contributed to the
year-over-year increase. Partly offsetting were savings from cost-reduction initiatives, the impact from the sale of a wealth management business,
and the impact of foreign currency translation.

Income taxes

The provision for income taxes was $2,033 million in line with 2016. The Bank'’s effective tax rate for the year was 19.8% compared to 21.6%,
due primarily to higher tax-exempt dividends related to client-driven equity trading activities and lower taxes in certain foreign jurisdictions in
2017.

T14 Financial Results Review

Canadian  International  Global Banking

For the year ended October 31, 2017 ($ millions)™ Banking Banking and Markets Other@ Total
Net interest income $ 7,363 $ 6,726 $ 1,336 $ (390) $ 15,035
Non-interest income 5,488 3,688 3,288 (344) 12,120
Total revenue $ 12,851 $ 10,414 $ 4,624 $ (734) $ 27,155
Provision for credit losses 913 1,294 42 - 2,249
Non-interest expenses 6,487 5,664 2,160 319 14,630
Income tax expense 1,387 828 604 (786) 2,033
Net income $ 4,064 $ 2,628 $ 1,818 $ (267) $ 8,243
Net income attributable to non-controlling interests - 238 - - 238
Net income attributable to equity holders of the Bank $ 4,064 $ 2,390 $ 1,818 $ (267) $ 8,005

(1) Taxable equivalent basis. Refer to Glossary.

(2) Includes all other smaller operating segments, including Group Treasury, and corporate adjustments, such as the elimination of the tax-exempt income gross-up reported in net interest income, non-interest income and provision
for income taxes for the year ended October 31, 2017 — $562 to arrive at the amounts reported in Consolidated Statement of income, and differences in the actual amount of costs incurred and charged to the operating
segments.

Refer to Non-GAAP Measures.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Canadian  International  Global Banking

For the year ended October 31, 2016 ($ millions)™ Banking Banking and Markets Other@ Total
Net interest income $ 7,024 $ 6,359 $ 1,293 $ (384) $ 14,292
Non-interest income 5,164 3,482 3,139 273 12,058
Total revenue $ 12,188 $ 9,841 $ 4,432 $ (111) $ 26,350
Provision for credit losses 832 1,281 249 50 2,412
Non-interest expenses 6,324 5,523 2,040 653 14,540
Income tax expense 1,296 707 572 (545) 2,030
Net income $ 3,736 $ 2,330 $ 1,571 $ (269) $ 7,368
Net income attributable to non-controlling interests - 251 - - 251
Net income attributable to equity holders of the Bank $ 3,736 $ 2,079 $ 1,571 $ (269) $ 7,117

(1) Taxable equivalent basis. Refer to Glossary.

(2) Includes all other smaller operating segments, including Group Treasury, and corporate adjustments, such as the elimination of the tax-exempt income gross-up reported in net interest income, non-interest income and provision
for income taxes for the year ended October 31, 2016 — $299 to arrive at the amounts reported in Consolidated Statement of income, and differences in the actual amount of costs incurred and charged to the operating
segments.
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Fourth Quarter Review E
p=d
T15 Fourth quarter financial results g
m
For the three months ended <
m
=
October 31 July 31 October 31 —
($ millions) 2018 2018M 2017 wn
Reported results g
Net interest income $ 4,220 $ 4,085 $ 3,831 2
Non-interest income 3,228 3,096 2,981 2
Total revenue $ 7448  § 7,181 $ 6,812 S]
Provision for credit losses 590 943 536 >
Non-interest expenses 4,064 3,770 3,668 %
Income tax expense 523 529 538 >
Net income $ 2,271 $ 1,939 $ 2,070 jZ>
=
Net income attributable to non-controlling interests in subsidiaries $ 92 $ (44 $ 55 3
wv

Net income attributable to equity holders of the Bank $ 2,179 $ 1,983 $ 2,015
Preferred shareholders and other equity instrument holders 65 27 29 —

Common shareholders $ 2,114 $ 1,956 $ 1,986

(1) The amounts for year ended October 31, 2018 have been prepared in accordance with IFRS 9; prior period amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).
T15A Fourth quarter financial results

For the three months ended

(9}
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October 31 July 31 October 31
($ millions) 2018 2018M 2017
Adjusted results
Net interest income $ 4,220 $ 4,085 $ 3,831
Non-interest income 3,228 3,096 2,981
Total revenue $ 7,448 $ 7,181 $ 6,812
Provision for credit losses 590 539 536
Non-interest expenses 3,962 3,721 3,649
Income tax expense 551 662 543
Net income $ 2,345 $ 2,259 $ 2,084
Net income attributable to non-controlling interests in subsidiaries $ 101 $ 69 $ 55
Net income attributable to equity holders of the Bank $ 2,244 $ 2,190 $ 2,029
Preferred shareholders and other equity instrument holders 65 27 29
Common shareholders $ 2,179 $ 2,163 $ 2,000

(1) The amounts for year ended October 31, 2018 have been prepared in accordance with IFRS 9; prior period amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).

Transactions impacting results

Acquisition-related costs:

During the fourth quarter, the Bank completed the acquisition of MD Financial. Acquisition-related costs for MD Financial and previous acquisitions of
$74 million ($102 million pre-tax), were incurred.

In the third quarter, the Bank completed the acquisitions of Jarislowsky Fraser, BBVA Chile, and the retail operations of Citibank Colombia.
Acquisition-related costs of $320 million ($453 million pre-tax) were recorded in the period. These mainly related to the Day 1 provision for credit
losses on acquired performing financial instruments as required under IFRS 9 (refer to Non-GAAP Measures for further details).

Net income

Q42018 vs Q4 2017

Net income was $2,271 million, an increase of $201 million or 10%. Adjusting for Acquisition-related costs, net income was higher by $261 million or
13%. Asset growth and an improved net interest margin, as well as higher non-interest income and the impact of acquisitions were partly offset by a
higher provision for credit losses and increased non-interest expenses.

Q42018 vs Q32018
Net income was $2,271 million, an increase of $332 million or 17%. Adjusting for Acquisition-related costs, net income was higher by $86 million or
4%. The increase was due primarily to the impact of acquisitions.

Net interest income

Q4 2018 vs Q4 2017

Net interest income was $4,220 million, an increase of $389 million or 10%. Acquisitions contributed to 6% of the increase. The remaining increase
was from broad-based lending growth across retail, commercial and corporate segments across our three business lines.

The core banking margin improved three basis points to 2.47%. The change in business mix from the impact of International Banking acquisitions and
higher margins in Canadian Banking was partly offset by lower margin in Global Banking and Markets and a lower contribution from asset/liability
management activities.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Q42018 vs Q32018
Net interest income was $4,220 million, an increase of $135 million or 3%. This increase was due primarily to the impact of acquisitions, partially
offset by lower contributions from asset/liability management activities, as well as Global Banking and Markets.

The core banking margin of 2.47% was up one basis point. The positive change in asset mix driven by acquisitions and lower volumes of treasury
assets were partially offset by lower margins in Global Banking and Markets and Canadian Banking.

Non-interest income

Q4 2018 vs Q4 2017

Non-interest income grew $247 million or 8% to $3,228 million. The impact of acquisitions, net of the gain on sale of HollisWealth (“Sale of
Business”) last year, contributed 2% to the growth. The remaining growth was due mainly to higher banking and credit card fees, trading revenues
and income from associated corporations including the alignment of the reporting period with the Bank (“Alignment of reporting period”). Partly
offsetting were lower gains on the sale of real estate and investment securities.

Q42018 vs Q32018

Non-interest income increased $132 million or 4%. Acquisitions accounted for approximately 3% of the growth. The remaining growth was primarily
due to higher banking and credit card fees, trading revenues and income from associated corporations mostly from the Alignment of reporting period.
These were partly offset by lower securities gains, wealth management fees, and the negative impact of foreign currency translation.

Provision for credit losses

Q4 2018 vs Q4 2017
The provision for credit losses was $590 million, an increase of $54 million or 10%, due to higher retail provision in line with acquisition driven
growth, partly offset by a decrease in commercial provision.

Provision on impaired financial assets (including loans and debt securities) was $637 million, up $101 million due primarily to higher retail provisions in
International Banking. Higher provision relating to Barbados debt restructuring was offset by recoveries in International Banking and Global Banking
and Markets. The provision for credit losses ratio on impaired loans remained unchanged at 42 basis points. Reduction in provision for performing
loans of $47 million was due primarily to reversal of the provision previously recorded for the hurricanes in the Caribbean that is no longer required,
and improvement in credit quality. The provision for credit losses ratio decreased three basis points to 39 basis points.

Q42018 vs Q32018
The provision for credit losses was $590 million, a decrease of $353 million. Adjusting for Acquisition-related costs, the provision for credit losses
increased $51 million or 9%, due to higher retail provision in line with acquisition driven growth, partly offset by decrease in commercial provision.

Provision on impaired financial assets (including loans and debt securities) was up $637 million, an increase of $78 million or 14%, due primarily to
higher retail provision in International Banking, which included the full quarter impact of acquisitions. Higher provision relating to Barbados debt
restructuring was offset by recoveries in International Banking and Global Banking and Markets. The provision for credit losses ratio on impaired loans
was 42 basis points, an increase of one basis point. Reduction in provision for performing loans of $27 million was due primarily to reversal of the
provision previously recorded for the hurricanes in the Caribbean that is no longer required, and improvement in credit quality. The provision for credit
losses ratio decreased one basis point to 39 basis points.

Non-interest expenses

Q4 2018 vs Q4 2017

Non-interest expenses were $4,064 million, up $396 million or 11%. Adjusting for Acquisition-related costs, non-interest expenses were up

$311 million or 9%, of which 6% related to the impact of acquisitions. The remaining 3% increase was due primarily to increased investments in
technology and regulatory initiatives, other business growth-related expenses, and the negative impact of foreign currency translation. Partly
offsetting were the impact of further savings from cost-reduction initiatives.

The productivity ratio was 54.6% compared to 53.8%. Adjusting for Acquisition-related costs, the productivity ratio was 53.2% compared to 53.6%.

Q4 2018 vs Q3 2018

Non-interest expenses were up $294 million or 8%. Adjusting for Acquisition-related costs, non-interest expenses were up $240 million or 7%, of
which 5% related to the impact of acquisitions. The remaining 2% increase was due largely to higher advertising and business development and other
expenses supporting the business, partly offset by the positive impact of foreign currency translation.

The productivity ratio was 54.6% compared to 52.5%. Adjusting for Acquisition-related costs, the productivity ratio was 53.2% compared to 51.8%.

Income taxes

Q4 2018 vs Q4 2017
The effective tax rate was 18.7%, or 19.0% adjusting for Acquisition-related costs, this quarter, down from 20.6% due primarily to lower taxes in
certain foreign jurisdictions in 2018. The prior year benefitted from higher tax-exempt dividends related to client-driven equity trading activities.

Q42018 vs Q3 2018
The effective tax rate decreased to 18.7%, or 19.0% adjusting for Acquisition-related costs, from 21.5%, due primarily to lower taxes in certain
foreign jurisdictions.
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Trending Analysis
T16 Quarterly financial highlights

For the three months ended

October 31 July 31 April 30 January 31 October 31 July 31 April 30 January 31
($ millions) 2018M 2018M 2018M 2018M 2017 2017 2017 2017
Reported results
Net interest income $ 4220 $ 4,085 $ 3,950 $ 3,936 $ 3,831 $ 3833 ¢ 3,728 $ 3,643
Non-interest income 3,228 3,096 3,108 3,152 2,981 3,061 2,853 3,225
Total revenue $ 7,448 $ 7,181 $ 7,058 $ 7,088 $ 6,812 $ 6,894 $ 6,581 $ 6,868
Provision for credit losses 590 943 534 544 536 573 587 553
Non-interest expenses 4,064 3,770 3,726 3,498 3,668 3,672 3,601 3,689
Income tax expense 523 529 621 709 538 546 332 617
Net income $ 2,271 $ 1,939 $ 2,177 $ 2,337 $ 2,070 $ 2,103 $ 2,061 $ 2,009
Basic earnings per share ($) 1.72 1.60 1.70 1.88 1.66 1.68 1.63 1.58
Diluted earnings per share ($) 1.71 1.55 1.70 1.86 1.64 1.66 1.62 1.57
Core banking margin (%)@ 2.47 2.46 2.47 2.46 2.44 2.46 2.54 2.40
Effective tax rate (%) 18.7 21.5 22.2 23.3 20.6 20.6 13.9 23.5
Adjusted results
Adjusted net income $2345 $ 2259 § 2,190 $ 2,350 $ 2084 $2117 $ 2,075 $ 2,027
Adjusted diluted earnings per share $ 177 $ 176 $ 1.71 $ 1.87 $ 165 $ 168 $ 1.63 $ 1.58

(1) The amounts for the year ended October 31, 2018 have been prepared in accordance with IFRS 9; prior period amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).
(2) Refer to page 18 for a discussion of non-GAAP measures.

Net income
The Bank recorded strong net income over the past eight quarters. The current quarter’s earnings were reduced by Acquisition-related costs of $74
million ($102 million pre-tax). The prior quarter’s earnings were reduced by Acquisition-related costs $320 million ($453 million pre-tax).

The first quarter of 2018 included an accounting benefit of $150 million ($203 million pre-tax) driven by remeasurement of an employee benefit
liability from certain plan modifications.

Net interest income

Net interest income increased over the period, driven by steady growth in retail and commercial loans in both Canadian and International Banking.
Net interest margin has remained relatively stable over the period. The margin was 2.47% this quarter, up one basis point from the prior quarter. The
second quarter of 2017 was higher than other periods due primarily to business mix changes and Central Bank rate changes in International Banking,
as well as higher contributions from asset/liability management activities.

Non-interest income

Non-interest income was higher in the current quarter due primarily to the impact of acquisitions, higher banking and credit card fees, trading
revenues and income from associated corporations mostly from the Alignment of reporting period in Thailand. The second quarter of 2018 included
an additional month of income from Chile and the Canadian insurance business from the Alignment of reporting period with the Bank. Net gain on
investment securities declined this quarter compared to last quarter. Gains on sale of real estate continued at a lower level this quarter compared to
2017. The Sale of Business in the fourth quarter of 2017 resulted in a gain that quarter and also contributed to lower wealth management fees.

Provision for credit losses
Provision for credit losses for 2018 is calculated in accordance with IFRS 9, while the provision for credit losses for 2017 was calculated in accordance
with IAS 39. Prior period amounts have not been restated and therefore, the provision for credit losses and related ratios are not directly comparable.

Provision for credit losses has remained stable over the period. Asset quality has remained strong despite increased lending activity.

The provision for credit losses was $590 million this quarter, of which $637 million related to provision on impaired financial assets. In the prior
quarter, Acquisition-related costs of $404 million (refer Non-GAAP Measures) were recognized in the provision for credit losses.

Non-interest expenses

Non-interest expenses increased this quarter due to the current year’s acquisitions, as well as the impact of Acquisition-related costs. Non-interest
expenses have generally trended upwards over the period, mostly to support business growth and the Bank’s investments in acquisitions, strategic
initiatives and in technology, partly offset by structural cost-reduction initiatives. There have also been increases in performance-based compensation.
The first quarter of 2018 included a benefits remeasurement of $203 million, reducing that quarter’s expenses.

Income taxes

The effective tax rate was 18.7% this quarter and averaged 20.5% over the period, with a range of 13.9% to 23.5%. In the second quarter of 2017,
the tax rate was 13.9% reflecting a higher amount of tax-exempt dividends related to client-driven equity trading activities. Effective tax rates in other
quarters were impacted by different levels of income earned in foreign jurisdictions, as well as the variability of tax-exempt dividend income.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

BUSINESS LINE OVERVIEW

Business line results are presented on a taxable equivalent basis, adjusting for the following:

e The Bank analyzes revenue on a taxable equivalent basis (TEB) for business lines. This methodology grosses up tax-exempt income earned on certain
securities reported in either net interest income or non-interest income to an equivalent before tax basis. A corresponding increase is made to the
provision for income taxes; hence, there is no impact on net income. Management believes that this basis for measurement provides a uniform
comparability of net interest income and non-interest income arising from both taxable and non-taxable sources and facilitates a consistent basis of
measurement. While other banks also use TEB, their methodology may not be comparable to the Bank’s methodology. A segment’s revenue and
provision for income taxes are grossed up by the taxable equivalent amount. The elimination of the TEB gross up is recorded in the Other segment.

e For business line performance assessment and reporting, net income from associated corporations, which is an after-tax number, is adjusted to
normalize for income taxes. The tax normalization adjustment grosses up the amount of net income from associated corporations and normalizes
the effective tax rate in the business lines to better present the contribution of the associated corporations to the business line results.

e International Banking business segment results are analyzed on a constant dollar basis. Under constant dollar basis, prior period amounts are
recalculated using current period average foreign currency rates eliminating the impact of foreign currency translation. The Bank believes that
reporting in constant dollar is useful for readers in assessing ongoing business performance.

Below are the results of the Bank'’s three business operating segments for 2018.

CANADIAN BANKING

Canadian Banking reported net income attributable to equity holders of $4,364 million in 2018, up 7% from last year. Adjusting for Acquisition-
related costs, net income was $4,416 million, up 8%. This reflects the contributions from acquisitions in the current year, partly offset by last year's
gain on sale of HollisWealth (“Sale of Business”) as well as lower gains on sale of real estate.

Solid growth in assets and deposits, along with improving margin driven primarily from the Bank of Canada interest rate increase, higher non-interest
income and lower provision for credit losses contributed to strong growth in 2018. This was partly offset by higher non-interest expenses. Return on
equity was 22.7%, compared with 22.8% last year. Adjusting for Acquisition-related costs, the return on equity was 23.0%.

INTERNATIONAL BANKING

International Banking reported net income attributable to equity holders of $2,573 million, up $183 million or 8% from last year. Adjusting for
Acquisition-related costs, net income attributable to equity holders increased by $395 million or 16% to $2,819 million. Strong results in Latin
America, including benefits from acquisitions, and Asia, complemented solid earnings in the Caribbean. The impact of the acquisitions and the benefit
of one additional month of earnings, from the Alignment of the reporting period in Chile and Thailand, contributed 3% to the adjusted earnings
growth. The remaining increase was driven by strong loan growth in Latin America, higher non-interest income, and lower taxes. This was partly
offset by higher provision for credit losses and non-interest expenses, a lower net interest margin and the negative impact of foreign currency
translation. Return on equity was 14.4% compared to 14.7% last year. Adjusting for Acquisition-related costs, the return on equity was 15.8%.

GLOBAL BANKING AND MARKETS

Global Banking and Markets reported net income attributable to equity holders of $1,758 million, a decrease of $60 million or 3% from last year.
Lower income from capital markets businesses and higher expenses were partly offset by stronger results in corporate lending, as well as lower
provision for credit losses. Return on equity was 16.0%, in line with the prior year.
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KEY PERFORMANCE INDICATORS FOR ALL BUSINESS LINES

Management uses a number of key metrics to monitor business line performance:

e Net income e Return on equity

T17 Financial performance

® Productivity ratio

e Provision for credit losses ratio

Canadian International Global Banking
For the year ended October 31, 2018 ($millions) Banking Banking and Markets Other™ Total
Net interest income®@ $ 7,898 $ 7,322 $ 1,454 $ (483) $ 16,191
Non-interest income® 5,452 4,111 3,074 (53) 12,584
Total revenue®@ 13,350 11,433 4,528 (536) 28,775
Provision for credit losses 794 1,867 (50) - 2,611
Non-interest expenses 6,654 6,111 2,233 60 15,058
Provision for income taxes 1,538 706 587 (449) 2,382
Net income $ 4,364 $ 2,749 $ 1,758 $ (147) $ 8724
Net income attributable to non-controlling interests in subsidiaries - 176 - - 176
Net income attributable to equity holders of the Bank $ 4,364 $ 2,573 $ 1,758 $ (147) $ 8,548
Return on equity(%)® 22.7% 14.4% 16.0% -% 14.5%
Total average assets ($ billions) $ 342 $ 168 $ 321 $ 115 $ 946
Total average liabilities ($ billions) $ 254 $ 131 $ 265 $ 232 $ 882

(1

The Other category represents smaller operating segments, including Group Treasury, and other corporate adjustments that are not allocated to an operating segment. Corporate adjustments include the net residual in matched

maturity transfer pricing, the elimination of the tax-exempt income gross-up reported in net interest income, non-interest income and provision for income taxes, and differences in the actual amount of costs incurred and charged

to the operating segments.
Taxable equivalent basis. Refer to Glossary.
Refer to Glossary.

TS

Canadian International Global Banking
For the year ended October 31, 2017 ($millions) Banking Banking and Markets Other™® Total
Net interest income®@ $ 7,363 $ 6,726 $ 1,336 $ (390) $ 15,035
Non-interest income@ 5,488 3,688 3,288 (344) 12,120
Total revenue®@ 12,851 10,414 4,624 (734) 27,155
Provision for credit losses 913 1,294 42 - 2,249
Non-interest expenses 6,487 5,664 2,160 319 14,630
Provision for income taxes®@ 1,387 828 604 (786) 2,033
Net income $ 4,064 $ 2,628 $ 1,818 $ (267) $ 8,243
Net income attributable to non-controlling interests in subsidiaries - 238 - - 238
Net income attributable to equity holders of the Bank $ 4,064 $ 2,390 $ 1,818 $ (267) $ 8,005
Return on equity(%)® 22.8% 14.7% 16.0% % 14.6%
Total average assets ($ billions) $ 323 $ 148 $ 336 $ 106 $ 913
Total average liabilities ($ billions) $ 244 $ 115 § 267 $ 228 $ 854

(1

The Other category represents smaller operating segments, including Group Treasury, and other corporate adjustments that are not allocated to an operating segment. Corporate adjustments include the net residual in matched

maturity transfer pricing, the elimination of the tax-exempt income gross-up reported in net interest income, non-interest income and provision for income taxes, and differences in the actual amount of costs incurred and charged

to the operating segments.

(2) Taxable equivalent basis. Refer to Glossary.
(3) Refer to Glossary.

Canadian International Global Banking
For the year ended October 31, 2016 ($millions) Banking Banking and Markets Other™ Total
Net interest income®@ $ 7,024 $ 6,359 $ 1,293 $ (384) $ 14,292
Non-interest income@ 5,164 3,482 3,139 273 12,058
Total revenue®@ 12,188 9,841 4,432 (111) 26,350
Provision for credit losses 832 1,281 249 50 2,412
Non-interest expenses 6,324 5,523 2,040 653 14,540
Provision for income taxes 1,296 707 572 (545) 2,030
Net income $ 3,736 $ 2,330 $ 1,571 $ (269) $ 7,368
Net income attributable to non-controlling interests in subsidiaries - 251 - - 251
Net income attributable to equity holders of the Bank $ 3,736 $ 2,079 $ 1,571 $ (269) $ 7,117
Return on equity(%)® 22.0% 12.8% 12.6% % 13.8%
Total average assets ($ billions) $ 309 $ 143 $§ 351 $ 1 $ 914
Total average liabilities ($ billions) $ 232 $ 109 $ 270 $ 247 $ 858

(1

The Other category represents smaller operating segments, including Group Treasury, and other corporate adjustments that are not allocated to an operating segment. Corporate adjustments include the net residual in matched

maturity transfer pricing, the elimination of the tax-exempt income gross-up reported in net interest income, non-interest income and provision for income taxes, and differences in the actual amount of costs incurred and charged

to the operating segments.
Taxable equivalent basis. Refer to Glossary.
Refer to Glossary.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Canadian Banking

2018 Achievements
e Customer Focus - Deliver an excellent customer experience across our businesses and channels.

e Achieved the highest customer satisfaction among mid-sized banks at Tangerine, for the seventh straight year in the 2018 J.D. Power
Canadian Retail Banking Customer Satisfaction Study.

e Expanded our strategic partnership with Maple Leaf Sports and Entertainment (MLSE), including the renaming of one of North
America’s top-ranked sports and entertainment venues to the Scotiabank Arena; further strengthening our relationship as the official
sponsor of the Toronto Maple Leafs, leveraging Tangerine to become the exclusive bank of the Toronto Raptors, and forming a key
philanthropic partnership with the MLSE Foundation.

e (Continued to see customer satisfaction measures, as determined by the Net Promoter Score (NPS), improve across all major channels —
branches, contact centre, and digital — driven by investments and enhancements across all of our key customer journeys.

e Solid customer growth and progressed toward achieving our goal of adding one million new primary customers over the medium term.

¢ Introduced new branch advisor role specializing in investment advice and expanded mobile sales force, which has built strong
momentum and focus throughout the year.

e Structural Cost Transformation - Reduce structural costs to build the capacity to invest in our businesses and technology.

e Exceeded the 2018 structural cost reduction target and progressed well towards our productivity ratio goal of <49% over the medium

term.
¢ Digital Transformation - Leverage digital as the foundation of all our activities to improve our operations, enhance the client experience, and
drive digital adoption.

e Mobile has surpassed Online Banking, becoming our leading channel for financial transactions.

e Trade ranked highest amongst Big five banks in the Globe and Mail annual ranking of online brokerage, as a result of our enhanced
online brokerage client experience across onboarding and servicing.

¢ Business Mix Alignment - Optimize our business mix by growing higher margin assets, building core deposits, and earning higher fee
income.

e Acquired Jarislowsky Fraser and MD Financial — increasing our institutional and private client focus, and positioning us as the largest
private investment counselor in Canada.

e Earned five Thomas Reuters Lipper Fund Awards for Dynamic Funds and ScotiaFunds offerings, recognizing strong and consistent risk-
adjusted performance relative to peers.

e Launched four strategic ETF offerings to help better serve our diverse client base.

e Momentum Visa Infinite ranked #1 cashback credit card, Scene Student Visa ranked #1 student credit card, and Gold American Express
ranked #2 for both the travel and rewards credit card categories by MoneySense magazine.

e Launched Scotia Passport Visa Infinite, a premium travel credit card that offers no currency conversion fees — a first amongst major
financial institutions.

¢ Leadership and Employee Engagement - Grow and diversify talent and engage employees through a performance-oriented culture.
e Ranked one of the world’s top 25 workplaces by Great Place to Work, a Fortune partner.

Business Profile

Canadian Banking provides a full suite of financial advice and banking solutions, supported by an excellent customer experience, to over 10 million
Retail, Small Business, Commercial Banking, and Wealth Management customers. It serves these customers through its network of 955 branches and
more than 3,644 automated banking machines (ABMs), as well as internet, mobile and telephone banking and specialized sales teams. Canadian
Banking also provides an alternative self-directed banking solution to over two million Tangerine Bank customers. Canadian Banking is comprised of
the following areas:

e Retail and Small Business Banking provides financial advice and solutions and day-to-day banking products, including debit cards, chequing
accounts, credit cards, investments, mortgages, loans and related creditor insurance products to individuals and small businesses. Tangerine Bank
provides everyday banking products, including chequing and saving accounts, credit cards, investments, mortgages and loans to self-directed
customers.

e Commercial Banking delivers advice and a full suite of lending, deposit, cash management and trade finance solutions to medium and large
businesses, including automotive dealers and their customers to whom we provide retail automotive financing solutions.

e Wealth Management provides a suite of investment and wealth management advice, services, products and solutions to customers, as well as
advisors. The asset management business is focused on developing investment solutions for both retail and institutional investors. The customer
facing wealth businesses, including private customer, online brokerage, full-service brokerage, pensions, and institutional customer services, are
focused on providing a full suite of wealth management solutions to our customers.

Strategy

Canadian Banking continues to execute on a long-term strategy to deliver a best-in-class customer experience, grow its primary banking relationships,
and outperform competitors in earnings growth through customer experience, business mix alignment, operational improvements and digital
transformation.

2019 Priorities

e Customer focus: Deliver a leading customer experience and deepen relationships with customers across our businesses and channels.

e Productivity: Reduce structural costs while driving tangible revenue initiatives in order to build the capacity to invest in our businesses and
technology.

Digital transformation: Leverage digital as the foundation of all our activities to improve our operations, enhance the client experience, and drive
digital adoption.

¢ Business mix alignment: Optimize our business mix by growing higher margin assets, building core deposits, and expanding fee based income.
Leadership and employee engagement: Grow and diversify talent and engage employees through a performance-oriented culture.
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T18 Canadian Banking financial performance

<
>
=z
($ millions) 2018M 2017 2016 =
Reported results g
Net interest income® $ 7,898 $ 7,363 $ 7,024 2
Non-interest income@®) 5,452 5,488 5,164 —
wv
Total revenue@ 13,350 12,851 12,188 o
Provision for credit losses 794 913 832 a
Non-interest expenses 6,654 6,487 6,324 2
Income tax expense 1,538 1,387 1,296 g
Net income $ 4364 $§ 4064 $ 3736 %
Net income attributable to non-controlling interests in subsidiaries - - - JZ>
Net income attributable to equity holders of the Bank $ 4,364 $ 4,064 $ 3,736 =
>
=z
Key ratios and other financial data >
Return on equity® 22.7% 22.8% 22.0% %
Productivity@ 49.8% 50.5% 51.9% g
Net interest margin® 2.44% 2.40% 2.38%
Provision for credit losses - performing (Stages 1 and 2) $ 8 n/a n/a —
Provision for credit losses - impaired (Stage 3) $ 786 n/a n/a e}
Provision for credit losses as a percentage of average net loans and acceptances 0.24% 0.29% 0.28% JZ>
Provision for credit losses on impaired loans as a percentage of average net loans and acceptances 0.24% 0.29% 0.28% >
Net write-offs as a percentage of average net loans and acceptances 0.24% 0.32% 0.24% o
>
Selected Consolidated Statement of Financial Position data (average balances) =2
Earning assets $ 334,103 $ 315,916 $ 302,648 g
Total assets 341,825 322,712 309,232 >
Deposits 240,855 233,260 224,006 A
Total liabilities 253,591 243,748 232,498 g
Other ($ billions)
Assets under administration $ 355 $ 315 $ 318
Assets under management $ 225 $ 155 $ 145

(1) The amounts for the year ended October 31, 2018, have been prepared in accordance with IFRS 9; prior year amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).
(2) Taxable equivalent basis (TEB).

(3) Includes net income from investments in associated corporations of $93 (2017 — $66; 2016 — $78).

(4) Refer to Glossary.

(5) Net interest income (TEB) as % of average earning assets excluding bankers acceptances.

T18A Adjusted Canadian Banking financial performance(®

($ millions) 2018 2017 2016
Adjusted results

Net interest income $ 7,898 $ 7,363 $ 7,024
Non-interest income 5,452 5,488 5,164
Total revenue 13,350 12,851 12,188
Provision for credit losses 794 913 832
Non-interest expenses 6,583 6,452 6,270
Income before taxes 5,973 5,486 5,086
Income tax expense 1,557 1,396 1,311
Net income $ 4,416 $ 4,090 $ 3,775
Net income attributable to non-controlling interests in subsidiaries (NCI) - - -
Net income attributable to equity holders $ 4,416 $ 4,090 $ 3,775

(1) Refer to Non-GAAP Measures for the reconciliation of Reported and Adjusted results.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Performance

Net income

Canadian Banking reported net income attributable to equity holders of $4,364 million in 2018,
an increase of $300 million or 7%. Adjusting for Acquisition-related costs, net income was
$4,416 million, an increase of $326 million or 8%. Lower gains on sale of real estate and impact
from last year’s gains on Sale of Business were partially offset by the current year acquisitions and
the Alignment of reporting period, which combined reduced net income growth by 4%.

Strong growth in assets and continued momentum in deposits, along with margin expansion,
focus on cost management and lower provisions for credit losses contributed to solid growth in
2018. Return on equity was 22.7%, in line with prior year.

Average assets and liabilities

Average assets grew $19 billion or 6% to $342 billion. The growth included $10 billion or 5% in
residential mortgages, $6 billion or 14% in business loans and acceptances, and $3 billion or 4%
in personal loans.

Average liabilities increased $10 billion or 4%, including growth of $2 billion or 2% in retail
chequing and savings deposits. As well, there was growth of $4 billion or 5% in non-personal
deposits.

Assets under management (AUM) and assets under administration (AUA)
AUM of $225 billion increased $70 billion or 45% primarily due to the impact of acquisitions.
AUA of $355 billion increased $40 billion or 12% primarily due to the impact of acquisitions.

Revenues

Net interest income increased $535 million or 7% to $7,898 million. The increase was driven by a
four basis point increase in the margin to 2.44%, strong growth in assets and continued
momentum in deposits. The increase in margin was driven by retail deposits and the impact of
interest rate increases by the Bank of Canada.

Non-interest income decreased $36 million or 1%. The impact of last year’s Sale of Business
offset by the contributions from current year acquisitions reduced non-interest income by 4%.
Lower gains on sale of real estate were only partly offset by the benefit of the Alignment of
reporting period, which reduced non-interest income by a further 3%. The remaining increase
was driven by strong growth in credit cards, retail and commercial banking, insurance and wealth
management businesses.

Retail & Small Business Banking

Total retail and small business banking revenues were $7,748 million, up $400 million or 5%. Net
interest income grew $340 million or 6%, primarily driven by an improvement in the margin and
solid growth in residential mortgages and continued momentum in deposit growth. Non-interest
income increased $60 million or 3%, primarily due to growth in credit card revenues, insurance
revenues and the benefit of the Alignment of reporting period, which was partly offset by lower
gains on sale of real estate.

Commercial Banking

Total commercial banking revenues increased $183 million or 8% to $2,358 million. Net interest
income rose $183 million or 11% due mainly to growth in loans, business operating accounts
and GICs, and an improvement in the margin. Non-interest income remained flat due to higher
card and acceptance fees, offset by lower securities gains.

Wealth Management

Total wealth management revenues were $3,244 million, a decrease of $84 million or 3%
primarily due to the impact of the Sale of Business. Net interest income rose $13 million or 3%
mainly due to growth in deposits and loans and improvements in margin. Non-interest income
was down $97 million or 3%, due to the gain on Sale of Business and lower revenue as a result.
This is offset by the impact of acquisitions of Jarislowsky Fraser and MD Financial, higher fee
based brokerage and higher mutual funds revenues.

Non-interest expenses

Non-interest expenses were $6,654 million, up $167 million or 3%. Adjusting for Acquisition-
related costs, non-interest expenses were up 2%. The impact of the last year’s Sale of Business
offset by the current year acquisitions, increased non-interest expenses by a further 3%. This
increase was due primarily to higher investments in technology and regulatory initiatives, partly
offset by benefits realized from cost-reduction initiatives. Operating leverage was a positive 1.3%
or 1.9% adjusting for Acquisition-related costs.
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Provision for credit losses
Provision for credit losses for 2018 is calculated in accordance with IFRS 9, while the provision for credit losses for 2017 was calculated in accordance
with IAS 39.

Provision for credit losses was $794 million, compared to $913 million. The provision for credit losses ratio improved to 24 basis points, a decrease of
five basis points.

Provision for income taxes
The effective tax rate increased to 26.1%, compared to 25.4% primarily from lower gains on sale of real estate.

Outlook

Canadian Banking’s growth in 2019 is expected to be driven in part by a favourable economic outlook and rising interest rate environment in Canada.
Assets are projected to grow across retail and business banking products. Deposits are also expected to grow across retail chequing and savings, and
business banking. Margins are expected to strengthen during 2019. Non-interest revenues are expected to grow underpinned by our wealth
acquisitions. Integrating MD Financial and Jarislowsky Fraser and driving operational improvements are key priorities for 2019.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
International Banking

2018 Achievements

e Customer Focus

e Continued solid primary customer growth in retail and commercial. Retail customer growth maintains its steady trend towards our
target of adding one million new primary customers.

e Customer Pulse, our proprietary customer experience system, implemented across all channels in Pacific Alliance countries and more
recently in Jamaica, Trinidad & Tobago and Dominican Republic. Improved customer satisfaction scores across all channels in all
countries.

e Recognized for the second year in a row as the Latin American Bank of the Year by Retail Banker International.
e Leadership
¢ Significant progress in women in leadership, achieving targets for women in Director pool and strong results at the Vice President level.

e Continued to strengthen our leadership team. Notable hires include new Country Head in Colombia and the new Global Head of
Consumer Analytics.

e Structural Cost Transformation

e Exceeded the 2018 structural cost reduction target and progressed well towards our adjusted productivity ratio goal of <51% by 2020
to 2022.

e Delivered positive operating leverage.
e Digital Transformation

e Fully operationalized our digital factories in Mexico, Peru, Chile and Colombia, rolling out innovative digital and mobile products,
services and applications that meet the needs of our customers.

e Achieved good progress on digital targets, with solid uplift in digital sales, digital adoption and transaction migration.
e Continued attracting top digital talent with innovation expertise to the Bank.
¢ Business Mix Alignment
e Acquired attractive assets with high strategic value in Chile and Colombia to grow our franchise and strengthen our long-term
competitive position.
e Strong Risk Culture
e Continued to strengthen risk management and collections capabilities across our footprint.

Business Profile

International Banking has a strong and diverse franchise with more than 15 million Retail, Corporate and Commercial customers. We have almost
58,000 employees and our customers are served by a network of more than 1,800 branches as well as business support and customer contact centres.

International Banking continues to be an attractive growth opportunity for the Bank with a geographical footprint focused on the Pacific Alliance
countries of Mexico, Colombia, Peru and Chile. The Pacific Alliance countries have a combined GDP that is more than double the size of Canada’s, a
young population, rising middle class, growing economies and a sound banking environment.

Our franchise is supported by a solid, mature and profitable business in the Caribbean and Central America that we plan to continue to make
successful by optimizing operations, prudently reducing costs while delivering increased customer profitability.

Strategy

International Banking continues to execute its strategy that is aligned with the all-Bank strategic priorities of: customer focus, leadership, structural
cost transformation, digital transformation, business mix alignment and strong risk culture. Underpinning this strategy is focus on growth in the Pacific
Alliance and optimizing operations in Central America and the Caribbean.

2019 Priorities
To build on our success and capitalize on opportunities in our markets, we are focused on executing the following strategic initiatives:

* Customer focus: Leverage our investments in our new customer experience system to keep strengthening our service oriented culture.

e Leadership: Continue attracting and developing exceptional and diverse leadership talent to keep pace with the changing needs of an increasingly

competitive global market.

Structural cost transformation: Prudently continue to deliver cost reductions.

e Digital transformation: Continue accelerating our digital transformation to gain scale and deliver business impact.

¢ Business mix alignment: Continue achieving profitable growth by increasing core deposits, growing our insurance revenues and integrating
strategic acquisitions into our operations.

e Strong risk culture: Improving our risk management practices by strengthening our leadership team and continued investment in technology.
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T19 International Banking financial performance

<
>
p=d
($ millions) 2018M 2017 2016 5
m
Reported results =<
Net interest income® $ 7322 $ 6,726 $ 6,359 =
Non-interest income@)4)5) 4,111 3,688 3,482 —
Total revenue® 11,433 10,414 9,841 g
Provision for credit losses® 1,867 1,294 1,281 -
Non-interest expenses 6,111 5,664 5,523 2
Income tax expense@ 706 828 707 7z
Net income $ 2,749 $ 2,628 $ 2,330 o
=
Net income attributable to non-controlling interests in subsidiaries 176 238 251 >
Net income attributable to equity holders of the Bank $ 2,573 $ 2,390 $ 2,079 %
Key ratios and other financial data jZ>
Return on equity? 14.4% 14.7% 12.8% '33
Productivity@ 53.5% 54.4% 56.1% <
Net interest margin® 4.65% 4.79% 4.71% g
Provision for credit losses — performing (Stages 1 and 2) $ 270 n/a n/a
Provision for credit losses — impaired (Stage 3) $ 1,597 n/a n/a -
Provision for credit losses as a percentage of average net loans and acceptances® 1.51% 1.21% 1.26% =
Provision for credit losses on impaired loans as a percentage of average net loans and acceptances 1.28% 1.21% 1.26% —
Net write-offs as a percentage of average net loans and acceptances 1.25% 1.31% 1.06% E
Selected Consolidated Statement of Financial Position data (average balances) ]Z>
Earning assets(10) $ 157,513 $ 140,471 $ 135,167 -
Total assets 167,694 147,537 142,582 g
Deposits 103,629 95,232 87,508 >
Total liabilities 130,789 114,694 109,302 -
w
Other ($ billions) >
Assets under administration $ 89 $ 88 $ 86 ;
Assets under management $ 58 $ 53 $ 47 =
(9]

The amounts for the year ended October 31, 2018 have been prepared in accordance with IFRS 9; prior year amounts have not been restated (refer to Notes 3 and 4 in the consolidated financial statements).

(1)

(2) Taxable equivalent basis.

(3) Includes net income from investments in associated corporations of $643 (2017 — $482; 2016 — $473).

(4) Includes BBVA Chile third quarter 2018 before tax earnings of $21. BBVA Chile fourth quarter earnings have been reflected in all P&L lines.

(5) Includes one additional month of earnings relating to Thanachart Bank of $30 (after tax and NCI $22), and Chile of $36 (after tax and NCI $26) for the year ended October 31, 2018.
(6) Includes Day 1 provision for credit losses on acquired performing loans of $404 for the year ended October 31, 2018 (October 31, 2017 — nil).

(7) Refer to Glossary.

(8) Net interest income (TEB) as % of average earning assets excluding bankers acceptances.

(9) Provision for credit losses as a percentage of average net loans and acceptances adjusted for Day 1 PCL was 1.18% in 2018.

(

10) Includes bankers" acceptances.

T19A Adjusted International Banking financial performance(

($ millions) 2018 2017 2016
Adjusted results

Net interest income $ 7322 $ 6,726 $ 6,359
Non-interest income 4,111 3,688 3,482
Total revenue 11,433 10,414 9,841
Provision for credit losses 1,463 1,294 1,281
Non-interest expenses 5,995 5,617 5,473
Income before taxes 3,975 3,503 3,087
Income tax expense 858 841 720
Net income $ 3,117 $ 2,662 $ 2,367
Net income attributable to non-controlling interests (NCI) 298 238 251
Net income attributable to equity holders $ 2,819 $ 2,424 $ 2,116

(1) Refer to Non-GAAP measures for reconciliation of Reported and Adjusted results.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Performance

Net income

Net income attributable to equity holders was $2,573 million, an increase of $183 million or 8%.
Adjusting for Acquisition-related costs, net income was $2,819 million up $395 million or 16%.

Strong results in Latin America, including benefits from acquisitions, and Asia, complemented
solid earnings in Caribbean. The impact of the acquisitions and the benefit of one additional

month of earnings, from the Alignment of the reporting period in Chile and Thailand,

contributed 3% to the adjusted earnings growth. The remaining increase was driven by strong

loan growth in Latin America, higher non-interest income, and lower taxes. This was partly offset
by higher provision for credit losses and non-interest expenses, a lower net interest margin, and

the negative impact of foreign currency translation.

Financial Performance on Constant Dollar Basis

The discussion below on the results of operations is on a constant dollar basis that excludes the
impact of foreign currency translation, and is a non-GAAP financial measure (refer to Non-GAAP
Measures). The Bank believes that reporting in constant dollars is useful for readers in assessing

ongoing business performance. Ratios are on a reported basis.

T20 International Banking financial performance on constant dollar basis

($ millions) 2018™ 2017 2016
Net interest income® $ 7322 $ 6,626 $ 6,191
Non-interest income®@(3) 4,111 3,653 3,440
Total revenue®@ 11,433 10,279 9,631
Provision for credit losses 1,867 1,276 1,257
Non-interest expenses 6,111 5,594 5,388
Income tax expense(@ 706 815 790
Net income on constant dollar basis $ 2,749 $ 2,594 $ 2,196
Net income attributable to non-controlling interests in

subsidiaries on a constant dollar basis 176 240 260
Net income attributable to equity holders of the Bank on a

constant dollar basis $ 2,573 $ 2,354 $ 1,936
Selected Consolidated Statement of Financial Position data

(average balances)
Total assets 167,694 145,400 138,548
Total liabilities 130,789 113,267 106,306

(1) The amounts for the year ended October 31, 2018 have been prepared in accordance with IFRS 9; prior year amounts have not been restated (refer

to Notes 3 and 4 in the consolidated financial statements).
(2) Taxable equivalent basis.

(3)  Includes net income from investments in associated corporations of $643 (2017 — $511; 2016 — $498).
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Net income

Net income attributable to equity holders was $2,573 million, an increase of $219 million or 9%. Adjusting for Acquisition-related costs, net income
was $2,819 million, up $432 million or 18%. Strong results in Latin America, including the impact of acquisitions, and Asia, complemented solid
earnings in Caribbean. The impact of the acquisitions and the benefit of one additional month of earnings, from the Alignment of the reporting
period in Chile and Thailand contributed 3% to the adjusted earnings growth. The remaining increase was driven by strong loan growth in Latin
America, higher non-interest income, and lower taxes. This was partly offset by higher provision for credit losses and non-interest expenses, and a
lower net interest margin.

Average assets and liabilities

Average assets of $168 billion increased $22 billion or 15% driven by strong retail and commercial loan growth, primarily in Latin America, partly due
to acquisitions. Commercial loan growth was 16% and retail loan growth was 15%. Average liabilities increased $18 billion or 15% to $131 billion
due to strong deposit growth in Pacific Alliance, partly due to acquisitions. Commercial and retail deposits increased 11% and 9% respectively.

Revenues

Total revenues of $11,433 million increased $1,154 million or 11%. Net interest income was $7,322 million, up 10% driven by strong retail and
commercial loan growth, including a 3% impact of acquisitions, partly offset by a lower net interest margin. The net interest margin decreased

14 basis points to 4.65% due primarily to the impact of acquisitions and deposit rates. Non-interest income increased $458 million or 13% to
$4,111 million. Five percent of the increase is related to the impact of acquisitions and the benefit of Alignment of reporting period. The remaining
increase was due primarily to higher banking, wealth management and credit card fees, an increased contribution from associated corporations, and
higher trading revenues.

Latin America

Total revenues of $7,861 million increased 14% from last year. Net interest income increased $670 million or 14%, driven by strong asset growth,
including a 4% impact of acquisitions, partly offset by a lower net interest margin. The net interest margin decreased 19 basis points to 4.66% due
mainly to the impact of acquisitions. Non-interest income increased $287 million or 13%. The impact of acquisitions and the benefit of Alignment of
reporting period increased non-interest income by 6%. The remaining 7% increase was due primarily to higher banking, wealth management, credit
card fees and trading revenues.

Caribbean and Central America
Total revenues were $2,996 million, up 2% over last year. Net interest income was up $26 million or 1%. Non-interest income was up $44 million or
5% as a result of good growth in banking, wealth management and insurance revenues.

Asia
Total revenues were $576 million, up 28% versus last year, driven by higher contributions from Thanachart Bank, partly due to the benefit of
Alignment of reporting period, and Bank of Xi'an.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Non-interest expenses

Non-interest expenses increased $517 million or 9% to $6,111 million. Adjusting for Acquisition-related costs, non-interest expenses were up 8%.
Three percent of the increase related to acquisitions. The remaining increase was due primarily to business volume growth, inflation, higher
technology costs, partly offset by benefits from cost-reduction initiatives. Operating leverage was a positive 1.9%, or 3.1% adjusting for Acquisition-
related costs.

Provision for credit losses

The provision for credit losses was $1,867 million compared to $1,276 million. Adjusting for the Day 1 provision on acquired performing loans of
$404 million, the provision for credit losses increased $187 million due primarily to higher retail provision driven by higher volumes, including
acquisitions, and the benefit of the credit mark last year, offset by lower commercial provision. The adjusted provision for credit losses ratio was
118 basis points, a decrease of three basis points.

Provision for income taxes
The effective tax rate was 20.4% compared to 24.0% due mainly to higher tax benefits in Mexico and lower taxes in certain foreign jurisdictions.

Outlook
In 2019, International Banking will continue to leverage its diversified footprint — with particular emphasis on the Pacific Alliance — and focus on
successfully integrating recent acquisitions in Chile, Peru, Colombia and Dominican Republic.

Growth prospects are improving in many of the Pacific Alliance countries, as economic activity generally is expected to improve relative to last year.
This is most true in Peru, where the rise in commodity prices over the past year and a new government are leading to large increases in growth rate
relative to 2017. In Colombia, an increase in oil prices over the past year is providing a strong impulse to business investment, which is expected to be
further strengthened as confidence in the new government takes hold. Strengthening business activity will add to already solid household spending. In
Chile, GDP growth is expected to moderate somewhat from the strong levels witnessed in 2018 but should still exceed 3%. In Mexico, the economy
remains moderately strong, as activity continues to benefit from robust growth in the US and the rest of the world. The political transition is key to
Mexican prospects.

Margins and credit quality in International Banking are expected to remain stable with the level in the fourth quarter 2018. Expense management and
delivery of positive operating leverage remain key business priorities.
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Global Banking and Markets

2018 Achievements
In 2018, Scotiabank GBM continued to build its franchise as a leading wholesale bank in Canada, the United States and the Pacific Alliance, with a
focused presence in Europe and Asia. In particular, Scotiabank GBM made significant progress on its key priorities:
¢ Enhance Customer Focus
e Strengthened collaborative efforts across the platform to bring the entire Bank’s capabilities to serve clients’ holistic needs.
¢ Become Leaders in our Markets
e Deepened the Bank’s presence in the United States. This key global financial market is an important bridge for trade and investment
flows between Canada and the Pacific Alliance.
e Built out capabilities to provide a more comprehensive and competitive offering across the Pacific Alliance, connected to international
markets.
¢ Focus on Leadership and Talent
e Invested in people and strengthened our leadership team with key hires in Investment Banking and Global Capital Markets.
e Proudly recognized with the 2018 Excellence in Innovation Award by Women in Capital Markets. This award honours companies who
have approached gender diversity with an innovative lens and taken bold steps to improve diversity and inclusion.
e Consistently fostered a workplace culture where people perform at their best, develop to their potential and act in line with the Bank's
values of respect, integrity, passion and accountability.
¢ Optimize Effectiveness
¢ Deployed industry-leading technologies and agile processes to modernize legacy platforms and create digital solutions that improve
automation, drive operational efficiency and provide an excellent customer experience.
Continued to invest in Anti-Money Laundering and Anti-Terrorist Financing capabilities for the protection of our clients and our business.
Invested in analytics and artificial intelligence to speed up our processes, increase our accuracy and add new intelligence to deliver results
for our clients quickly and more efficiently.
e Became one of 72 global banks to offer clients the ability to track the status of wire transfer payments in real time using the SWIFT
Global Payments Innovation (GPI) initiative.

SISATYNY ANV NOISSNDSIA S, INFWIDVNVIN

Deal Highlights

e Acted as Financial Advisor to a consortium of investors led by BC Partners and including Ontario Teachers' Pension Plan on the C$5.125 billion
recapitalization of GFL Environmental, the largest private LBO for a Canadian company.

e Acted as Mandated Lead Arranger and Bookrunner of AUD $4 billion loan facilities to support the AUD $9.3 billion (US $6.7 billion)
acquisition of a 51% equity interest in WestConnex from the New South Wales Government by Sydney Transport Partners (STP) consortium,
formed by clients Transurban, CPPIB, Australian Super and ADIA.

¢ Financial advisor to, and Joint Bookrunner for, Royal Dutch Shell on its US $3.3 billion sale of shares in Canadian Natural Resources.
¢ Administrative Agent and Joint Bookrunner on a US $2.25 billion term loan facility for AT&T.

¢ Joint Bookrunner on a US $2 billion debt issuance by Petroleos Mexicanos of January 2029 Notes.

¢ Joint Bookrunner for a 2-Tranche US $1.6 billion-equivalent CLP Euroclearable bond transaction by the Republic of Chile.

e Acted as exclusive M&A Financial Advisor and provided acquisition financing commitment to Actis on its US $1.3 billion acquisition of
Intergen Mexico. Acted as Joint Global Coordinator and Bookrunner for new entity, Cometa Energia, S.A. de C.V., on US $860 million senior
secured notes.

e Acted as Financial Advisor to Brookfield Infrastructure on the sale of its 27.8% interest in Transelec to China Southern Power Grid for US
$1.3 billion.

e Bookrunner for C$250 million Thames Water’s inaugural Maple issuance (Europe).

¢ Joint Lead Manager on the C$1 billion World Bank Sustainable Development Bond to raise awareness for the significant and long-lasting
benefits of investing in the health and nutrition of women, adolescents and children.

¢ Lead left Bookrunner on a Brookfield Renewable Partner’s inaugural C$300 million Green Bond due 2029.

¢ Provided an enhanced share disposition strategy and acted as the sole equity derivative provider for Metro’s C$232 million disposition of third
party shares.
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Business Profile

Global Banking and Markets (GBM) conducts Scotiabank’s wholesale banking business with corporate, government and institutional investor clients.
GBM is a full-service wholesale bank in priority markets of Canada, the United States and Latin America. GBM also offers a range of products and
services in select markets in Europe and Asia-Pacific.

GBM provides clients with: corporate lending; transaction banking (including trade finance and cash management); investment banking (including
corporate finance and mergers & acquisitions); fixed income and equity underwriting, sales, trading and research; prime services (prime brokerage and
securities lending); foreign exchange sales and trading; commodities derivatives sales and trading; and collateral management.

Strategy

Scotiabank Global Banking and Markets (GBM) will build its franchise as a leading wholesale bank throughout its global footprint by providing
corporate clients with lending services, transaction banking, investment banking advice and access to capital markets.

2019 Priorities

e Strategic Approach to Lending: Scotiabank GBM is focused on up-tiering corporate relationships and increasing our lending penetration where
we have greater opportunities to win ancillary business.

¢ Strengthening Investment Banking: Scotiabank GBM will continue its multi-year buildout to expand regional expertise for investment banking
and equity capital markets to focus on local and cross-border M&A and advisory deals.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

* Deeper penetration of Pacific Alliance: Scotiabank GBM will meaningfully invest in the Pacific Alliance countries to become a true market leader

in local and cross border banking and capital markets capabilities.

T21 Global Banking and Markets financial performance

($ millions) 2018M 2017 2016
Net interest income@ $ 1,454 $ 1,336 $ 1,293
Non-interest income 3,074 3,288 3,139
Total revenue®@ 4,528 4,624 4,432
Provision for credit losses (50) 42 249
Non-interest expenses 2,233 2,160 2,040
Income tax expense@ 587 604 572
Net income $ 1,758 $ 1,818 $ 1,571
Net income attributable to non-controlling interests in subsidiaries - - -
Net income attributable to equity holders of the Bank $ 1,758 $ 1,818 $ 1,571
Key ratios and other financial data

Return on equity® 16.0% 16.0% 12.6%
Productivity@ 49.3% 46.7% 46.0%
Net interest margin@(> 1.83% 1.75% 1.67%
Provision for credit losses — performing (Stages 1 and 2) $ (22) n/a n/a
Provision for credit losses — impaired (Stage 3) $ (28) n/a n/a
Provision for credit losses as a percentage of average net loans and acceptances (0.06)% 0.05% 0.30%
Provision for credit losses on impaired loans as a percentage of average net loans and acceptances (0.03)% 0.05% 0.30%
Net write-offs as a percentage of average net loans and acceptances 0.03% 0.11% 0.21%
Selected Consolidated Statement of Financial Position data (average balances)

Trading assets $ 98,130 $ 103,861 $ 103,316
Loans and acceptances 81,838 79,937 81,662
Earning assets 282,997 291,870 298,664
Total assets 320,850 335,599 350,627
Deposits 86,260 77,158 77,261
Total liabilities 264,983 267,377 269,755

)

) Taxable equivalent basis.

) Refer to Glossary.

) Business Banking only.

) Net interest income (TEB) as % of average earning assets excluding bankers' acceptances.
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Financial Performance

Net income

Global Banking and Markets reported net income attributable to equity holders of

$1,758 million, a decrease of $60 million or 3%. Lower revenue in fixed income, equities, and
commodities businesses, as well as higher non-interest expenses, were partly offset by
significantly lower provision for credit losses and higher lending and deposit revenues.

Average assets and liabilities

Average assets decreased by $15 billion or 5% to $321 billion this year. Adjusting for the impact
of foreign currency translation, assets decreased by $14 billion or 4%, mainly due to decreases in
trading securities, deposits with banks and securities purchased under resale agreements.

Average liabilities decreased by $2 billion or 1% to $265 billion this year due to decline in
securities sold under repurchase agreements and derivative-related liabilities, partly offset by
higher deposits.

Net interest income

Net interest income increased by 9% to $1,454 million, mainly driven by higher deposit volumes
and higher lending volumes in the U.S. and Canada. The net interest margin was 1.83%, an
increase of eight basis points.

Non-interest income

Non-interest income of $3,074 million decreased by $214 million or 7% mainly due to lower
trading revenues in fixed income and commodities, as well as lower underwriting fees. This was
partly offset by stronger equity trading revenues and higher advisory fees.

Non-interest expense

Non-interest expenses increased by $73 million or 3% to $2,233 million. This was due primarily
to higher regulatory and technology investments offset by lower performance-related
compensation. Operating leverage was negative 5.5%.

Provision for credit losses
Provision for credit losses for 2018 is calculated in accordance with IFRS 9, while the provision for
credit losses for 2017 was calculated in accordance with IAS 39.

The provision for credit losses decreased $92 million mainly due to impaired loan provision
reversals in the U.S. and Europe and lower provisions required on performing loans primarily due
to improvements in credit quality. The provision for credit losses ratio was negative six basis
points, a decrease of 11 basis points.

Provision for income taxes
The effective tax rate was 25.0%, in line with the prior year.

Outlook

By executing its client-focused strategy, leveraging the Bank’s unique footprint, and having
strong alignment across its global operations, Global Banking and Markets is expected to grow
in line with the Bank’s overall growth profile over the medium to longer term. Global Banking
and Markets expects to deliver continued strong growth in deposits, improved corporate lending
and investment banking results to absorb required regulatory and technology investments.

C14 Total revenue

44%
56%
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MW Business Banking
m Capital Markets

C15 Business banking revenue
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C16 Capital markets revenue
by business line
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C17 Composition of average
earning assets
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W Securities purchased under resale agreement

W Trading assets
m Corporate loans and acceptances
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Other

The Other segment includes Group Tre