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F o r w a r d - l o o k i n g  s t a t e m e n t s

This report includes forward-looking statements about objectives, strategies and
expected financial results. These statements are inherently subject to risks and
uncertainties beyond the Bank’s control including, but not limited to, economic and
financial conditions globally, regulatory developments in Canada and elsewhere,
technological developments and competition. These and other factors may cause the
Bank’s actual performance to differ materially from that contemplated by forward-
looking statements, and the reader is therefore cautioned not to place undue reliance
on these statements.
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Scotiabank is one of North America’s leading

financial institutions, and Canada’s most 

international bank. We provide financial products

and services to individuals, small and medium-

sized businesses, corporations and governments

across Canada and around the world.
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R e t u r n  o n  e q u i t y  

Target: Earn a return on equity of 16% to 18%.

Performance: 17.3%

Return on equity is one of the most important measures of financial
performance, since it indicates how well the Bank is using common
shareholders’ invested money. It is calculated by dividing net income available
to common shareholders by average common shareholders’ equity. 

E a r n i n g s  p e r  s h a r e   

Target: Generate growth in earnings per common share of 
12% to 15% per year.

Performance: Earnings per share were $4.12, up 12.3% from last year.

Earnings per share is also a critical indicator of financial performance. It is
calculated by dividing net income available to common shareholders by the
average number of common shares outstanding.

P r o d u c t i v i t y

Target: Maintain a productivity ratio of less than 60%.

Performance: 53.9%

The productivity ratio measures the overall efficiency of the Bank. It expresses
non-interest expenses as a percentage of the sum of net interest income (on a
taxable equivalent basis) and other income. A lower ratio indicates better
productivity. By this measure, Scotiabank has historically been among the best
of the Canadian banks.

T i e r  1  c a p i t a l  

Target: Maintain a Tier 1 capital ratio  of more than 8.0%.

Performance: 9.3%

The Tier 1 capital ratio is a measure of the Bank’s overall strength. It is
calculated by dividing  Tier 1 capital (primarily common shareholders’ equity
and non-cumulative preferred shares) by  risk-weighted assets. Scotiabank’s
year-end Tier 1 ratio is the strongest of the major Canadian banks.
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L e t t e r  t o  S h a r e h o l d e r s

We are pleased to report that your Bank has again
achieved virtually all of its goals and produced record
results for our shareholders, our customers and our
employees. 

Net income reached $2,169 million, resulting in a return on
equity of 17.3% and earnings per common share of $4.12.
Shareholders saw a return on common shareholders’
equity – including dividends and appreciation in market
value – of 3.7% in 2001 and a compound annualized return
of 20.4% over the past 10 years. 2001 marked the 12th
straight year of record operating results, despite
considerable challenges – among them, weakening global
economic conditions and the tragic events of Sept. 11. 

These results are the direct outcome of our overall
strategy, which remains grounded in our core strengths
and focused on sound fundamentals – solid execution of
our plans, careful management of risk and expenses, and a
tireless commitment to customer satisfaction by a team of
51,000 skilled and dedicated employees. 

D o m e s t i c  g r o w t h  

The cornerstone of our overall success remains our
Canadian retail and commercial branch network. Domestic
Banking, which includes our wealth management
operations,  achieved a net income of $960 million, or 45%
of total earnings in 2001. 

In Market Facts’ annual Customer Service Index
survey, our customers ranked our overall service
excellence as the best in the industry, up from strong
ratings recorded in previous years. The annual national
survey measures customer service through branches,
ABMs, telephone and PC banking channels. 

While the domestic market is mature, we believe
plenty of potential still exists to grow as a full-service
provider of financial services and advice to Canadian
families and small and medium-sized businesses. Over the

past two years, we have streamlined structures and
processes, introduced new technology, management and
support structures, consolidated branches, reorganized
our workforce and refocused employees’ efforts on
building deeper and stronger customer relationships. With
these initiatives largely complete, we believe we have
established a solid base to increase future profitability.

F u l f i l l i n g  c u s t o m e r s ’  n e e d s  

To fill existing gaps in meeting our customers’ investment
needs and to direct them toward the Bank’s broad array of
wealth management services, we have created a new sales
force of financial planners, which should number more
than 400 by the end of 2002. We also launched five Scotia
Private Client Group Centres this fall, bringing together
teams of professionals from Scotiatrust, Scotia Cassels,
and Private Banking to improve our service to affluent
Canadians. Seven more centres will open early in 2002.

K e e p i n g  p a c e  w i t h  t e c h n o l o g y  

Keeping pace with new technology to meet our customers’
needs remains a priority. Alternate delivery channels,
particularly online banking, continue to grow, both in the
variety of services offered and the number of users. We will
continue to Web-enable our operations and promote the
use of alternate delivery channels in all of our businesses,
to increase customer retention, and further improve
productivity. 

For consumers, we are using a broad range of
integrated technologies to transform the Scotiabank
Group’s retail delivery channels, products and services.
During the year, we met a key objective: to integrate our
delivery networks for both banking and brokerage
services, including branches, ABMs, telephone and
Internet. In addition, we led the Canadian banking industry
on several initiatives, such as a global ABM alliance and

Peter C. Godsoe 

Chairman of the Board 

& Chief Executive Officer

“The main reason for our continued success – and 
our confidence in the future – is our great team 
of people. We believe our ability to satisfy our
customers depends directly on how well we satisfy
the needs of our employees.” 
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providing banking and discount brokerage services via Web
TV. For businesses, we are capitalizing on partnerships
forged with software and telecom companies to develop
integrated e-commerce solutions and banking products. 

W h o l e s a l e  m a r k e t s  

Scotia Capital, our corporate and investment banking
group, produced net income of $686 million, 32% of the
Bank’s total. Our goal here is not to be the biggest, but the
best at what we do. In this regard, we have marked some
significant successes: Euromoney rated us the number
one Canadian bank, and the only one in the top 25 globally,
for overall debt arranging; we were ranked as the top
investment dealer in market share in the Canadian fixed
income market by a leading consulting and research firm;
and Brendan Wood International ranked us number one in
overall franchise reputation. Ten of the all-star, top-ranked
research analysts identified by Brendan Wood International
work for Scotia Capital. We also led or participated in
several innovative and significant transactions, both in
Canada and globally – for example, a US$1 billion
syndicated cross-currency swap to hedge a high-yield
issue for Quebecor Media. 

Improving and maximizing returns continues to be a
prime focus for Scotia Capital. We will achieve this objective
by expanding cross-sales of capital-efficient products,
selectively growing our product capabilities in key markets
and continuing to grow our trading capabilities. We will
also focus on improving returns through superior risk
management, by refining our credit and risk assessment
techniques, and managing our loan portfolio aggressively.
Reorganizing our U.S. and European operations along
more industry-focused lines, as we have done successfully
in Canada, will allow Scotia Capital to deepen relationships
and better meet client needs. 

I n t e r n a t i o n a l  o p p o r t u n i t y

Our international strategy is to continue to invest and grow
in three key regions with solid, long-term potential – the
Caribbean, Asia and Latin America. In each market where
we operate, we strive to create growth and profitability
through risk diversification, careful cost control and the
development of innovative products and services.
Additionally, by leveraging our strengths and operating
platforms across multiple markets, we are achieving
economies of scale. As a result of this strategy, our
International Banking net income grew to $489 million in
2001, representing 23% of our total earnings. 

In the Caribbean and Central America, we are
continuing to build on our dominant position. Key
initiatives include new sales delivery and operating
platforms, including management information capabilities,
innovative products and broadened alternate delivery
channels. All these initiatives are designed to improve
customer relationships and satisfaction, and are supported
by enhanced employee training programs. 

In Asia, we are well positioned to grow our wholesale
banking operations as regional economic conditions
improve. Additionally, we are focusing on expanding our
trade finance business in the region. 

Latin America remains a key growth market for us,
particularly Mexico, where Scotiabank Inverlat has been
producing solid results. Our focus is to grow market share
and realize profits on the investments we have made. We
have improved our performance by significantly
restructuring operations, maintaining our focus on
customer service, and leading the market with innovative
new products and services.

We are closely monitoring events in Argentina, given
the continuing economic and political uncertainty and
potential impact on our earnings.

Bruce R. Birmingham

President

“Continued careful expense management is the key
to our longstanding reputation as Canada’s most
productive bank – a reputation we maintained this
year, with an excellent productivity ratio of 53.9%.”   
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R i s k  a n d  e x p e n s e  m a n a g e m e n t

We are continuing to rigorously manage credit risk in all of
our businesses. Reflecting the weakened economy, we
experienced some deterioration in the quality of our U.S.
corporate loan portfolio, but moved early in the year to
take strong corrective action. Through proactive
management of our risks, we reduced our net impaired
loans significantly during the year. We also strengthened
the general provision for credit losses. 

Continued careful expense management is the key to
our longstanding reputation as Canada’s most productive
bank – a reputation we maintained this year, with an
excellent productivity ratio of 53.9%. We believe we can
continue to maintain or improve on these results by finding
new ways to consolidate and streamline processes and
structures, eliminate duplication and share best practices
throughout our multinational network.

A  g r e a t  t e a m  o f  p e o p l e  

The main reason for our continued success – and our
confidence in the future – is our great team of people. We
believe our ability to satisfy our customers depends
directly on how well we satisfy the needs of our employees.
We strive to provide our staff with attractive compensation
and benefit packages, training and development programs
that will help them meet their customers’ needs and fulfill
their own ambitions, and support through the many
changes we are facing. 

We would like to give special recognition here to the
more than 400 Scotiabank Group employees who were
directly affected by the events of Sept. 11 in New York City.
Our offices at One Liberty Plaza faced the World Trade
Center complex and, although all of our people thankfully
were safe and escaped injury, many were eyewitnesses to
the tragedy that unfolded. It is a tribute to their dedication
and resourcefulness that we were able to resume business
almost immediately from our backup locations, although
under very trying circumstances. We are extremely proud
of them. 

R e f o r m  l e g i s l a t i o n

Financial sector reform legislation which passed in June
2001, contained several positives for the Bank: increased
organizational flexibility through a holding company
structure, greater scope for joint ventures and strategic
alliances with expanded ownership rules, and a broader
range of permitted investments, particularly in the area of
e-commerce. The legislation also opened the door to bank
mergers in Canada, explicitly acknowledging mergers as a
valid business strategy. 

We are continuing to carefully assess a broad range of
growth options. The potential to create solid long-term
value for our shareholders, customers and employees will
continue to drive all of our business strategies. 

O u t l o o k

In summary, although it has been a challenging year, our
results speak for themselves. As we look toward the future,
we expect slower growth conditions to extend through the
first two quarters of 2002, with signs of recovery starting to
emerge in the spring or summer. Despite these near-term
economic challenges, our long-term prospects are solid. 

We are confident that, with our ongoing focus on the
fundamentals – on growth, risk and cost management, and
on people – the Scotiabank Group is well positioned to
meet the challenges of the future, and will continue its
record of growth and success for all its stakeholders. 

Peter C. Godsoe
Chairman of the Board &

Chief Executive Officer

Bruce R. Birmingham
President
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(for the years ended October 31) 2001 2000 1999(1) 1998 1997

Operat ing results ($ millions)
Total revenue (TEB)(2) 10,501 9,058 8,018 7,364 6,503
Provision for credit losses 1,425 765 635 595 35 
Non-interest expenses 5,662 5,119 4,756 4,446 4,059
Income taxes (TEB) 1,106 1,184 1,030 891 861
Net income 2,169 1,926 1,551 1,394 1,514 
Preferred dividends 108 108 108 97 99
Net income available to common shareholders 2,061 1,818 1,443 1,297 1,415

Operat ing measures (%)
Return on equity 17.3 17.6 15.3 15.3 20.2
Productivity ratio 53.9 56.5 59.3 60.4 62.4
Net interest margin (TEB) 2.37 2.26 2.11 2.11 2.13

Balance sheet and off-balance sheet information ($ millions)
Cash and securities 73,444 60,130 51,084 52,400 46,173
Loans and acceptances 184,733 175,710 155,022 159,370 133,314
Total assets 284,425 253,171 222,691 233,588 195,153
Deposits 186,195 173,900 156,618 166,360 138,975
Subordinated debentures 5,344 5,370 5,374 5,482 5,167
Preferred shares 1,775 1,775 1,775 1,775 1,468
Common shareholders’ equity 12,833 11,200 9,631 9,039 7,930
Assets under administration ($ billions) 141.8 154.9 141.4 117.4 112.4
Assets under management ($ billions) 19.1 18.8 16.2 13.5 14.1

Balance sheet measures (%)
Tier 1 capital ratio 9.3 8.6 8.1 7.2 6.9
Total capital ratio 13.0 12.2 11.9 10.6 10.4
Common equity to risk-adjusted assets 8.1 7.3 6.9 6.0 5.8
Net impaired loans as a % of 

loans and acceptances 0.14 (0.03) (0.10) 0.26 0.44
Specific provision for credit losses as a % 

of average loans and acceptances 0.68 0.46 0.31 0.34 0.30

Common share information
Per share ($)

Basic earnings 4.12 3.67 2.93 2.64 2.95
Diluted earnings(3) 4.05 3.63 2.90 2.61 2.93
Dividends 1.24 1.00 0.87 0.80 0.74
Book value 25.47 22.49 19.49 18.37 16.19

Share price ($)
High 50.50 45.65 36.90 44.70 34.10
Low 37.30 26.05 28.60 22.80 20.55
Close 43.85 43.50 33.60 32.20 31.08

Shares outstanding (thousands)
Average – Basic 500,619 495,472 493,136 490,914 478,972
Average – Diluted(3) 508,995 501,253 498,090 496,697 482,981
End of period 503,795 497,965 494,252 492,089 489,812

Market capitalization ($ millions) 22,091 21,661 16,607 15,845 15,220

Valuation measures
Dividend yield (%) 2.8 2.8 2.7 2.4 2.7
Dividend payout ratio (%) 30.1 27.3 29.7 30.3 25.1
Market value to book value multiple 1.7 1.9 1.7 1.8 1.9
Price to earnings multiple 10.6 11.9 11.5 12.2 10.5

(1) These financial results were prepared in accordance with Canadian generally accepted accounting principles (GAAP), including
the accounting requirements of the Superintendent of Financial Institutions Canada, other than recording the increase in the
general provision for credit losses as a direct charge to retained earnings in the fourth quarter of 1999, which was in accordance
with the accounting requirements specified by the Superintendent of Financial Institutions Canada under the Bank Act. Had the
one-time increase in the general provision been recorded as a charge to the Consolidated Statement of Income, these financial
results would have been as follows: provision for credit losses $1,185, net income $1,237, return on equity 12.0%, basic earnings 
per share $2.29, diluted earnings per share $2.26, dividend payout 38.0% and price to earnings multiple 14.3.

(2) Tax-equivalent basis

(3) Reflects the dilutive effect of stock options under the treasury stock method.

F i n a n c i a l  H i g h l i g h t s

6 S c o t i a b a n k
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A n o t h e r  y e a r  o f  r e c o r d  e a r n i n g s

Scotiabank’s earnings reached record levels again in 2001, as net income
rose 13% to $2,169 million. Strong growth in revenues was partly offset by
an increase in loan loss provisions. Non-interest expenses remained well
controlled, with an industry-leading productivity ratio. Earnings per share
(EPS) were $4.12, up 12% year over year, meeting our target of 12% to 15%
annual growth. 

Earnings growth was the main contributor to our expanded capital
base. After payment of dividends, we generated $1.5 billion of capital
internally in 2001.

We were able to put this capital to good use, generating a return 
on equity of 17.3% this year, near the top end of our target ROE range of
16% to 18%.

D i v i d e n d s  c o n t i n u e  t o  i n c r e a s e

Our shareholders benefited from a 10th consecutive year of higher
dividends, which rose 24% to $1.24 in 2001. In fact, the dividend was
increased twice during the year. This continues nearly four decades of
annual dividend increases, reflecting the underlying growth and strength 
of our earnings.

E x c e l l e n t  l o n g - t e r m  r e t u r n s  t o  s h a r e h o l d e r s

Return to common shareholders – which includes both dividends and
appreciation in the market value of the Bank’s common shares – was 
3.7% in 2001. 

Ownership of Scotiabank continued to provide excellent long-term
returns. The compound annualized return on the Bank’s shares has been
18.9% over the past five years and 20.4% over the past 10 years. This
exceptional performance was well above that of the Toronto Stock
Exchange (TSE) Banks and Trust Index and the TSE 300 index.

For the financial years 2001 2000 1999 1998 1997

Annual return (%) 3.7 33.3 7.1 6.1 51.1

Five-year return (annualized) (%) 18.9 28.4 23.6 21.7 26.0

Strong long-term
return to common

shareholders
Share price appreciation plus

dividends reinvested, 1991 =100

91 93 95 97 99 01

250

500

100

Scotiabank

TSE Banks 
and Trusts

TSE 300

97 98 99 00 01

1,250

1,500

1,750

2,000

Net income (1)

$ millions

excluding
unusual items

Dividends per share

0.75

1.00

1.25

97 98 99 00 01

Scotiabank’s track record of consistent earnings and dividend growth

continued in 2001.

(1)Refer to footnote (1) on page 6.



Total Revenue
Our total revenue – net interest income and other

income – grew by 16% in 2001, and exceeded the

strong annual growth rate of 12% achieved over the

past decade.

Net Interest Income
Contributing to the revenue growth was a $1.0 billion

increase in net interest income.

Net interest income on a taxable
equivalent basis was $6.4 billion in
2001, an increase of 19% from last
year. This resulted from a 14%
increase in average assets and a
wider margin.

The Bank’s net interest
margin (net interest income as a
percentage of average assets) was
2.37% in 2001. This was an
increase of 11 basis points from
last year, as both the Canadian and
foreign currency margins widened.

Canadian currency interest
income rose by 9% year over year
because of both volume growth
and a ten-basis-point increase in
the margin. The latter arose as the
spread between residential mort-
gages and fixed rate deposits
widened during the year, and also
because of better trading results.

Foreign currency interest
income grew by 33%, more than
half of which was from the addition
of Scotiabank Inverlat. All other
major business areas also con-
tributed to this growth, arising
from higher business volumes and
lower funding costs as interest rates fell during the year. 

O u t l o o k

A further increase is expected in net interest income in
2002 from diversified asset growth, with the margin
remaining relatively stable.

Assets and Liabilities
The Bank’s asset base approached $300 billion in 2001.

A s s e t s  

The Bank’s total average loans and
acceptances (excluding reverse
repos) were $154.3 billion, an
increase of 5% from last year.
Asset growth from consolidating
Scotiabank Inverlat during 2001
was partly offset by the impact of
the sale of 43 branches in Quebec. 

Adjusted for securitizations
and the sale of the Quebec
branches, underlying growth in
retail lending in Canada was 4%.
For the second consecutive year,
ScotiaLine VISA volumes grew
substantially. As a result, the
Bank’s market share in credit
cards reached a record level in
2001, having grown over 100 basis
points this year and 350 basis points since the launch of
this product. Residential mortgage growth was also fairly
strong in the second half of the year. 

Our international loan volumes rose significantly year
over year, including $5 billion from the consolidation of
Scotiabank Inverlat. The underlying growth in loans was
also strong at $4 billion or 20%.

Corporate lending volumes remained relatively flat in
2001. While U.S. corporate loans fell as a result of
significant asset sales and a focus on more selective
lending, there was good growth in Europe.

Average other earning assets (excluding lending
business) rose by $21 billion or 29%, of which $9 billion
related to Scotiabank Inverlat. These assets include
securities, funds on deposit with other banks (used
primarily to maintain liquidity) and reverse repos. This
year’s growth mainly arose from an increase of $9 billion in
reverse repos.
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Table 1 Average balance sheet and interest margin

2001 2000

Taxable equivalent basis Average Average Average Average
For the fiscal years ($ billions) balance rate balance rate

Assets

Interest-bearing deposits with banks $ 16.9 5.16% $ 16.6 5.52%
Securities 49.7 6.63 37.9 6.54
Loans:

Residential mortgages 50.7 6.97 49.0 6.76
Personal and credit cards 18.4 10.05 16.8 10.04
Business and governments 74.9 8.20 70.4 8.58
Assets purchased under resale agreements 27.6 5.51 18.7 5.81

171.6 7.60 154.9 7.83

Total earning assets 238.2 7.23 209.4 7.41
Customers’ liability under acceptances 10.3 – 10.3 –
Other assets 23.3 – 19.0 –

Total assets $ 271.8 6.33% $ 238.7 6.51%

Liabilities

Deposits:
Personal $ 72.7 4.54% $ 67.5 4.48%
Business and governments 79.7 4.55 72.2 5.12
Banks 27.4 4.77 25.9 5.71

179.8 4.58 165.6 4.95

Obligations related to assets sold under repurchase agreements 29.7 5.62 19.4 5.76
Subordinated debentures 5.3 5.68 5.3 6.06
Other interest-bearing liabilities 11.8 4.91 9.6 5.19

Total interest-bearing liabilities 226.6 4.76 199.9 5.07
Other liabilities including acceptances 31.5 – 26.7 –
Shareholders’ equity 13.7 – 12.1 –

Total liabilities and equity $ 271.8 3.96% $ 238.7 4.25%

Net interest margin 2.37% 2.26%

Table 2 Volume/rate analysis of changes in net interest income

Taxable equivalent basis 2001 versus 2000 2000 versus 1999
For the fiscal years ($ millions) Increase (decrease) due to change in: Increase (decrease) due to change in:

Average Average Net Average Average Net
volume rate change volume rate change

Net interest income

Assets $2,101 $ (413) $ 1,688 $ 573 $ 1,318 $ 1,891
Liabilities (1,316) 665 (651) (370) (963) (1,333)

Total $ 785 $ 252 $ 1,037 $ 203 $ 355 $ 558
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L i a b i l i t i e s

Average deposits totalled $180
billion in 2001, an increase of $14.2
billion or 9% from last year, of
which $6 billion related to
Scotiabank Inverlat.

Canadian currency personal
deposits rose 3% from last year
(excluding the loss of deposits
from the sale of branches in
Quebec), accompanied by solid
growth of 14% in mutual fund
balances. As a result, market share
rose by 45 basis points on a
combined basis. As well, we
achieved gains in term deposit
share for the third consecutive
year. With this year’s volatility in equity markets, the
Bank’s range of stock-indexed GICs was again popular with
customers, recording sales of approximately $2 billion
during the year. On the business customer side, current
account deposits continued their double-digit growth for
the seventh consecutive year, increasing by 15%. 

O u t l o o k

Notwithstanding the slowdown in the global economy,
moderate asset and deposit growth is planned in 2002.

Other Income
Other income has grown by a substantial 17%

annually over the past decade.

Other income was $4.1 billion in
2001, an increase of $406 million
or 11% from last year, with gains
in most categories.

Fees in deposit and payment
services rose by 24%, approxi-
mately half of which was from
Scotiabank Inverlat. In Canada,
the Caribbean and Latin America,
revenues grew from higher
transaction volumes and new
products, particularly from elec-
tronic delivery channels, as well as
from growth in credit card-related
revenues. 

Revenues from investment,
brokerage and trust declined 13%
year over year, following the sale
of the stock transfer and corporate
trust businesses. Excluding the
revenues generated from these
businesses, fees fell by only 3%.
This was entirely due to a decline
of 19% in retail full-service and
discount brokerage commissions,
reflecting lower customer trading
activity.

Mutual fund fees grew by
23% year over year, mostly from
Scotiabank Inverlat. Underlying
mutual fund fees grew more
modestly, as the impact of higher volumes was tempered
by a customer preference for money market funds that
earn lower fees. 

Credit fees of $640 million represented a moderate
increase from last year, notwithstanding lower levels of
new business from more selective lending. 

The biggest contribution to the overall growth in other
income was investment banking revenues, which rose a
substantial $289 million or 38% from last year. Record
results were achieved in many areas, including derivatives,
fixed income, underwriting and foreign exchange.

Gains on the sale of investment securities declined in
2001 from the near-record levels achieved last year.

The remaining categories of other income increased
by $265 million year over year, with several one-time items
both this year and last year. 2001 revenues included $82
million of interest on a tax refund following settlement of
a long outstanding claim, a $65-million gain from the sale
of the Bank’s corporate trust business, a $27-million gain
on the sale of Quebec branches, higher insurance revenues
and the consolidation of Scotiabank Inverlat.

O u t l o o k

Other income included some one-time revenues, which are
not expected to recur in 2002. However, we anticipate
continued growth in most of the other categories.2.5

3.0

3.5

4.0
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Table 3 Other income

2001

versus

For the fiscal years ($ millions) 2001 2000 1999 1998 1997 2000

Deposit and payment services

Deposit services $ 456 $ 433 $ 402 $ 372 $ 317 5%

Card revenues 211 116 133 184 153 82

Other payment services 105 75 67 63 61 38

772 624 602 619 531 24

Investment, brokerage and trust services

Retail brokerage 317 389 273 286 289 (19)

Mutual funds 161 131 115 117 82 23

Investment management and custody 33 85 97 86 72 (61)

Personal and corporate trust 127 128 119 107 96 –

638 733 604 596 539 (13)

Credit fees

Commitment and other credit fees 504 512 438 397 329 (2)

Acceptance fees 136 120 105 75 66 13

640 632 543 472 395 1

Investment banking

Underwriting fees and other commissions 352 278 268 287 308 27

Trading revenue 447 326 291 100 141 37

Foreign exchange and other 246 152 147 125 109 61

1,045 756 706 512 558 38

Net gain on investment securities 217 358(1) 343 322 366 (39)

Securitization revenues 220 206 155 38 – 7

Other 447 274 230 274 150 63

Total of above 3,979 3,583 3,183 2,833 2,539 11

Gains on sale of businesses 92 82(1) – 25 144 12

Total other income $4,071 $ 3,665 $ 3,183 $ 2,858 $ 2,683 11%

Percentage increase over previous year 11% 15% 11% 7% 34%

(1) The pre-tax gain of $21 million on sale of the Bank’s investment in Solidbank is included in gains on sale of business, whereas in the

Consolidated Statement of Income, it is reported in the net gain on investment securities.

Table 4 Trading revenue

Taxable equivalent basis

For the fiscal years ($ millions) 2001 2000 1999 1998 1997

Reported in other income

Securities trading $ 92 $ 108 $ 67 $ (48) $ 52
Foreign exchange and precious metals trading 216 148 150 77 45
Derivative and other trading 139 70 74 71 44

447 326 291 100 141

Reported in net interest income 190 126 85 58 48

Total trading revenue $ 637 $ 452 $ 376 $ 158 $ 189

% of total revenues (net interest income plus other income) 6.1% 5.0% 4.7% 2.1% 2.9%
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Non-interest Expenses and Productivity
Expense control is a constant priority for the Bank. 

The best benchmark to measure a bank’s efficiency is the
productivity ratio, which measures the expenses incurred
to earn a dollar of revenue – the lower the ratio, the better
the efficiency. With a productivity ratio of 53.9% in 2001,
we once again led the industry.

Year-over-year operating
expenses grew $543 million or
11%. Of this, $541 million related
to the consolidation of Scotiabank
Inverlat. This was partially offset
by the sale of certain non-core
branches and other operations.
Adjusting for these and other one-
time items, expenses grew less
than 3% in 2001. 

Remuneration and benefits
were up 9% to $3.2 billion this
year, mainly from the consolidation
of Scotiabank Inverlat and higher
performance-based compensation.
The biggest contributor to the
latter was higher variable
compensation in Scotia Capital,
reflecting strong investment
banking results. This was offset
somewhat by lower full-service
brokerage commissions, and a
decline in stock-based compensation
as a result of the lower stock price
appreciation in 2001. The Bank
continued to control remuneration
growth through a variety of
automation and outsourcing
programs designed to manage
staffing growth, despite increasing
business volumes. Excluding the
impact of Scotiabank Inverlat,
staffing declined in 2001.

Premises and technology
costs, excluding Scotiabank
Inverlat, increased $53 million or 5% from last year, with
most of the growth occurring in technology-related
spending. Effective May 1, 2001, the Bank outsourced its
domestic computer operations to IBM. As a result, higher
expenses were reported in technology, which were 
offset by lower expenses in other categories, such as
remuneration. There was also ongoing spending on
upgrades to both our domestic and international networks. 

Much of the growth in communication and marketing
expenses, as well as other expenses, was the result of
consolidations and divestitures in 2000 and 2001. The
balance of the increase supported revenue growth,
business development and product initiatives. 

O u t l o o k

While the Bank will continue to invest in business
initiatives, very strong expense control will be in effect
next year, given the current economic outlook.

Taxes
Taxes fell in 2001, following five consecutive years 

of increases.  

The Bank is subject to a variety of taxes, including direct
taxes on income by Canadian federal and provincial
governments and the governments of foreign jurisdictions
in which the Bank operates, together with several indirect
taxes. Taxes incurred by the Bank totaled $1.6 billion
(taxable equivalent basis) in 2001, a reduction of
$40 million from the prior year. 

The year-over-year reduction
occurred primarily in income
taxes. The effective income tax
rate declined from 33.2% in 2000
to 27.5% in 2001, as a result of a
drop in the Canadian federal and
provincial tax rates. As well, we
had higher earnings in our foreign
subsidiaries that are taxed at
lower rates, and gains on the sale
of businesses that were taxed at a
lower capital gains rate. These
positive factors were partially
offset by the cost of reducing
future income tax assets by the
effect of corporate income tax reductions enacted 
during 2001. 

Indirect taxes totaled $467 million in 2001, an
increase of $38 million year over year. Deposit insurance
premiums rose by $29 million, primarily because of the
consolidation of Scotiabank Inverlat. Payroll, property and
business taxes also continued to increase.

The $1.6 billion of total government levies and taxes
represented approximately 40% of our pre-tax income.

O u t l o o k

We anticipate that our effective tax rate will remain near
current levels in the coming year.
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Table 5 Non-interest expenses

2001

versus

For the fiscal years ($ millions) 2001 2000 1999 1998 1997 2000

Salaries and staff benefits

Salaries $2,856 $ 2,594 $ 2,297 $ 2,193 $ 1,973 10%

Pension and other staff benefits 364 350 330 308 229 4

3,220 2,944 2,627 2,501 2,202 9

Premises and technology

Net premises rent 200 179 187 172 157 12

Premises repairs and maintenance 49 39 39 40 29 28

Property taxes 59 55 61 55 33 8

Computer equipment, software and data processing 404 309 328 329 259 30

Depreciation 243 267 254 225 185 (9)

Other premises costs 178 146 138 137 115 21

1,133 995 1,007 958 778 14

Communications and marketing

Advertising and promotion 118 90 87 72 67 31

Telecommunications 75 62 66 57 47 20

Travel and business development 99 86 79 81 70 15

Stationery, postage and courier 210 190 175 156 136 11

502 428 407 366 320 17

Other

Business and capital taxes 145 143 137 140 117 2

Deposit insurance 63 33 69 98 75 89

Employee training 43 34 28 31 33 25

Amortization of goodwill and other intangibles 52 28 23 23 32 86

Other 504 548 478 329 226 (8)

807 786 735 621 483 3

Total of above 5,662 5,153 4,776 4,446 3,783 10

Restructuring provision – acquisitions – (34) (20) – 250 (100)

Writeoff of goodwill – – – – 26 n/a

Total non-interest expenses $5,662 $ 5,119 $ 4,756 $ 4,446 $ 4,059 11%

Productivity ratio 53.9% 56.5% 59.3% 60.4% 62.4%

Table 6 Income and other taxes

2001

versus

For the fiscal years ($ millions) 2001 2000 1999 1998 1997 2000

Income taxes

Provision for income taxes $ 876 $ 990 $ 867 $ 762 $ 758 (12)%

Taxable equivalent adjustment 230 194 163 129 103 19

Taxable equivalent provision 1,106 1,184 1,030 891 861 (7)

Other taxes

Payroll taxes 149 146 143 133 107 2

Property taxes 59 55 61 55 33 8

Capital taxes 87 93 91 97 81 (7)

Business taxes 58 50 46 43 36 17

Goods and services tax 51 52 52 54 48 (3)

Deposit insurance 63 33 69 98 75 89

Total other taxes 467 429 462 480 380 9

Total taxes $1,573(1) $ 1,613(1) $ 1,492(1) $ 1,371(1) $ 1,241 (2)%

(1) Amount is comprised of $1,043 million of Canadian taxes (2000 – $1,175 million; 1999 – $1,017 million; 1998 – $940 million) and $530

million of foreign taxes (2000 – $438 million; 1999 – $475 million; 1998 – $431 million).
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Credit Quality

I m p a i r e d  l o a n s

Net impaired loans were $259 million as at October 31,
2001. In the first quarter of 2001, we classified $1.6 billion 
of loans as impaired, primarily in our U.S. portfolio, 
in recognition of the deteriorating credit conditions in 
the U.S. market. Following that, we embarked on 
an aggressive plan to reduce the level of net impaired 
loans through asset sales, loan workouts and 
substantial loan loss provisions. As a result, we were
successful in reducing the level of net impaired loans to
our targeted level by year end.

As shown in the chart on the
right, net impaired loans as a
percentage of loans and
acceptances were 0.14% at
October 31, 2001, compared to 
-0.03% a year ago. The current
ratio still remains close to the
lowest level achieved over the past
decade. 

In Canada, the retail
portfolio remained in excellent
condition throughout the year.
Gross impaired loans declined by
$12 million during the year to $258
million. The condition of the
commercial portfolio was relatively stable. While gross
impaired loans in Scotia Capital’s Canadian portfolio rose
by $92 million during the year, the outstanding balance at
year end was fairly low at $203 million.

In the United States, credit conditions remained weak
throughout the year, as the slowing of the economy was
exacerbated by the events of Sept. 11. In the first quarter
of 2001, gross impaired loans increased by $1,027 million 
to $1,892 million. With the aggressive action taken
subsequently by the Bank, this balance was reduced
substantially to $1,280 million at October 31, 2001.

In International Banking, gross impaired loans were
$2,235 million as at October 31, 2001, an increase of $1,135
million from last year. However, of this, $906 million was
from the first-time consolidation of Scotiabank Inverlat.
The remaining increase related primarily to the other Latin
American subsidiaries, with the impaired loan portfolios in
Asia and the Caribbean remaining relatively stable.

S p e c i f i c  p r o v i s i o n s  f o r  c r e d i t  l o s s e s

In fiscal 2001, specific provisions
for credit losses were $1,250
million, compared to $765 million
last year.

Credit quality in retail
lending in Canada remained in
excellent condition. In 2001,
specific provisions on this portfolio
were $140 million, unchanged
from a year ago. The specific
provisions in commercial lending
increased to a more normal level 
of $106 million from a low of 
$28 million last year.

The specific provisions in International Banking rose
by $65 million to $250 million. Most of this increase came
from $50 million in reserves established against our
Argentine risk, given the difficult economic conditions
currently prevailing in that country. Levels of provisioning
remained stable in the Caribbean and Asia.

In Scotia Capital, specific provisions for credit losses
rose by $342 million over the prior year to $754 million in
2001. This increase was entirely in the U.S. portfolio,
reflecting the soft credit market
that existed for the entire year.
The specific provisions remained
relatively stable in Canada and 
in Europe.

G e n e r a l  p r o v i s i o n

During 2001, the general provision
for credit losses was increased by
$175 million to $1,475 million,
following weaker credit conditions
in the U.S. This amount represented
0.90% of risk-weighted assets. 

O u t l o o k

Given the weak economic outlook forecast for much of
2002, specific provisions for credit losses are expected to
remain at about the same levels as this year. However,
unstable economic conditions in Argentina create some
uncertainty regarding the related level of credit losses.
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Table 7 Impaired loans by business line(2)

2001

Allowance

for credit

As at October 31 ($ millions) Net losses(1) Gross 2000 1999 1998 1997

Domestic

Retail $ 82 $ (176) $ 258 $ 270 $ 332 $ 356 $ 436
Commercial 112 (220) 332 343 396 534 493

Subtotal 194 (396) 590 613 728 890 929

International(2)

Latin America 284 (1,303) 1,587 432 248 239 12
Caribbean 173 (110) 283 261 229 215 260
Asia 89 (213) 302 341 285 287 202
Europe 29 (34) 63 66 55 35 60

Subtotal 575 (1,660) 2,235 1,100 817 776 534

Scotia Capital

Canada 140 (63) 203 111 127 247 270
United States and other 825 (611) 1,436 941 733 403 460

Subtotal 965 (674) 1,639 1,052 860 650 730

Gross impaired loans 4,464 2,765 2,405 2,316 2,193
Allowance for credit losses

– specific and country risk provisions(1) (2,730) (1,526) (1,261) (1,295) (1,100)
– general provision (1,475) (1,475) (1,300) (1,300) (600) (500)

Subtotal (1,475) (4,205) (2,826) (2,561) (1,895) (1,600)

Total net impaired loans $ 259 $ (61) $ (156) $ 421 $ 593
Total net impaired loans as a % of 

loans and acceptances 0.14% (0.03)% (0.10)% 0.26% 0.44%
Allowance for credit losses as a % of 

gross impaired loans 94% 102% 107% 82% 73%

(1) Includes designated emerging market gross impaired loans and offsetting country risk provision of $25 million at October 31, 2001

(2000 – $24 million; 1999 – $25 million; 1998 – $25 million; 1997 – $56 million). 

(2) Interest recorded as income on impaired loans was $55 million (2000 – $62 million; 1999 – 28 million; 1998 – $29 million; 

1997 – $27 million). This amount related to the international portfolios.

Table 8 Provisions for credit losses

For the fiscal years ($ millions) 2001 2000 1999 1998 1997

Specific provisions for credit losses

Net specific provisions $ 1,373 $ 878 $ 623 $ 552 $ 430
Recoveries (123) (113) (138) (57) (70)

Net specific provisions for credit losses 1,250 765 485 495 360
Other provisions

General provision 175 – 150(1) 100 175
Country risk provision – – – – (500)

Net provisions for credit losses $ 1,425 $ 765 $ 635 $ 595 $ 35

(1) Refer to footnote (1) on page 6.
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Capital Management
Our capital ratios rose consistently during the year –

and were the strongest of the major Canadian banks 

as at October 31, 2001.

Capital is one of Scotiabank’s most critical resources. 
A strong capital base contributes to the safety of the Bank,
supports its high credit ratings and ensures it can take
advantage of potential growth opportunities as they arise.
These factors must be balanced against the need to ensure
that shareholders continue to earn excellent returns.

Management of the capital base must take into
account expected changes in balance sheet and risk-
weighted assets, capital mix, leverage, future investment
plans and shareholder returns, while also addressing the
concerns of other stakeholders, such as regulators, rating
agencies, depositors and the financial markets.

T h e  C o m p o n e n t s  o f  C a p i t a l

The capital adequacy standards for the Canadian banks
are set by the Office of the Superintendent of Financial
Institutions (OSFI). These standards were developed 
in harmony with the international standards set by the 
Bank for International Settlements (BIS). Under these
standards, bank regulatory capital consists of two
components:
• Tier 1 capital, which represents the more permanent

form of capital, consists primarily of common
shareholders’ equity and non-cumulative preferred
shares; and 

• Tier 2 capital, which consists mainly of subordinated
debentures or cumulative preferred shares and general
provisions. 

Both of the above components provide important support
for banking operations and protection for depositors.
However, Tier 1 capital is the principal focus of markets
and regulators.

In 2001, our total regulatory capital rose by more
than $2.3 billion to $21.3 billion. Growth in Tier 1 capital
accounted for 82% or $1.9 billion of this increase. Of this,
$1.5 billion came from higher retained earnings arising
from strong growth in our net income. Over the past five
years, $5.7 billion in capital has been internally generated
as a result of record net income levels. This track record of
internal capital generation is at the top end of the banking
system in Canada.

Tier 2 capital increased slightly, reflecting the
increase in the general provision eligible for inclusion in
Tier 2 capital from 0.75% of risk-weighted assets 
to 0.875%, as allowed by OSFI. As well, deductions 
from capital for first-loss facilities associated with
securitizations were substantially lower at year end. 

C a p i t a l  R a t i o s

Capital ratios are used to monitor
the adequacy of the Bank’s capital
levels. These ratios are determined
by dividing the components of
regulatory capital by risk-weighted
assets. To effectively manage the
Bank’s capital, close attention is
paid to both risk-weighted assets
and the capital base.

Scotiabank’s Tier 1 ratio rose
substantially to 9.3% at October
31, 2001, an increase of 70 basis
points from the previous year. The
total capital ratio grew by 80 basis
points to 13.0%. Both ratios are
well in excess of levels defined by
OSFI as “well-capitalized” – 10%
for total capital and 7% for Tier 1
capital – and were also the highest
of the major Canadian banks.

Scotiabank’s stronger capital
ratios resulted from both rising
capital levels and disciplined
growth in risk-weighted assets.
The latter was successfully
managed during the year through
initiatives such as asset sales and
securitizations. 

P e n d i n g  R e g u l a t o r y  D e v e l o p m e n t s

Following the 1999 proposal for a new capital adequacy
framework, the Basel Committee issued a more
comprehensive consultative paper in January 2001 and
invited comments from the international banking
community and national regulators.  The new proposals
were intended to lead to a much better correlation of
regulatory capital with economic capital needs determined
by banks. The Canadian banks, through the Canadian
Bankers Association, submitted a response to OSFI and
the Basel Committee. Based on widespread concerns
within the global financial community, the Basel
Committee is expected to make significant revisions and
issue another consultative paper in early 2002, with an
implementation date in 2005.

O u t l o o k

We expect to maintain our capital ratios near the current
strong levels.
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Table 9 Regulatory capital

As at October 31 ($ millions) 2001 2000 1999 1998 1997

Tier 1 capital

Common shareholders’ equity $12,833 $ 11,200 $ 9,631 $ 9,039 $ 7,930
Non-cumulative preferred shares 1,775 1,775 1,775 1,775 1,468
Non-controlling interest in subsidiaries(1) 1,086 729 198 173 137
Less: Goodwill (400) (297) (138) (148) (123)

Subtotal 15,294 13,407 11,466 10,839 9,412
Tier 2 capital

Subordinated debentures (net of amortization) 4,933 4,990 5,114 5,139 4,616
Eligible amount of general provision(2) 1,442 1,171 1,067 600 500

Subtotal 6,375 6,161 6,181 5,739 5,116

Less: Investments in associated corporations and other items (329) (539) (742) (575) (323)

Total capital $21,340 $ 19,029 $ 16,905 $ 16,003 $ 14,205

Total risk-weighted assets ($ billions) $ 164.8 $ 156.1 $ 142.3 $ 150.8 $ 136.4
Capital ratios

Tier 1 capital ratio 9.3% 8.6% 8.1% 7.2% 6.9%
Total capital ratio 13.0% 12.2% 11.9% 10.6% 10.4%

(1) Includes Scotiabank Trust Securities (BaTS), an innovative capital instrument.

(2) Under OSFI guidelines, the general provision was included in Tier 2 capital up to a maximum of 0.75% of risk-weighted assets. Effective

October 2001, this limit has been increased to 0.875%.

Table 10 Capital generation

For the fiscal years ($ millions) 2001 2000 1999 1998 1997

Internally generated capital
Net income $ 2,169 $ 1,926 $ 1,551(1) $ 1,394 $ 1,514
Other amounts credited/(charged) to retained earnings 38 160 (475)(1) 147 40

Capital from operations 2,207 2,086 1,076 1,541 1,554
Dividends (729) (604) (537) (490) (454)

1,478 1,482 539 1,051 1,100

External financing
Subordinated indebtedness (57) (124) (25) 523 1,765
Preferred shares – – – 307 (107)
Innovative Tier 1 capital instruments(2) – 500 – – 250
Common shares 155 87 53 58 406

98 463 28 888 2,314

Other(3) 735 179 335 (141) 419

Total capital generated 2,311 2,124 902 1,798 3,833
Total capital, beginning of year 19,029 16,905 16,003 14,205 10,372

Total capital, end of year $21,340 $19,029 $16,905 $16,003 $14,205

(1) Refer to footnote (1) on page 6.

(2) Innovative Tier 1 capital instruments issued through BNS Capital Trust (Scotia BaTS) and Scotia Mortgage Investment Corporation.

(3) Represents eligible general provision and adjustments to regulatory capital such as inclusion of non-controlling interest in subsidiaries,

less deductions for goodwill, securitization-related amounts and investments in associated corporations.
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B u s i n e s s L i n e s

B u s i n e s s  l i n e  s u m m a r y

Net income ($ millions) 2001 2000 1999(2)

Domestic Banking $ 960 $ 882 $ 649
International Banking 489 364 296
Scotia Capital 686 650 745
Other(1) 34 30 (139)

Total net income 2,169 1,926 1,551

(1) Refer to Note 18 on page 65 for a description of the items included in Other.

(2) Refer to footnote (1) on page 6.

D o m e s t i c  B a n k i n g

Retail and Commercial

Scotiabank’s retail, small business and commercial
banking operations in Canada provide a full range of
financial services to more than six million customers
through an extensive network of:

• more than 1,000 branches 

• over 2,150 ABMs

• four state-of-the-art call centres

• TeleScotia and Scotia OnLine, our telephone and
electronic banking services 

Wealth Management

The Wealth Management group is organized around
three businesses: retail brokerage, mutual funds and
private client services (which includes personal
trust, money management and private banking).
The group has: 

• $94 billion in assets under administration

• 720,000 brokerage and high net worth clients

• a dedicated sales force of 1,000 highly-skilled,
accredited professionals

• more than 130 delivery points plus online services

Domestic Banking net income rose 9% to $960
million in 2001 on the strength of higher interest
margins and solid expense control. Brokerage
revenues declined due to lower client trading
activity, while mutual fund, trust and investment
management fees rose modestly. 

I n t e r n a t i o n a l  B a n k i n g

Scotiabank’s multinational network capitalizes on
more than 100 years of international experience to
provide a complete range of financial services to
both local and international customers around the
world. Including subsidiaries and affiliates, the
division has:

• operations in more than 40 countries

• a network of more than 1,000 branches and 1,700
ABMs

• 22,000 employees

Net income was $489 million, up 34% due 
to the consolidation of Scotiabank Inverlat, our
Mexican subsidiary, and another year of record
earnings in the Caribbean and Central America.

S c o t i a  C a p i t a l

Scotia Capital’s integrated global corporate 
and investment banking operations provide
specialized solutions for corporate, institutional and
government clients. Scotia Capital has recognized
strengths in:

• structured and syndicated lending

• corporate debt and equity underwriting

• mergers and acquisitions

• derivatives, fixed income, foreign exchange and
precious metals

Net income rose 6% to $686 million in 2001.
Strength in Global Trading was mostly offset by
higher loan loss provisions in the U.S. portfolio.
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D o m e s t i c  B a n k i n g  –  R e t a i l  a n d  C o m m e r c i a l

PRIORITIES
Revenue growth – Increase
the capacity and effectiveness
of our sales and service
channels and integrate the
unique capabilities of direct
sales forces, branches, call
centres and the Internet.

Customer satisfaction
leadership – Win a greater
share of our customers’
business by offering lifecycle-
based financial solutions and
advisory services.

Self-service banking –
Improve convenience of
access to service for our
customers by expanding the
number and type of access
points and, in particular,
aggressively Web-enable all 
of our products and services.

Cost management – 
Continue to manage down
costs through effective service
delivery channel management,
outsourcing and continuous
improvement programs.

We continue to lead the industry

in service excellence.

R e t a i l  a n d  S m a l l  B u s i n e s s  B a n k i n g

Retail Banking enjoyed another year of record earnings,
demonstrating the success of our customer-focused
approach and our superior execution of the fundamentals
of our day-to-day business. 

Customer focus

During the year, we significantly restructured our branch
network and regional management to focus exclusively on
sales and customer service. Administrative and support
functions were centralized into one national unit, and new
desktop technology was introduced, improving sales, service
and productivity. As well, we continued to aggressively Web-
enable all branch processes. This will further leverage the
high-speed Internet access which we began to provide to our
branch network last year, allowing branch staff to more
effectively serve and communicate with our customers.

Leaders in customer satisfaction

Because of these initiatives and the outstanding commitment
of our employees across Canada, Scotiabank led the banking
industry in delivering excellent service to its customers for
the second consecutive year, according to the latest
Customer Service Index survey by Market Facts – a leading
independent research firm. As well, across a variety of our
loyalty metrics, we are seeing substantial gains in our
customers’ intent to repurchase with us, whether it be day-
to-day banking, borrowing or investing solutions.

In a separate survey, our four call centres were
ranked in the top five in customer satisfaction, out of 180
centres across Canada.

Integrated delivery

These successes are linked to our delivery channel
strategy, which is founded on offering customers an
integrated, high-quality experience, whether they choose
to deal with Scotiabank by a click, call or visit. 

For example, we took significant steps to enhance
our Internet site and online banking service, with
substantial improvements in navigation and site design. An
independent survey ranked our site among the best in the
industry. As well, the use of our Internet banking channel
more than doubled this past year.

Financial solutions

We continued to focus on offering innovative financial
solutions to customers. Our Scotia Total EquityTM Plan again
showed excellent growth, and the success of our ScotiaLine
VISA product has boosted our credit card market share to its
highest level ever. In addition, we were first to market with
several new products, including the No Down Payment
Mortgage and a CD-ROM guide for buying and selling a home. 

At the same time, our industry-leading Stock-Indexed
GIC offered many investment customers protection from
the substantial market declines experienced in 2001. This
product continues to grow in popularity, with the latest
statistics showing Scotiabank holding 36% of the Canadian
market for stock-indexed GICs. 

Leading-edge self-service technology

In 2001, we led the marketplace in the areas of wireless
access and Web TV capabilities and, working closely with
the Canadian National Institute for the Blind, delivered
telephone banking to our visually impaired customers. 
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Scotiabank also entered into a global ABM alliance
with five of the world’s leading financial institutions to
provide innovative financial services for customers who
travel internationally. A major initiative will be to provide
free access to more than 24,000 member ABMs on three
continents. The alliance is a world first and demonstrates
Scotiabank’s commitment to customer service as Canada’s
most international bank. 

Small business

This past year, we sharpened our focus on business banking
by creating two sales forces to separately serve our large
commercial and small business customers. Small
businesses – those with sales of less than $1 million and
borrowing less than $250,000 – are served exclusively
through our extensive retail delivery network. Small
business bankers can now use our state-of-the-art contact
management system to deepen customer relationships.

We demonstrated our commitment to provide total
financial solutions for our customers by working with
United Grain Growers (UGG) to meet the financing needs
of 20,000 UGG farm customers in western Canada.

We launched our new ScotiaOne Service, which
provides small business owners with a single point of
contact for both their personal and business day-to-day
banking needs. As well, we introduced ScotiaOne Loan
Source, a market-leading, one-stop financing program,
providing access to third-party loans and leases through
partnerships with firms such as National Leasing and
Business Custom Capital, a division of Wells Fargo Bank.

With leading-edge technology, we provide our small
business customers with a comprehensive online view of
their bank and brokerage accounts. Users can customize
their page with links to relevant industry-related sites,
government resources, associations, news and research.

Cost management

Continuing our proven record of successful cost containment,
we constantly assess our distribution network and
carefully manage our channel mix in response to changing
customer needs. Over the past three years, efforts to
rationalize our branch network, centralize administration
and improve efficiency have resulted in significant cost
savings. This has allowed us to reinvest in our call centres
and in Internet banking, and add substantially to our direct
sales forces in the mortgage and financial planning areas. 

C o m m e r c i a l  B a n k i n g

To create a more market-focused and streamlined structure,
the Commercial Banking group was reorganized this past
year along geographical lines. Headed by a senior vice-
president and five area vice-presidents, and supported by
our commercial banking centres, we are better positioned to
more effectively respond to the needs of our large
commercial customers.

Driving revenue growth with customer-focused solutions

We are working to increase the depth and breadth of our
client relationships by developing a more focused sales
discipline, including new management accountabilities and
a centralized sales structure. Using new tools to identify
critical customer priorities, we are developing customized
solutions to meet their unique needs, drawing on expertise
from all parts of the Scotiabank Group. For example, we
helped Albchem Industries address a number of business
challenges, providing comprehensive financing to
complete a management buyout, undertake a plant
expansion and build a new manufacturing facility.

Aggressively managing costs and improving returns

In 2001, in a mature and highly competitive market, the
Commercial Bank looked for opportunities to contain costs
and selectively reprice accounts that were not meeting
overall return targets. Support activities such as loan
administration were reassigned, and we centralized more of
the account management; more than 90% of our accounts
are now managed from designated commercial centres.

Focus on niche markets

Our subsidiary, RoyNat Capital, the leading Canadian
merchant bank in the commercial mid-market, significantly
increased its capabilities by opening an office in Cleveland,
Ohio, as well as offering a business advisory service. This U.S.
office will facilitate the capital requirements of Canadian
companies expanding or acquiring assets in the United States.

Electronic banking and cash management services

Electronic Banking provides cash management, business
banking and e-commerce services and expertise to
commercial and corporate clients. We continued to expand
our installed point-of-sale merchant base, and introduced a
new Web-based cash management system, complementing
other available online services. As well, we used our expertise
in smart chip card technology to develop Scotia TranSmart,
an electronic fare collection solution for transit systems.

F i n a n c i a l  P e r f o r m a n c e  

Domestic Banking (including Wealth Management)
contributed $960 million to the Bank’s earnings in 2001, an
increase of $78 million or 9% from the strong performance
last year. These earnings represented 45% of the Bank’s
total net income. Return on equity was a very strong 28.1%.

Revenues grew modestly by 2% over last year. The
combined effect of asset growth and a higher interest
margin more than offset lower fee income.

Domestic retail assets rose by 2%, notwithstanding
the sale of 43 branches in Quebec. All products and sales
channels contributed to the underlying growth of 4%, with
the most notable success in mortgages as well as ScotiaLine
VISA, where we substantially increased our market share.
Our retail deposits showed good growth, particularly in
light of the solid increase in mutual fund assets. Business
deposits also grew strongly, up 15% this year.



S c o t i a b a n k  2 1

Our seven million customers represent a huge growth
opportunity. Today we have about one-half of their
borrowing, and close to 30% of their investment
business. Growing our share of business from existing
customers is a top priority.

We completely restructured our sales force of
5,000 personal bankers, mortgage specialists, financial
advisors and financial planners, supporting the ongoing
transition to a proactive, outwardly focused sales and
service team. A key element of this process was the
realignment of our management group, which doubled
the number of district vice-presidents, our senior sales
leaders. As well, administrative tasks were reassigned to
a central support group.

We continued to improve our state-of-the-art
customer contact system, called Sales Builder. We
introduced an extensive measurement system, which
allows sales staff and management to track performance
against plan, a critical tool for managing a nationwide

sales force. By the end of the year, all branches were
benefiting from the use of Sales Builder.

To ensure we are targeting the right customers
with the right products and services while respecting
privacy principles, we have made a significant
investment in our customer analytics capabilities. We
now have a detailed, enterprise-wide view of our
customer base which allows us to understand key
aspects of our customer franchise, such as relationship
strength, profitability and optimal sales and service
opportunities. 

Over the last 12 months, we more than doubled the
number of sales leads, resulting in nine million customer
contacts. These contacts are planned and co-ordinated
across all channels, and we are seeing continued
improvement in response rates. Our prospecting
campaigns are highly targeted, with more than 800
unique offers. A key goal is to provide specific solutions
and products to customers depending on their life stage.

S a l e s  F o c u s

Other income declined $124 million from last year,
largely because of two factors. First, the sale of the stock
transfer and corporate trust businesses led to lower
ongoing revenues of $77 million, as well as one-time
revenues of $61 million in 2000, and $65 million this year.
Second, retail brokerage commissions fell by $83 million, in
line with the substantial drop in customer trading activity.
Excluding these items, fee income rose by 3%, with growth
in several categories, including transaction-based fees,
credit card revenues and electronic banking revenues.

Credit quality remained strong, particularly in the
retail portfolio.

Expense control continued to be a major positive factor
in 2001. The expense reduction of 1% arose largely from
the sale of businesses and lower commission-based

compensation. Excluding these factors, and last year’s
reversal of $34 million of the National Trust restructuring
provision, the underlying growth in expenses was still modest
at 3%, as we continued to carefully manage staffing levels.

O u t l o o k

The 2002 outlook for our retail, small business and
commercial banking areas remains cautiously optimistic.
We are building on the initiatives and changes that have
been recently introduced, and the resulting successes that
have been achieved. In particular, we will continue to focus
on providing superior service, targeting our sales efforts,
enhancing our product offerings and effectively using new
technology, while relentlessly managing our costs.

Domestic Banking 2001 2000 1999

Financial performance ($ millions)

Net interest income $ 3,135 $ 2,932 $ 2,778
Other income 1,582 1,706 1,472
Provision for credit losses (283) (210) (269)
Non-interest expenses (2,947) (2,972) (2,903)
Income taxes (527) (574) (429)

Net income $ 960 $ 882 $ 649

Return on equity (%) 28.1 28.2 –
Average earning assets ($ billions) 90 89 86
Productivity ratio (%) 62.5 64.1 68.3

Vital statistics

Staffing 22,407 23,299 24,886
Number of retail banking branches 1,021 1,131 1,178
Number of ABMs 2,237 2,136 2,021
Number of Scotia OnLine users 619,766 294,757 152,453
Number of Scotia OnLine transactions 38,618,060 19,182,468 9,589,350
Number of TeleScotia transactions 35,506,549 34,627,751 26,134,393
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R e t a i l  B r o k e r a g e

Market volatility had a significant impact on the brokerage
industry this year. Nevertheless, we continued to invest in
the business. We made several enhancements to our 
full-service brokerage, ScotiaMcLeod. We added more
research and marketing information, improved statement
presentation, and provided seamless connectivity between
banking and brokerage accounts, which gives clients
online access to their credit lines, day-to-day banking and
brokerage accounts – all on one site. 

As part of Wealth Management’s focus on aligning our
strategies with Retail Banking, ScotiaMcLeod launched a
new sales force of financial planners, who will work closely
with assigned Scotiabank branches to provide clients with
a full spectrum of financial solutions, from investments to
credit products and day-to-day banking. 

As well, we continued to focus on fee-based business.
i:Partner was ScotiaMcLeod’s most successful program
launch ever, with more than $120 million in assets under
administration to date. With the addition of the Sovereign
program to complement the Summit, Pinnacle, and
Partnership Plus programs, ScotiaMcLeod now offers the
most complete line of fee-based products in Canada. 

Based on new customer satisfaction survey results,
Scotia Discount Brokerage Inc. (SDBI) launched an
automated account opening process (with 24-hour
turnaround) and simplified trade pricing, in addition to the
improved research and banking connectivity mentioned
above. These improvements, coupled with greater staff

training, led to significantly improved rankings for SDBI in
the areas of service levels and competitive products. 

In addition to these service initiatives, we thoroughly
reviewed our cost structure, both at Executive Offices and
throughout the branch network, and implemented many
cost reduction programs throughout the year.

M u t u a l  F u n d s

We are continuing to build strong customer relationships
by focusing on products that reflect Scotiabank’s core
investment values: invest early, invest regularly and stay
invested. A new branch system that fully automates the
mutual fund order entry process, and improvements to
mutual fund knowledge and service levels in the branches
– including the introduction of field consultants to train
staff – led to an improved customer experience.

Building on the introduction of new funds last year
and a strategic alliance with Capital International Asset
Management, we achieved strong sales growth in mutual
funds in 2001 relative to the industry, which led to an
increase in our market share. Although ranked 13th in the
industry by assets, we were first in sales in June (a
Scotiabank first) and in the top five for the balance of the
fiscal year. 

In terms of investment performance, 18 of 28 funds
were ranked in the first or second quartile, based on one-
year returns. As well, our bond income and Latin American
funds were top-ranked in Canada.

The newly formed Scotia Private Client Group

offers a broad range of trust, investment

management and banking services to our

affluent clients.

D o m e s t i c  B a n k i n g  –  W e a l t h  M a n a g e m e n t

Retail Brokerage – Enhance the
customer experience through simplified
pricing, improved online research 
capabilities and access to banking
services, while streamlining operations.

Mutual Funds – Continue to grow
market share through more seamless 
co-ordination with Retail Banking,
improved branch sales and service 
skills and an enhanced sales support
infrastructure.

Private Client – Integrate trust, 
investment management, full-service
brokerage and private banking services
into a consistent high-end offering for
affluent clients.

PRIORITIES



S c o t i a  P r i v a t e  C l i e n t  G r o u p

A key initiative in 2001 was to integrate and relaunch
Scotiatrust, Scotia Cassels Investment Counsel and 
Private Banking as one unified entity – the Scotia Private
Client Group. 

As part of this new brand, five Private Client Group
centres were opened across Canada in Vancouver,
Edmonton, Calgary, Toronto and Ottawa, with another
seven slated for early 2002. The centres are configured to
deliver a highly customized and comprehensive service
offering, including lending, trust and a broad range of
investment services. This integrated strategy positions
Scotia Private Client Group as a leader in the affluent
marketplace. 

In addition, over the past year we implemented new
technology to support our portfolio management activities.
This allowed us to substantially improve client reporting,
which now includes comprehensive investment
performance, portfolio analysis and detailed transaction
history. It has also improved operating efficiencies and
compliance reporting.

F i n a n c i a l  P e r f o r m a n c e

In 2001, Wealth Management generated $774 million in
revenues, a decline of 10% from last year’s record results.
(Wealth Management revenues are included in the
financial results of Domestic Banking.) Nevertheless, 2001
still represented the second-best year for the Wealth
Management group and, apart from retail brokerage, the
other businesses produced good results. 

The retail brokerage business was negatively affected
by sharply lower customer trading activity, the result of
generally unfavourable financial market conditions that

prevailed during the year. Revenues fell by 15% over 2000,
following a 20% decline in trading volumes across all
brokerage channels. As a result, several actions were taken
during the year to reduce costs in these areas. 

Mutual fund sales were very strong in 2001, with fund
assets growing by 14%. Related fee income rose a modest
2% over last year, due to customer preference for lower-
risk money market funds, which generate lower
management fees. Total mutual fund revenue declined
from the previous year, due to a decline in the value of
newly established funds.

Trust, investment management and private banking
revenues all rose, as a result of improved business
volumes, repricing of core products and services, and a
greater focus on servicing the needs of affluent clients. 

Assets under administration declined slightly to $95
billion at the end of the year, as a result of the market-
driven declines in our brokerage businesses. 

In Scotia Cassels – the second-largest provider of
private client investment management services in Canada
– assets under management rose by 2% to $19 billion.

O u t l o o k
We have made considerable progress over the past few
years in restructuring, integrating and building a solid
foundation for our wealth management operations. These
initiatives produced good results in several areas in 2001,
and we expect that momentum to accelerate over the
coming years in all areas – full-service and discount
brokerage, mutual funds, and our high-end customer
service offering through the newly established Scotia
Private Client Group.

Wealth Management 2001 2000 1999

Financial performance ($ millions)

Total revenue $ $ $
Retail brokerage 457 538 377
Mutual funds 103 116 105
Trust and private banking 127 119 101
Investment management/other 87 85 84

$ 774 $ 858 $ 667

Vital statistics

Assets under administration(1) 94,442 96,647 81,627
Assets under management(1) 18,846 18,539 16,232
Staffing 2,957 2,833 2,526
Number of investment executives (IE) 906 791 789
Assets per IE ($ millions) 38.9 42.4 34.3
New assets – ScotiaMcLeod ($ millions) 10,540 11,403 8,053
% increase in active discount brokerage accounts 13 24 –
Net fund sales ($ millions) 2,647.2 309.5 228.7
% of funds in top quartiles – one-year return 64 74 60

(1) September 30 S c o t i a b a n k  2 3
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C a r i b b e a n  a n d  C e n t r a l  A m e r i c a

Our operations in the Caribbean and Central America
posted record earnings for the 11th consecutive year. 

A major sales and service improvement program
designed to enhance revenue growth was deployed in 58
branches across eight countries. We created a new branch
position to provide dedicated relationship management to
our best customers, and held training programs to help staff
better manage sales and service activities, such as making
proactive customer sales calls. As well, we are now using
new management information systems to create customer
contact leads and measure related performance. The program
will be in place across most of the region by the end of 2002. 

We have placed a strong emphasis on technology in
our Caribbean operations. A new credit behaviour scoring
system was successfully implemented in fourteen
countries, and an industry-leading automated collections
system was also introduced in six countries, with positive
results. Plans are under way to implement both of these
capabilities across the region early in 2002.  

Several new products were introduced, including the
Magna MasterCard and a new retirement savings product in
Barbados. In addition, Switch Mortgage, Stock Market
Investment and Rate Booster CD products were deployed on
a wider scale across the region. An unsecured loan auto-
renew program was also implemented in a number of
countries with great success.  

We are investing heavily in alternative delivery
channels, while continuing to grow our branch network to
offer customers increased flexibility and convenience. We
opened branches in seven new markets, and expanded our

ABM network by 32%, with 317 machines now in place
across the region. Telephone banking is now available 24/7
in Jamaica and Trinidad, and there are plans to expand this
service to additional countries, including a Spanish version
for Puerto Rico. 

A merchant services program was launched to offer
point-of-sale machines for credit and debit card
transactions across the region. Scotiabank was also the
first financial institution in Trinidad and Tobago to offer 
e-commerce facilities to commercial customers. 

L a t i n  A m e r i c a    

Our largest operation in Latin America is in Mexico, with
smaller operations in Chile and Argentina. As well, we have
minority investments in Venezuela and Peru, and a
representative office in Brazil.  

In November 2000, Scotiabank acquired a 55%
controlling interest in Grupo Financiero Inverlat. The bank
was rebranded as Scotiabank Inverlat in January 2001 
with the support of a successful advertising campaign. 

Scotiabank Inverlat is a well-capitalized bank, with
excellent credit quality. Our major focus now is to grow
market share by leveraging our extensive delivery network –
434 branches, 999 ABMs and a state-of-the-art call centre. 
In 2001, we had good success in growing both assets 
and deposits. We took a market leadership role in car and
mortgage financing, launching new products and leading the
marketplace in reducing rates as interest rates fell in Mexico.
We reorganized our deposit product line to better meet the
needs of various customer segments, supported by a very

Our Caribbean operations had another

strong year. As well, we acquired a

controlling interest in Grupo Financiero

Inverlat in Mexico.

I n t e r n a t i o n a l  B a n k i n g

Caribbean and Central America – 
Build revenue generation capabilities
through sales improvement initiatives;
enhance credit adjudication and
collection processes through training 
and new technology; and continue with
the expansion of the delivery network. 

Latin America – Leverage our extensive
delivery network to increase market share
in the retail and commercial segments in
Mexico; prudently manage our operations
in Argentina and Chile. 

Asia – Capitalize on our regional
presence by building niche businesses,
such as trade finance and foreign
exchange in selected Asian markets,
while leveraging our expertise in
syndicated lending.  

PRIORITIES



successful promotional campaign. As a result, our low-cost
deposit portfolio increased by 20%. Our penetration of the
commercial market also increased substantially this year in
assets, deposits and fee-based services. 

Significant progress continues to be made in alternate
delivery. Inverweb, our online banking service was upgraded
during the year to improve navigation and to introduce mobile
banking. Visits to our Web site increased several fold in the
last six months of the year, with over 545,000 visits in
October 2001. For the first ten months of the year, Inverlat’s
call centre set a record with more than 5.5 million calls, a
30% year-over-year increase. 

In Argentina and Chile, we enhanced our capabilities
in several areas. A new automated sales platform was
introduced in all Scotiabank Quilmes branches in
Argentina to assist staff with customer marketing activity.
In Chile, our bank was rebranded as Scotiabank Sud
Americano late in the year. 

To improve productivity, Scotiabank Quilmes and
Scotiabank Sud Americano merged some of their support
functions, including risk management and audit. This will
eliminate duplication, lower costs and improve consistency
in these functions for both operations.  

While the operations of Scotiabank Quilmes continued
to improve, the political and economic situation in Argentina
has resulted in considerable volatility and uncertainty in the
financial markets. We are closely monitoring the situation
and its impact on our operations in Argentina. 

A s i a

Many of the Asian economies saw a reduction in growth
rates in 2001, as export-dependent nations struggled in the
face of reduced global demand. Against this background,
our Asian operations focused on high-quality opportunities
in debt securities markets and loan syndications.
Considerable emphasis was placed on improving the
regional co-ordination of trade finance, correspondent
banking, foreign exchange and precious metals businesses,
and better results were achieved in these areas. 

We continue to strategically build our capabilities 
and businesses in higher-growth markets, opening our fifth
branch in India. 

F i n a n c i a l  P e r f o r m a n c e

The International Banking division contributed $489
million to the Bank’s earnings this year, a 34% increase
over 2000, which represented 23% of the Bank’s net
income. Return on equity was 18.0%.

Caribbean and Central American operations continued
to lead the division’s contribution, with net income of $252
million this year, a 14% increase over 2000. This strong
performance reflected growth in both assets and retail
deposits of 11%. Revenue growth was led by increases of
more than 20% in card products and transaction-based fees.
In addition, new products and expansion of the delivery
network contributed to this growth.

In Latin America, income was almost double last
year’s level. This growth was primarily due to improved
investment income and the consolidation of Scotiabank
Inverlat. Partially offsetting this growth were provisions of
$100 million established in 2001 against our Argentine risk.

In Asia, earnings rose 11% year over year, despite the
gain on the sale of Solidbank last year. This was driven by 
13% growth in assets and the resulting increase in
revenues. High-growth areas included India and Malaysia.
Trade finance revenues continued to be a major
contributor to the region’s profitability.

O u t l o o k

We expect International Banking’s track record of earnings
growth to continue in 2002 across the majority of our
operations in the Caribbean and Central America, Asia and
Latin America, but at a slower pace than that achieved in
recent years. As well, the economic instability in Argentina
creates some uncertainty regarding our earnings prospects
related to Argentina.

International Banking 2001 2000 1999

Financial performance ($ millions)

Net interest income $ 2,020 $ 1,371 $ 1,083
Other income 691 451 402
Provision for credit losses (250) (185) (115)
Non-interest expenses (1,670) (1,057) (870)
Income taxes/minority interest (302) (216) (204)

Net income $ 489 $ 364 $ 296

Return on equity (%) 18.0 16.4 –
Average earning assets ($ billions) 47 31 26
Productivity ratio (%) 61.6 58.0 58.6

Vital statistics

Staffing(1) 17,628 10,596 8,622
Number of branches(1) 855 430 345
Number of ABMs(1) 1,591 533 370

(1) Excludes affiliates
S c o t i a b a n k  2 5
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C a n a d a  

In Canada, all client relationships are organized under nine
industry specialties, and supported by two groups that
specialize in financial products – Canadian Capital
Structuring and Global Trading. Where multi-product 
sales opportunities exist, our Canadian Relationship
Management professionals deliver solutions to meet
clients’ needs. 

During the year, a key priority was to deepen relation-
ships with our best customers. Notable transactions that
demonstrated this commitment included:

• Osprey Media Group Inc. – Scotia Capital acted as
exclusive financial advisor for the acquisition of 
certain newspaper assets. Scotia Capital provided a
$140-million term loan, a $50-million revolving credit
facility, and arranged a $94-million private equity issue.

• Sun Life Financial – to facilitate the company’s
acquisition of two units of U.S.-based Liberty Financial,
Scotia Capital raised $950 million, using its expertise
and innovation to create a unique tax-deductible
preferred share issue. 

Our achievements included being named the top
Canadian firm for merger and acquisition transactions by
M&A Review, as well as being ranked as the top Canadian
bank for agent-only deals by Loan Pricing Corporation.
Scotia Capital was also named the top Canadian performer
by Euromoney for overall debt arranging, and ranked first
overall in reputational franchise in the 2001 Brendan

Wood International Equity Research, Sales and Trading
Performance in Canada report.

U n i t e d  S t a t e s

The capitalization, size and scope of its financial institutions
make the U.S. the world’s most competitive financial market.
Scotia Capital has successfully established itself as the leading
Canadian bank in the U.S. syndicated lending market.

Our U.S. relationship managers typically focus on 
one of the following industry specialties: Automotive,
Power, Health Care, Media & Communications, Real 
Estate, Financial Institutions, Oil & Gas, and Technology &
Electronics. These relationship managers serve a broad
range of clients, primarily meeting their needs in syndicated
lending, acquisition finance, securitization, leveraged leasing,
foreign exchange, derivatives and fixed rate debt issuance. 

Over the year, we worked to deepen our industry
specialization and product capabilities. Notable deals
included:

• Marriott International – Scotia Capital completed
landmark deals for the hospitality giant, including a
US$1.5 billion syndicated credit facility.

• Kroger Co. – we played a lead role on a US$1 billion
bond offering for the company, after participating in its
$1.6 billion financing.

• Calpine Corporation – Scotia Capital acted as the
financial advisor on Calpine’s $1.75 billion acquisition
of Encal Energy Ltd.

With the slowdown in the North American economy,
a major priority for Scotia Capital has been, and continues
to be, the close management of credit quality. We made
several refinements to our processes, such as enhancing

Scotia Capital’s Global Trading business

continued its strong growth, reflecting 

the success of our integrated approach 

to financing and risk management.

S c o t i a  C a p i t a l

Scotia Capital – Maximize
return on equity, given the
capital-intensive nature of 
the business.

Canada – Deepen 
relationships with our 
best customers, in order 
to increase cross-sell of 
our products.

U.S. and Europe – Expand
our product capabilities,
building out industry 
specialization and aggressively
managing credit quality.

Global Trading – Leverage
the success of our integrated
approach by growing the
derivatives, foreign exchange
and fixed income businesses
and making greater use of
electronic distribution.

PRIORITIES



the quarterly loan review, and implementing a problem
loan forecasting system. As a result, we reacted quickly to
the weakening credit conditions, and were proactive in
taking strong corrective action, including selling more than
$700 million in impaired loans.

E u r o p e

Scotia Capital Europe is primarily a syndicated lender in
Western Europe, focusing on the following industries:
Media & Telecommunications, Transportation & Shipping,
Forestry, Power, and Entertainment & Leisure. 

Scotia Capital Europe’s commitment to industry
specialization was evidenced through our work in the
transportation industry. We provided a variety of financing
solutions and advice to manufacturer DONCASTERS plc.,
and to leasing company Oasis International. As a result of
the Oasis deal, we received recognition in the Aircraft

Finance Journal “Deal of the Year Awards”.

G l o b a l  Tr a d i n g

The Global Trading business incorporates our fixed
income, derivatives, foreign exchange, precious and base
metals and money market activities. 

Our integrated approach to financing and risk
management yielded very favourable results over the past
year. For instance, a leading independent consultant rated
us the number one investment dealer in the Canadian fixed
income market, and Euromoney rated us as the top
Canadian performer for foreign exchange.

Also contributing to Global Trading’s success was our
continued commitment to use technology in innovative
ways to better serve our clients and improve efficiency:

• Scotia Capital took part in the launch of CANissue.ca
and CanDeal, offering institutional investors a
convenient way to obtain critical information on new
debt issues, as well as a real-time price feed that
displays the best bid and offer, price and yield, from 
all participating dealers for each security.

• We also joined Atriax, a leading global electronic
marketplace for foreign exchange products and related
services. Atriax will complement ScotiaFX, our online
foreign exchange trading system, providing clients with
greater access to pricing and liquidity in a wide range
of currencies, as well as market news and research. 

F i n a n c i a l  P e r f o r m a n c e

Scotia Capital earned $686 million in 2001, an increase of
6% from the prior year. Total revenue rose by a substantial
17%, with increases in almost all businesses. However,
ROE was lower than normal at 12.5%, due to weak results
in the U.S.

Global Trading had another record year, with
revenue up 45% and an increase in net income of more
than 90%. The Capital Markets Group, which includes
derivatives and fixed income, led the way, with earnings
more than double those of last year. Foreign exchange also
had a record year. This growth in business volumes also
resulted in a 25% increase in average assets.

In Canada, a record level of underwriting revenues
was earned. However, a more selective approach to lending
led to somewhat lower average loan balances and interest
revenue, notwithstanding an increase in lending spreads.
Credit losses also rose modestly.

In the United States, earnings were about a third of
those reported last year, following the rise in impaired
loans and substantially higher loan loss provisions in 2001.
As well, a greater focus on returns and credit quality
resulted in lower asset levels.

O u t l o o k

The slowdown in the North American economy,
particularly in the U.S., is expected to continue well into
2002. On the positive side, several initiatives are under way
to proactively manage our credit risk, use our capital more
efficiently and grow our business. 

Scotia Capital 2001 2000 1999

Financial performance ($ millions)

Net interest income $ 1,598 $ 1,385 $ 1,200
Other income 1,196 1,001 974
Provision for credit losses (754) (412) (136)
Non-interest expenses (984) (909) (796)
Income taxes (370) (415) (497)

Net income $ 686 $ 650 $ 745

Return on equity (%) 12.5 13.6 –
Average earning assets ($ billions) 115 101 97
Productivity ratio (%) 35.2 38.1 36.6

Vital statistics

Staffing 1,488 1,526 1,577
Number of calls 11,440 11,810 12,910

S c o t i a b a n k  2 7
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Risk Management Overview

R i s k  M a n a g e m e n t  O b j e c t i v e s  

Scotiabank’s objective is to manage the risks in its businesses
to create and protect shareholder value. Through its
various businesses, the Bank is exposed to four major
types of risk – credit, market, liquidity and operational risk.

R i s k  M a n a g e m e n t  A p p r o a c h  

The Bank’s risk management approach reflects seven key
principles:
• Board approval of risk strategies, policies and limits 

• Extensive diversification of risk in the Bank’s portfolios

• Established risk rating indicators for individual
customers and lines of credit

• Continuous review of risk profiles of individual
customers and portfolios 

• Independent review, analysis and valuation of all risk-
taking activities 

• Achieving a balance between risk and return, including
the allocation of capital to business lines and portfolios,
in line with risk profiles

• Comprehensive internal audit review of individual risks
and portfolios, with independent reporting by the Internal
Audit function to the Audit Committee of the Board. 

The Bank’s risk management processes are structured
to facilitate identification and measurement of the risks in
its various business activities and to formulate risk
management strategies, policies and procedures. Risks are
maintained within the limits established by the Board of
Directors and implemented by the senior risk management
committees described below. 

Credit Risk
Credit risk is the potential for loss when a customer fails 
to meet its obligations to repay the Bank. Credit risk 
arises in the Bank’s direct lending operations. It also occurs
in the Bank’s funding, investment and trading portfolios,
where counterparties have repayment or other obligations
to the Bank. 

C r e d i t  P r o c e s s e s

Credit risk is managed through policies and standards
established by the Board of Directors. These policies and
standards are reviewed by the Board at least once a year.
In addition, the Board routinely reviews the quality of the
major portfolios, sets all major credit limits and reviews all
the larger credits. 

The Loan Policy Committee reviews the policies,
standards and limits under which credit risk is controlled,
and proposes to the Board any changes that may be
required from time to time. This committee also performs
detailed risk reviews of individual portfolios. 

Credit adjudication for corporate and commercial
credits is highly centralized. Each credit proposal is based
on an analysis of the creditworthiness of the individual
customer. Before adjudication, each proposal is submitted
to a credit unit independent of the business line for
analysis and recommendation. All major credit decisions
are referred for adjudication to one of four senior credit
committees. The larger credits are referred to the Loan
Policy Committee and, in certain cases, to the Board of
Directors. Each credit decision is taken in a manner to
ensure ongoing compliance with the credit policies and
limits of the Bank.

R i s k  M a n a g e m e n t

B o a r d  o f  D i r e c t o r s  
Reviews and approves risk management strategies, policies, standards and key limits

S e n i o r  M a n a g e m e n t  C o m m i t t e e s

Loan Policy Committee: reviews key risk exposures
and risk policies, and adjudicates risk issues referred by
the Senior Credit and Market Risk committees.

Liability Committee: provides strategic direction in the
management of global interest rate risk, foreign exchange
risk, liquidity risk, and trading and investment portfolio
decisions.

Senior Credit Committees : 
adjudicate non-retail credits within
prescribed limits, and establish the
operating rules and guidelines for the
implementation of credit policies.
Separate committees cover commer-
cial, international, corporate and
investment banking counterparties.

Market Risk Management and

Policy Committee: oversees and
establishes standards for market and
liquidity risk management processes
within the Bank, including the review
and approval of new products, limits,
practices and policies for the Bank’s
principal trading and treasury activities.

Scotia Capital Trading Risk

Committee: on an ongoing basis,
assesses and monitors overall market
risks, risk control mechanisms, credit
risk and compliance issues as they
relate to trading businesses.
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Decisions on retail credits and on the smallest
commercial loans are made through the use of
sophisticated scoring models. Branches and customer
service centres use these scoring models to reach their
decision. These models are subject to thorough ongoing
review to ensure the continuing validity of their
parameters. Any proposed changes to these models or
their parameters require analysis and recommendation
from a credit unit independent of the business line and
approval by the appropriate senior credit committee. 

The Bank uses advanced modeling techniques to
evaluate risks within the various portfolios, and potential
co-variances of risk across portfolios. These analytical
techniques use independent data sources that provide
information on corporations, industries and countries, to
assist in the evaluation of broad risks within the Bank’s
credit portfolios. These analytical techniques also assist in
determining whether changes need to be made to the
credit policies or limits.

Corporate and commercial credits, once authorized,
are monitored by business line and credit department
personnel for signs of deterioration in a counterparty’s
financial condition which could affect the counterparty’s
ability to meet its obligations to the Bank. In addition, a full
review and risk analysis of each client relationship is
undertaken at least annually. These reviews consider the
overall credit exposure, including swaps, letters of credit
and other off-balance sheet instruments. Additional
reviews are carried out more frequently in the case of
higher risk credits.

R i s k  D i v e r s i f i c a t i o n

The Bank’s credit policies and limits are structured to
ensure broad diversification across various types of credit
risk. Limits are set for exposures to individual borrowers,
to particular industries and to specific countries, as well as
for particular types of lending. Limits are set on overall
exposures by risk rating category within each business line. 

The Bank conducts regular reviews of each of the
segments within the various types of lending, industries
and countries to ensure emerging difficulties are identified
and corrective action is taken. 

Retail portfolios are reviewed on a monthly basis for
emerging trends in credit quality. The creditworthiness of
individual retail borrowers is assessed through the use 
of scoring models and internal analysis of predictive
characteristics. These processes assist in determining
whether the borrower’s line of credit should be adjusted.

The Bank conducts ongoing reviews of the corporate
and commercial loan portfolios to identify vulnerable
industry sectors. The exposures by industry category are
set out in Table 16 on page 37.

One industry sector that experienced some stress
during fiscal 2001 was telecommunications and cable. The
Bank’s exposure to this sector totalled $4.9 billion at
October 31, 2001, of which $1.8 was to investment-grade
customers. A further $1.4 billion of the loans was extended
to cable operators with stable cash flows. The remaining
exposure to unregulated telephone, wireless and other
companies was $1.7 billion. Net impaired loans in this
portfolio were minimal at $93 million at year end. 

As well, the events of Sept. 11, 2001 negatively
affected the insurance, airline, hotel and leisure industry
sectors. Our total exposure to these sectors was only 2.3%
of total loans and acceptances. Our portfolio is comprised
mainly of larger companies that have good cash flows and
access to financial markets, thereby enabling them to
withstand the current economic downturn. As a result, we
do not anticipate a material loss from our exposure to
these sectors.

Regular reviews of the Bank’s exposures to individual
countries are also conducted to identify areas of weakness.

During the year, considerable attention has been
focused on Argentina, which has been suffering from the
effects of a recession that began in 1998. As well,
Argentina’s financial markets have experienced periods of
significant volatility, with interest rates rising to
exceptionally high levels. Late in the year, the government
of Argentina announced a voluntary debt exchange
program in order to ease the burden on its cash flows. The
exchange program is intended to complement
comprehensive policy measures, which are collectively
designed to reduce interest rates, restore credit-
worthiness and lay the foundation for economic growth.
However, there is considerable uncertainty surrounding
these events, including the possibility of loss for the Bank,
and we are monitoring the situation closely.

Regular reports are made to the Board of Directors
with the results of these industry and country reviews.
Recommendations are made to curtail activities in sectors
where problems are emerging, and increase limits in those
areas where the risk and reward profile indicates
opportunities for further profitable business.  

Well diversified in Canada, 
and internationally…
loans & acceptances, 
excl reverse repos, 
September 2001

…and in household and
business lending
loans & acceptances, 
excl reverse repos, 
September 2001

60% Canada

14% United States 

9% Latin America 

7% Caribbean 

7% Europe/Middle East 

3% Asia 

51% Business 

33% Residential 
mortgages 

12% Personal 

4% Financial &
government 
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Market Risk
Market risk refers to the risk of loss resulting from changes
in interest rates, foreign exchange rates, market prices and
volatilities that arise from the Bank’s funding, investment
and trading activities. 

Interest rate risk arises where there is a mismatch
between positions that are subject to interest rate
adjustment within a specified period. Interest rate risk also
includes changes in credit spreads, which represent the
premium charged by the market for differences in general
or specific credit quality and liquidity. Foreign exchange
risk arises from trading activities, foreign currency
earnings and investments in foreign subsidiaries. Market
risk also arises when the Bank is exposed to changes in
prices for assets such as precious and base metals, fixed
income securities and equities.

Market risk is managed through policies and
standards established by the Board of Directors, and are
formally reviewed at least once a year. The Board approves
key risk limits and regularly reviews the risks and
performance of the various lines of business. 

Within the policy and limit framework established by
the Board, the Liability Committee (LCO) and the Market
Risk Management and Policy Committee (MRMPC)
provide senior management oversight of the various
activities that expose the Bank to market risk. The LCO is
primarily focused on asset liability management, which
covers funding and investment activities. The MRMPC is
responsible for the approval of new products, limits and
practices for trading, funding and investment activities. All
market risk limits are reviewed at least annually. 

R i s k  M e a s u r e m e n t

Since no single risk statistic can reflect all aspects of
market risk, the Bank uses a variety of techniques to
identify, measure and control the market risks it assumes
in its various activities. The key market risk measurement
techniques are summarized below. 

Value at Risk

Value at Risk (VAR) is an estimation of the potential for
loss of value that could result from holding a position for a
specified period of time within a given level of statistical

confidence. For trading books, VAR is calculated daily at a
99% confidence level, for one and 10-day holding periods,
using historical simulations based on 300 days of market
data. VAR is also used to evaluate risks arising in certain
funding and investment portfolios. The Bank conducts
formal analysis on an ongoing basis to ensure the accuracy
and quality of the VAR. 

Stress testing

VAR measures potential losses in normally active markets.
Stress testing examines the impact that abnormally large
swings in market factors, and periods of prolonged
inactivity, might have on trading portfolios. The stress
testing program is designed to identify key risks and ensure
that the Bank’s capital can easily absorb potential losses
from stress events. The Bank subjects its trading portfolios
to more than 200 stress scenarios on a monthly basis. 
A selected set of stress tests is performed daily. From time
to time, the Bank also uses stress testing scenarios to
evaluate the integrity of its investment portfolio, using
stress tests based on specific market events.

Sensitivity analysis and simulation modeling

Sensitivity analysis assesses the effect of changes in
interest rates on current earnings and on the economic
value of assets and liabilities. It is applied globally to the
major currencies within the Bank’s operations. Simulation
models enable the Bank to assess interest rate risk 
under a variety of scenarios through time. The models
incorporate assumptions about growth, mix of new
business, changes in interest rates, shape of the yield
curve, embedded product options, maturities and other
factors. Simulation modeling under various scenarios is
particularly important for managing risk in the deposit,
lending and investment products the Bank offers to its
retail customers.

Gap analysis 

Gap analysis is primarily used to measure interest rate
sensitivity. A liability gap occurs when more liabilities than
assets are subject to rate changes during a given time
period. The Bank applies gap analysis in its retail and
wholesale banking operations.

F u n d i n g  a n d  I n v e s t m e n t  A c t i v i t i e s  

The Bank’s asset liability management processes focus on
measuring, managing and controlling the market risks
arising in the Bank’s funding and investment activities. 
The Liability Committee meets weekly to review risks,
capitalize on opportunities and evaluate performance.

Funding Investment Trading  

- interest rate risk - interest rate risk - interest rate risk
- foreign exchange risk - foreign exchange risk - foreign exchange risk 

- equities risk - equities risk
- commodities risk



Interest rate risk 

Interest rate risk arising from the Bank’s funding and
investment activities is controlled by global limits, which
are approved annually by the Board of Directors. These
limits are designed to control the risk to revenue and
economic value. Interest rate exposures in individual
currencies are managed by gap limits. Gap analysis,
simulation modeling, sensitivity analysis and VAR are used
to assess exposures and for planning purposes. 

During fiscal 2001, central
banks continued to reduce interest
rates in response to the deteriorat-
ing global economy. In anticipation
of the action by central banks, the
Bank took steps to increase its
liability gaps. The chart to the right
shows that the Bank’s one-year
Canadian dollar liability gap
steadily widened during the year.
The Bank also benefited from
increases in the liability gaps for
most foreign currencies and, in
particular, the U.S. dollar, which is
the largest foreign component. The
Bank’s positioning resulted in a larger margin contribution
from both the Canadian and foreign currency components.

Based on the Bank’s interest rate positions at year
end 2001, an immediate and sustained 100 basis point rise
in interest rates across all currencies and maturities, would
lower net income after tax by approximately $63 million
over the next 12 months. During fiscal 2001, this measure
has ranged between $51 million and $107 million. This
same shock would reduce the present value of the Bank’s
net assets by approximately $549 million (versus $371
million in 2000). 

Foreign currency risk

Foreign currency risk arising from the Bank’s investments
in foreign subsidiaries and foreign currency operations is
subject to a Board-approved limit. The Liability Committee
reviews and manages these exposures. 

Equities risk 

Equities risk arises from the Bank’s investing activities, 
and is controlled by limits that are approved annually by
the Board of Directors. Equity investments include
common and preferred shares, as well as a diversified
portfolio of third party managed funds. Preferred shares
are held primarily to generate attractive after-tax yields,
while other investments are held primarily for capital
appreciation.

Tr a d i n g  A c t i v i t i e s

The objective of Scotiabank’s policies, processes and
controls for trading activities is to achieve a balance
between exploiting profitable trading opportunities and
managing earnings volatility, within a framework of sound
and prudent practices. Trading activity is customer focused,
but also includes a proprietary component. The key risks
include foreign exchange risk, interest rate risk, equities
risk and commodities risk. These various risks are subject
to similar processes and controls, as described below.

In its daily evaluation of trading activities, senior
management is supported by comprehensive measurement
and control systems. Trading activity is subject to explicit
limits which are established by currency, instrument,
position and term. Portfolios are marked to market daily, and
valuations are reviewed independently on a regular basis. 

The back office and risk management units
independently review and report on all aspects of trading
activity. They provide daily reports of profit and loss, VAR,
and limit compliance to appropriate departments and
executive management for evaluation and action.
Independent risk management units are also responsible
for conducting regular reviews of models and valuations.
These units execute and analyze stress testing, sensitivity
analysis and VAR calculations, and review and participate
in new product development. 

The Board of Directors annually approves aggregate
VAR and stress testing limits for the Bank’s trading
portfolios, and reviews the results quarterly. The Market
Risk Management and Policy Committee also sets VAR
limits by business line and reviews the results monthly. 
For fiscal 2001, the aggregate 10-day VAR averaged $21.0
million, and ranged from $12.3 million to $32.6 million.
This compares to an average of $23 million for fiscal 2000.

The table below illustrates the relative importance 
of the risk factors within the Bank’s trading portfolio. 
The average all-Bank VAR was less than 63% of the 
sum of the individual risk factors, due to portfolio
diversification and the effects of correlation. During fiscal
2001, the Bank’s market risk was dominated by interest
rate risk and equities risk. 

VAR By Risk Factor 

Risk Factor Average VAR (Millions) 

Interest Rate 13.45

Equities 13.68

Foreign Exchange 3.90

Commodities 2.33

All-Bank VAR 21.00

0

4

8

12

97 98 99 00 01

Interest rate gap
$ billions, 

one-year liability gap

foreign currencies
(mainly US$)

Canadian dollars
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Although revenues grew substantially, the trading
business did not take on increased market risk. The
histogram below shows the distribution of daily net trading
revenue for fiscal 2001. The average daily trading-related
revenue was $2.8 million, a significant increase from the
$1.9 million average for fiscal 2000. This growth was due to
successful positioning during a year of increased market
volatility, as well as the Bank’s success in offering
structured financing and hedging solutions to corporate
clients. These structured transactions can be large, and
may involve combinations of cash and derivative products.
The Bank’s residual market risk in these deals is usually
minimal, and returns are earned by providing structuring
expertise and by taking credit risk. Rigorous controls
ensure that such deals receive close scrutiny to identify
and address credit, market, legal, tax or other risks. The
various risk management committees are involved in the
review and approval of such deals. 

As a result of the unprecedented events in the United
States on Sept. 11, 2001, trading in major markets was
suspended for periods ranging between one and several
days. In addition, the Bank’s New York premises were
rendered inaccessible. As markets reopened, the Bank’s
trading activity was kept to a minimum and focused on risk
reduction. The Bank maintained its risk measurement and
monitoring capabilities during the period and ensured that
key risk positions were identified and reported. Broad
diversification of risks in the trading book has meant that
the Bank’s trading profitability was not significantly
affected by these events.

D e r i v a t i v e  P r o d u c t s  

The Bank uses derivatives to manage market risks arising
from its funding and investment activities, and to lower its
cost of capital. The Bank uses several types of derivative
products to hedge interest rate risk exposure. Forwards,
swaps and options are also used to manage foreign exchange
risk. As a dealer, the Bank markets derivatives to its
customers and engages in position taking for its own account.

The Bank trades in a wide variety of instruments, such
as interest rate swaps and options and currency swaps,
equity and credit derivatives, and more complex structured
products. Derivative transactions are subject to the same
control, reporting and analytical processes which are
applied to the Bank’s trading activities. Additional controls
and analytical techniques are also applied to address
certain market-related risks unique to derivative products. 

To control credit risk, the Bank applies limits to each
counterparty, measures exposure as the current fair 
value plus potential future exposure, and applies credit
mitigation techniques, such as netting and collateralization.
The Bank’s derivatives portfolio is composed primarily of
short-term instruments with high-quality counterparties.
More than 90% of the credit risk amount arising from the
Bank’s derivative transactions is with investment grade
counterparties, up slightly from last year.

During the past year, the Bank has expanded the
scope of its credit derivatives activities. Credit derivatives
may be linked to the value of an underlying credit
instrument, such as a bond or loan, or structured to pay out
only upon specified credit events, such as a default. In its
capacity as a dealer, the Bank markets credit derivatives,
along with cash products, such as bonds and loans. The
Bank may use credit derivatives to take or reduce credit risk
in the management of its lending and investment portfolios.
The risk issues of credit derivatives, such as valuation, risk
measurement and model risk, are similar to those of other
derivatives, and are subject to all of the same controls. 

Liquidity Risk
Liquidity risk arises from mismatches in cash flows. The
objective of the liquidity management process is to ensure
that the Bank is in a position to honour all of its financial
commitments as they come due. To fulfil this objective, the
Bank measures and forecasts its cash commitments, applies
controls to its cash flow gaps, maintains diversified sources
of funding, sets prudent limits and ensures immediate
access to liquid assets. Maintaining a strong credit rating
also ensures timely access to borrowing on favourable rates
and terms. The Bank uses gap analysis to measure liquidity
risk associated with its major currencies and conducts
scenario testing to evaluate its liquidity assumptions and
its ability to sustain operations under duress. 

The Board of Directors annually approves limits 
to control the Bank’s global net cumulative liability cash 
flow gap and minimum core liquid assets for key global
currencies. The Liability Committee evaluates the Bank’s
liquidity profile on a weekly basis.

Formal liquidity contingency plans are an integral
part of the Bank’s overall business resumption plans.
Despite the disruption in the Bank’s global operations
caused by the tragic events in the United States on 
Sept. 11, 2001, the Bank continued to meet its liquidity
commitments on a timely basis. 
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Table 11 Interest rate gap

Non-interest
Interest rate sensitivity position(1) Within 3 to 12 Over rate 
As at October 31, 2001 ($ billions) 3 months months 1 year sensitive Total

Canadian dollars

Assets $ 75.0 $ 14.9 $ 41.7 $ 5.6 $ 137.2

Liabilities 68.5 23.2 23.9 21.6 137.2

Gap 6.5 (8.3) 17.8 (16.0)
Cumulative gap 6.5 (1.8) 16.0 –

Foreign currencies

Assets 106.9 10.4 19.0 10.9 147.2

Liabilities 126.8 3.4 3.5 13.5 147.2

Gap (19.9) 7.0 15.5 (2.6)
Cumulative gap (19.9) (12.9) 2.6 –

Total 

Gap $ (13.4) $ (1.3) $ 33.3 $ (18.6)
Cumulative gap (13.4) (14.7) 18.6 –
As at October 31, 2000:

Gap $ (1.7) $ (4.0) $ 24.1 $ (18.4)
Cumulative gap (1.7) (5.7) 18.4 –

(1) The above figures reflect the inclusion of off-balance sheet instruments, as well as an estimate of prepayments on consumer and 

mortgage loans. The off-balance sheet gap is included in liabilities.

Table 12 Liquidity

For the fiscal years ($ millions) 2001 2000 1999 1998 1997

Canadian dollar liquid assets

Cash and deposits with Bank of Canada $ 1,062 $ 648 $ 642 $ 680 $ 404
Deposits with other banks 1,124 1,131 1,327 1,399 2,769
Securities 25,284 22,129 16,571 15,109 14,417
Call and short loans – – – – 25

27,470 23,908 18,540 17,188 17,615

Foreign currency liquid assets

Cash and deposits with Bank of Canada 2,147 1,598 1,302 1,680 654
Deposits with other banks 15,827 15,368 13,844 19,141 14,347
Securities 17,702 12,058 10,229 7,531 7,200
Call and short loans 291 – – 86 –

35,967 29,024 25,375 28,438 22,201

Total liquid assets

Cash and deposits with Bank of Canada 3,209 2,246 1,944 2,360 1,058
Deposits with other banks 16,951 16,499 15,171 20,540 17,116
Securities 42,986 34,187 26,800 22,640 21,617
Call and short loans 291 – – 86 25

$63,437 $ 52,932 $ 43,915 $ 45,626 $ 39,816

Liquid assets as a % of total assets 22.3% 20.9% 19.7% 19.5% 20.4%
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F u n d i n g

Scotiabank relies on a broad range of funding sources and
applies prudent limits to avoid undue concentration. The
principal sources of funding are capital, core deposits 
from retail and commercial clients, and wholesale 
deposits raised in the interbank and commercial markets.
Scotiabank’s extensive domestic and international branch
network provides a strong foundation for diversifying its
funding and raising the level of core deposits. 

Despite the steepening of the yield curve and steady
drop in interest rates during fiscal 2001, the Bank
continued to attract both retail and institutional deposits.
This increase in the supply of funds can largely be
attributed to a migration of funds from equity markets. 

Funding is further enhanced by asset securitization
and note issuance programs. During 2001, the Bank
securitized $1.0 billion in personal lines of credit, issued
$2.5 billion in euro medium-term notes and $765 million of
mid-term notes in the domestic
market. The Bank also sold $600
million of NHA mortgage-backed
securities to Canada Housing Trust
as a participant in the Canada
Mortgage Bond program.

The Bank benefits consider-
ably from its substantial core
funds, which now represent half 
of total funding. In 2001, core
funds continued to grow, reaching 
$134 billion as at October 31, 2001
(2000 – $118 billion). 

L i q u i d  A s s e t s

The Bank maintains large holdings of liquid assets which
can be used to sustain operations in the event of
unexpected disruptions. As at October 31, 2001, liquid
assets were $63 billion (2000 – $52.9 billion), equal to 22%
of total assets, slightly above last year’s levels. These assets
consisted of securities, 68% (2000 – 65%), and cash and
deposits, 32% (2000 – 35%). 

The Bank pledges a portion of its liquid assets to
support its participation in certain markets and activities.
As at October 31, 2001, total assets pledged were 
$42.9 billion (2000 – $31.1 billion). Most of this amount
was associated with the Bank’s securities repurchase and
borrowing activities. 

Operational Risk
Operational risk is the risk of loss resulting from 
inadequate or failed internal processes, human behaviour
and systems, or from external events. Operational risk
losses can be categorized into the following loss types:

• Errors or breakdowns in transaction processing including
compensation paid to customers, and disbursements
made to incorrect parties and not recovered;

• Legal liability arising from failure to meet legislative 
or contractual requirements, including employment
standards and health or safety laws;

• Fines and penalties incurred as a result of failure to
comply with regulations or legislation;

• Losses due to fraud, theft and unauthorized activities; and

• Loss or damage to assets due to natural disasters, acts
of terrorism or war, or other accidents.

The Bank has established groupwide standards for
risk analysis and control including risk management
policies, a rigorous planning process, regular organizational
review, thorough enforcement of the Bank’s Guidelines for
Business Conduct, and clearly defined and documented
approval authorities.

Operational risk is managed and controlled within the
individual business lines, and a wide variety of checks and
balances to address operational risks have been developed
as an important part of our risk management culture.
Examples of safeguards developed to minimize the
potential for material adverse impact on the Bank include:
• Continuous identification, assessment, measurement

and management of operational risks faced by the Bank;

• Trained and competent staff, including a knowledgeable
and experienced management team committed to risk
management; 

• Segregation of duties and delegation of authority; and

• A comprehensive business recovery planning process,
including business resumption plans for all key
operations areas, and extensive on- and off-site backup
facilities to ensure the availability of service delivery.

As well, regular audits by an experienced independent
internal audit department include comprehensive reviews of
the design and operation of internal control systems in all
business and support groups, new products and systems, and
the reliability and integrity of data processing operations.

Recognizing the need for a co-ordinated, groupwide
approach to implement new methodologies and manage
advances in the area of operational risk, the Bank has
created a new unit with global responsibility for operational
risk management. Working closely with business lines and
specialist groups, this unit has been proactive in developing
and implementing new methods to identify, measure, assess
and manage operational risk. Initiatives include defining a
framework to identify risk and building a centralized
database of operational losses for risk quantification. 
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* Certain comparative amounts in this report have been reclassified to conform with current year presentation.

Table 13 Geographic distribution of earning assets

2001

% of
earning

As at September 30 ($ billions) Balance assets 2000 1999 1998 1997

North America

Canada $135.3 53.2% $ 133.0 $ 122.7 $ 119.2 $ 111.9
United States 43.1 17.0 44.0 38.9 38.9 28.2

178.4 70.2 177.0 161.6 158.1 140.1
Europe

United Kingdom 10.4 4.1 9.2 8.1 8.8 6.5
France 1.5 0.6 1.9 1.7 2.4 2.2
Germany 3.5 1.4 3.3 2.4 2.3 1.6
Other 8.0 3.2 5.9 6.4 7.6 5.5

23.4 9.3 20.3 18.6 21.1 15.8
Asia

Japan 1.4 0.5 1.3 1.3 2.6 4.6
Hong Kong 1.4 0.5 2.0 1.6 1.7 1.4
South Korea 1.5 0.6 1.4 1.4 1.2 0.9
Other 4.7 1.9 3.7 3.5 3.9 3.8

9.0 3.5 8.4 7.8 9.4 10.7
Caribbean

Jamaica 3.2 1.2 2.8 2.7 2.4 1.8
Puerto Rico 2.4 1.0 2.1 2.0 2.0 1.5
Bahamas 1.7 0.7 1.5 1.4 1.3 0.9
Trinidad & Tobago 1.7 0.7 1.5 1.3 1.2 0.8
Other 5.2 2.0 4.6 4.2 4.0 3.0

14.2 5.6 12.5 11.6 10.9 8.0
Latin America

Argentina 3.7 1.4 3.7 3.3 3.4 0.4
Chile 3.0 1.2 3.1 0.4 0.4 0.2
Mexico 19.7 7.7 1.5 1.2 1.4 1.0
Other 3.9 1.6 3.3 2.8 2.9 1.4

30.3 11.9 11.6 7.7 8.1 3.0

Middle East and Africa 0.4 0.1 0.4 0.6 0.6 0.2

General provision(1) (1.5) (0.6) (1.3) (1.3) (0.6) (0.5)

Total $254.2 100.0% $ 228.9 $ 206.6 $ 207.6 $ 177.3

(1) As at October 31.

S u p p l e m e n t a r y  D a t a *

C r e d i t  R i s k



3 6 S c o t i a b a n k

Table 14 Cross-border exposure to select geographic areas (1)

Investment in
Interbank Government subsidiaries 2001 2000

As at October 31 ($ millions) Loans deposits Trade securities and affiliates Other Total Total

Asia

Thailand $ 110 $ – $ 14 $ – $ – $ 20 $ 144 $ 108
Indonesia 128 – – – – – 128 182
Malaysia 650 18 20 219 121 3 1,031 715
The Philippines 123 – – 190 – – 313 313

1,011 18 34 409 121 23 1,616 1,318
South Korea 656 – 455 441 – 2 1,554 1,425
Hong Kong 478 – 70 16 – 4 568 872
Other(2) 274 8 107 – – 23 412 344

2,419 26 666 866 121 52 4,150 3,959

Latin America

Mexico 497 – 235 1,012 329(3) 9 2,082 1,460
Brazil 66 – 555 519 – – 1,140 1,070
Argentina(4) 346 31 168 143 326(3) – 1,014 905
Venezuela 11 – – 208 130 1 350 363
Chile 209 238 27 – 202(3) 12 688 445
Other(5) 996 50 123 125 170 – 1,464 983

2,125 319 1,108 2,007 1,157 22 6,738 5,226

Central and Eastern Europe – – 1 5 – – 6 8

Total $ 4,544 $ 345 $ 1,775 $ 2,878 $ 1,278 $ 74 $10,894 $ 9,193

(1) Cross-border exposure represents a claim, denominated in a currency other than the local one, against a borrower in a foreign 

country on the basis of ultimate risk.

(2) Includes China, Singapore, and Taiwan.

(3) Excludes goodwill.

(4) After deducting the reserves of $100 million, established in 2001, total Argentine exposure would be $914 million as at October 31, 2001.

(5) Includes Colombia, Costa Rica, El Salvador, Panama, Peru and Uruguay.

Table 15 Loans and acceptances by geography

Excludes reverse repos Percentage mix

As at September 30 ($ billions) 2001 2000 1999 1998 1997 2001 1997

Canada

Atlantic provinces $ 9.3 $ 9.2 $ 9.1 $ 9.0 $ 8.4 5.9% 6.8%
Quebec 6.9 8.1 7.5 7.6 7.2 4.4 5.8
Ontario 51.5 50.7 48.3 48.1 46.6 32.8 38.0
Manitoba and Saskatchewan 4.8 4.4 4.2 4.1 3.9 3.0 3.2
Alberta 11.1 11.0 10.0 9.9 8.7 7.0 7.1
British Columbia 12.2 12.4 12.1 12.2 11.2 7.8 9.1

95.8 95.8 91.2 90.9 86.0 60.9 70.0
International

United States 21.5 23.5 22.0 25.5 18.0 13.7 14.7
Europe 10.3 9.3 7.9 9.1 6.7 6.6 5.4
Caribbean 10.6 9.4 8.7 8.4 6.3 6.7 5.2
Asia 5.2 5.8 5.7 5.9 5.3 3.3 4.3
Latin America 15.0 7.6 4.4 4.7 0.9 9.5 0.7
Middle East and Africa 0.3 0.3 0.4 0.4 0.1 0.2 0.1

62.9 55.9 49.1 54.0 37.3 40.0 30.4

General provision(1) (1.5) (1.3) (1.3) (0.6) (0.5) (0.9) (0.4)

Total loans and acceptances $157.2 $ 150.4 $ 139.0 $ 144.3 $ 122.8 100.0% 100.0%

(1) As at October 31.
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Table 16 Loans and acceptances by type of borrower

Excludes reverse repos 2001

As at September 30 ($ billions) Balance % of total 2000 1999 1998

Loans to households

Residential mortgages $ 52.5 33.4% $ 49.8 $ 47.6 $ 45.2
Personal loans 19.7 12.5 17.7 16.5 19.7

72.2 45.9 67.5 64.1 64.9
Loans to businesses and governments

Resource and manufacturing, excluding automotive
Oil and gas 3.5 2.2 4.3 3.3 3.7
Food and beverage 3.4 2.1 3.0 2.5 2.8
Electrical and other machinery 3.2 2.0 2.9 2.7 2.5
Chemicals 2.7 1.7 2.0 1.8 2.0
Forest products 2.5 1.6 2.1 2.2 2.4
Agriculture 2.3 1.5 2.2 2.0 1.8
Primary metals 2.2 1.4 2.1 2.0 2.0
Mining 1.7 1.1 1.5 1.8 1.6
Other 4.9 3.2 5.4 4.4 4.7

26.4 16.8 25.5 22.7 23.5
Wholesale and retail distribution, excluding automotive 6.4 4.1 6.8 6.7 6.7
Automotive manufacturing and distribution 5.6 3.6 6.0 5.8 6.0
Telecommunications and cable 4.9 3.1 4.1 2.4 3.1
Transportation 4.8 3.0 5.3 4.6 4.7
Banks and other financial services 4.4 2.8 4.7 4.4 5.1
Utilities 3.9 2.5 2.6 2.3 2.7
Construction 3.6 2.3 3.1 2.8 2.4
Real estate 3.5 2.2 4.5 4.1 4.3
Media 3.4 2.1 3.6 2.9 3.2
Hotels 3.1 2.0 2.7 2.5 2.3
Government 1.8 1.1 0.9 0.9 1.0
Holding companies 1.7 1.1 2.2 2.6 3.7
Commercial mortgages 1.4 0.9 1.7 1.6 1.8
Health services 1.4 0.9 1.6 1.9 2.3
Other services 10.2 6.5 8.9 8.0 7.2

86.5 55.0 84.2 76.2 80.0

General provision(1) (1.5) (0.9) (1.3) (1.3) (0.6)

Total loans and acceptances $ 157.2 100.0% $ 150.4 $ 139.0 $ 144.3

(1) As at October 31.

Table 17 Off-balance sheet credit instruments

As at October 31 ($ billions) 2001 2000 1999 1998 1997

Guarantees and letters of credit $ 12.5 $ 12.0 $ 11.5 $ 11.5 $ 10.1
Commitments to extend credit 132.6 127.7 115.0 101.5 88.9
Securities lending and purchase commitments 3.9 5.5 3.0 3.1 4.6

Total $ 149.0 $ 145.2 $ 129.5 $ 116.1 $ 103.6



3 8 S c o t i a b a n k

Table 19 Specific provisions for credit losses by business line

For the fiscal years ($ millions) 2001 2000 1999 1998 1997

Domestic

Retail $ 140 $ 140 $ 150 $ 216 $ 172
Commercial 106 28 84 80 60

246 168 234 296 232

International

Latin America 162 99 73 26 –
Caribbean 62 61 33 29 37
Asia 25 16 – 97 134
Europe 1 9 9 3 3

250 185 115 155 174

Scotia Capital

Canada 38 33 (87) 2 (22)
United States and other 716 379 223 42 (24) 

754 412 136 44 (46)

Total $ 1,250 $ 765 $ 485 $ 495 $ 360

Table 18 Changes in net impaired loans(1)

As at October 31 ($ millions) 2001 2000 1999 1998 1997

Gross impaired loans

Balance at beginning of year $ 2,741 $ 2,380 $ 2,291 $ 2,137 $ 2,021
Newly acquired subsidiaries – balance at date of acquisition 906 121 – 237 280
Net additions 1,820 965 809 368 311
Writeoffs (1,165) (781) (658) (552) (519)
Foreign exchange and other 137 56 (62) 101 44

Balance at end of year 4,439 2,741 2,380 2,291 2,137

Allowance for credit losses(2)

Balance at beginning of year 2,802 2,536 1,870 1,544 1,278
Newly acquired subsidiaries – balance at date of acquisition 919 153 – 160 138
Provision for credit losses charged to:

Income 1,425 765 635 595 535
Retained earnings – – 550(3) – –

Writeoffs (1,165) (781) (658) (552) (519)
Recoveries 123 113 138 57 70
Foreign exchange and other 76 16 1 66 42

Balance at end of year 4,180 2,802 2,536 1,870 1,544

Net impaired loans

Balance at beginning of year (61) (156) 421 593 743
Net change in gross impaired loans 1,698 361 89 154 116
Net change in allowance for credit losses (1,378) (266) (666) (326) (266)

Balance at end of year $ 259 $ (61) $ (156) $ 421 $ 593

(1) Excludes net impaired loans pertaining to designated emerging markets.

(2) Comprises specific and general provisions.

(3) Refer to footnote (1) on page 6.

Table 20 Provisions for credit losses as a percentage of average loans and acceptances

For the fiscal years (%) 2001 2000 1999 1998 1997

Canada

Residential mortgages, personal and credit cards 0.23% 0.23% 0.25% 0.37% 0.35%
Business 0.34 0.15 (0.01) 0.22 0.12
U.S. and Other International 1.22 0.87 0.57 0.40 0.37

Weighted subtotal – specific provisions 0.68 0.46 0.31 0.34 0.30

General provision 0.10 – 0.10(1) 0.07 0.14
Country risk provision – – – – n/a

Weighted total 0.78% 0.46% 0.41% 0.41% 0.03%

(1) Refer to footnote (1) on page 6.
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Table 22 Risk-weighted assets

As at October 31 ($ billions) 2001 2000
Conversion Weighting Risk- Risk-
factor factor Gross weighted Gross weighted

On-balance sheet

– 0 – 20% Cash resources $ 20.2 $ 3.0 $ 18.8 $ 3.3
– 0 – 100% Securities(1) 53.3 11.3 41.4 7.4
– 0 – 50% Residential mortgages 52.3 13.7 50.0 13.0
– 0 – 100% Loans and acceptances 132.5 99.8 125.7 95.8
– 0 – 100% Other assets 26.1 6.1 17.3 5.5

Total on-balance sheet 284.4 133.9 253.2 125.0
Off-balance sheet

Indirect credit instruments:

0% – One year and under credit commitments 92.2 – 84.6 –
20% 0 – 100% Short-term trade letters of credit 0.8 0.1 0.8 0.1
50% 0 – 100% Longer-term credit commitments 40.4 17.7 43.1 19.2
50% 0 – 100% Non-financial guarantees, standby letters of 

credit, NIFs and RUFs 4.8 2.4 4.4 2.2
100% 0 – 100% Financial guarantees, standby letters of credit, 

securities lending and purchase commitments 10.8 4.5 12.3 4.2

149.0 24.7 145.2 25.7
Interest rate instruments:

0 – 1.5% 0 – 50% Futures and forward rate agreements 192.7 0.1 221.3 0.1
0 – 1.5% 0 – 50% Interest rate swaps 514.1 3.3 451.8 1.3
0 – 1.5% 0 – 50% Interest rate options 108.2 0.2 145.0 0.1

815.0 3.6 818.1 1.5
Foreign exchange instruments:

1 – 7.5% 0 – 50% Futures and foreign exchange contracts 204.2 1.5 160.2 1.3
1 – 7.5% 0 – 50% Currency swaps 50.2 0.9 42.0 0.6
1 – 7.5% 0 – 50% Currency options 9.2 0.1 11.7 0.1

263.6 2.5 213.9 2.0

6 – 15% 0 – 50% Other derivative instruments 26.4 0.9 25.8 0.8

Total off-balance sheet 1,254.0 31.7 1,203.0 30.0

Total gross and risk-weighted assets 1,538.4 165.6 1,456.2 155.0

Impact of master netting – (2.8) – (1.2)

Market risk – risk assets equivalent(1) – 2.0 – 2.3

Total $1,538.4 $ 164.8 $ 1,456.2 $ 156.1

(1) Includes assets which are subject to market risk. The risk weighting of these assets is included in “Market risk – risk assets equivalent.” 

Table 21 Capital funding activity

Issues Maturities/Redemptions/Repurchases

None
Subordinated debentures

November 30, 2000: $25,000,000 5.75% debentures due 
May 12, 2014

March 1, 2001: $3,751,000 11.40% debentures due 
March 1, 2001

March 26, 2001: $34,826,000 10.75% debentures due 
March 26, 2001

July 19, 2001: $42,898,000 10.35% debentures due 
July 19, 2001

Preferred shares

April 26, 2001: $71,000 Series 10 non-cumulative preferred
shares

C a p i t a l
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Table 23 Components of net income as a percentage of average total assets(1)

taxable equivalent basis

For the fiscal years (%) 2001 2000 1999(2) 1998 1997

Net interest income 2.37% 2.26% 2.11% 2.11% 2.13%
Provision for credit losses (0.53) (0.32) (0.28) (0.28) (0.02)
Other income 1.50 1.54 1.39 1.33 1.50

Net interest and other income 3.34 3.48 3.22 3.16 3.61
Non-interest expenses (2.08) (2.16) (2.08) (2.08) (2.11)
Restructuring provision and goodwill writeoff – 0.01 0.01 – (0.15)

Net income before the undernoted: 1.26 1.33 1.15 1.08 1.35
Provision for income taxes and non-controlling interest (0.46) (0.52) (0.47) (0.43) (0.50)

Net income 0.80% 0.81% 0.68% 0.65% 0.85%

Average total assets ($ billions) $271.8 $ 238.7 $ 229.0 $ 214.0 $ 179.2

(1) Income from tax-exempt securities has been expressed on an equivalent before-tax basis. The provision for income taxes has been adjusted

by a corresponding amount: 2001 – $230 million; 2000 – $194 million; 1999 – $163 million; 1998 – $129 million; 1997 – $103 million.

(2) Refer to footnote (1) on page 6.

O t h e r  I n f o r m a t i o n

Table 24 General provision and unrealized gains (losses) on investment securities

For the fiscal years ($ millions) 2001 2000 1999 1998 1997

General provision $1,475 $ 1,300 $ 1,300 $ 600 $ 500

Investment securities

Common and preferred shares $ 35 $ 466 $ 244 $ 50 $ 225
Bonds of designated emerging markets 173 283 201 139 372
Other fixed income 329 114 (145) (108) 220

$ 537 $ 863 $ 300 $ 81 $ 817

Table 25 Assets under administration and management

As at September 30 ($ billions) 2001 2000 1999 1998 1997

Assets under administration

Personal
Retail brokerage $ 41.7 $ 46.5 $ 36.0 $ 30.3 $ 29.9
Investment management and trust 47.3 47.3 46.9 38.8 36.3

89.0 93.8 82.9 69.1 66.2

Mutual funds 11.3 10.5 8.8 8.0 7.9
Institutional 41.5 50.6 49.7 40.3 38.3

Total $ 141.8 $ 154.9 $ 141.4 $ 117.4 $ 112.4

Assets under management

Personal $ 8.2 $ 8.7 $ 7.5 $ 6.8 $ 7.1
Mutual funds 9.2 8.1 7.1 4.7 5.0
Institutional 1.7 2.0 1.6 2.0 2.0

Total $ 19.1 $ 18.8 $ 16.2 $ 13.5 $  14.1

Table 26 Fees paid to the shareholders’ auditors

For the fiscal years ($ millions) 2001 2000 1999(1)

Audit (and related services) $ 8.4 $ 7.2 $ 6.6
Non-audit 4.5 3.7 4.4

Total $ 12.9 $ 10.9 $ 11.0
(1) Restated to exclude fees which were paid by the Bank acting as agent.
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Table 27 Selected quarterly information

2001 2000

As at and for the three months ended Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

Operating results ($ millions)

Net interest and other income 2,658 2,681 2,549 2,383 2,258 2,375 2,251 1,980
Provision for credit losses 350 325 350 400 226 227 177 135
Non-interest expenses 1,490 1,518 1,394 1,260 1,291 1,310 1,332 1,186
Income taxes 212 243 232 189 223 272 263 232
Net income 566 554 539 510 497 548 465 416
Preferred dividends 27 27 27 27 27 27 27 27
Net income available to common 

shareholders 539 527 512 483 470 521 438 389

Operating measures (%)

Return on equity 17.0 17.3 17.9 17.0 17.0 19.8 17.7 15.9
Productivity ratio 54.6 55.4 53.7 51.7 55.9 54.0 58.0 58.6
Net interest margin (TEB)(1) 2.46 2.43 2.34 2.23 2.32 2.37 2.25 2.08

Balance sheet and off-balance sheet 

information ($ billions)

Cash and securities 73.4 68.7 68.8 68.3 60.1 55.9 59.1 54.8
Loans and acceptances 184.7 182.0 184.7 185.4 175.7 170.7 168.5 160.3
Total assets 284.4 271.2 274.9 272.8 253.2 243.1 244.8 232.4
Deposits 186.2 178.5 181.2 181.8 173.9 167.7 169.1 162.6
Subordinated debentures 5.3 5.3 5.3 5.3 5.4 5.3 5.4 5.3
Preferred shares 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8
Common shareholders’ equity 12.8 12.3 11.9 11.4 11.2 10.7 10.3 9.9
Assets under administration 141.8 161.1 158.9 152.1 154.9 153.0 158.1 150.6
Assets under management 19.1 18.6 18.4 18.5 18.8 18.0 17.7 17.0

Balance sheet measures (%)

Tier 1 capital ratio 9.3 9.1 9.0 8.6 8.6 8.5 8.4 8.0
Total capital ratio 13.0 12.7 12.5 12.1 12.2 12.1 12.0 11.7
Common equity to risk-adjusted assets 8.1 7.9 7.8 7.4 7.3 7.2 7.0 6.9
Net impaired loans as a % of loans 

and acceptances 0.14 0.22 0.38 0.58 (0.03) (0.10) (0.08) (0.11)
Specific provision for credit losses as a

% of average loans and acceptances 0.75 0.54 0.55 0.91 0.52 0.54 0.44 0.34

Common share information

Per share ($)
Basic earnings 1.08 1.05 1.02 0.97 0.95 1.05 0.88 0.79
Diluted earnings(2) 1.05 1.04 1.01 0.95 0.93 1.04 0.88 0.78
Dividends 0.34 0.31 0.31 0.28 0.28 0.24 0.24 0.24
Book value 25.47 24.48 23.85 22.94 22.49 21.60 20.71 19.92

Share price ($)
High 50.50 47.75 47.85 45.95 45.65 39.05 34.15 34.10
Low 42.50 37.50 37.30 37.70 36.40 33.15 26.05 26.80
Close 43.85 45.35 38.05 45.45 43.50 37.55 33.75 29.55

Shares outstanding (millions)
Average – Basic 503.0 501.2 499.8 498.4 497.0 495.8 494.8 494.3
Average – Diluted(2) 511.9 509.4 507.8 506.8 505.4 502.3 498.7 498.6
End of period 503.8 502.2 500.4 499.5 498.0 496.4 495.2 494.7

Market capitalization ($ billions) 22.1 22.8 19.0 22.7 21.7 18.6 16.7 14.6

Valuation measures

Dividend yield (%) 2.9 2.9 2.9 2.7 2.7 2.7 3.2 3.2
Dividend payout ratio (%) 31.7 29.5 30.3 28.9 29.7 22.9 27.1 30.5
Market value to book value multiple 1.7 1.9 1.6 2.0 1.9 1.7 1.6 1.5
Price to earnings multiple 10.6 11.4 9.5 11.8 11.9 10.8 10.6 9.8

(1) Tax-equivalent basis

(2) Reflects the dilutive effect of stock options under the treasury stock method.
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ALLOWANCE FOR CREDIT 
LOSSES: An allowance set aside
which, in management’s opinion,
is adequate to absorb all credit-
related losses from on- and
off-balance sheet items. It includes
specific, country risk and general
provisions. Allowance for credit
losses is deducted from the 
related asset categories on the
balance sheet.

ASSETS UNDER ADMINISTRATION
AND MANAGEMENT: Assets owned
by customers, for which the Bank
provides management and custodial
services. These assets are not
reported on the Bank’s balance
sheet.

BANKERS’ ACCEPTANCES (BAs):
Negotiable, short-term debt 
securities, guaranteed for a fee by
the issuer’s bank.

BASIS POINT: A unit of measure
defined as one-hundredth of one
per cent.

CAPITAL: Consists of common
shareholders’ equity, preferred
shareholders’ equity and subordi-
nated debentures. It can support
asset growth, provide against loan
losses and protect depositors.

COUNTRY RISK PROVISION: Funds
set aside initially in 1987-89 to
cover potential losses on exposure
to a designated group of emerging
market countries determined by
OSFI.

DERIVATIVE PRODUCTS: Financial
contracts whose value is derived
from an underlying price, interest
rate, exchange rate or price index.
Forwards, options and swaps are
all derivative instruments.

DESIGNATED EMERGING 
MARKETS (DEM): Countries against
whose loans and securities OSFI
has required banks to set aside a
country risk provision.

FOREIGN CURRENCY 
TRANSLATION GAIN/LOSS: The
unrealized gain or loss recorded
when foreign currency assets 
and liabilities are translated into
Canadian dollars at a balance
sheet date, when exchange rates
differ from those of the previous
balance sheet date.

FOREIGN EXCHANGE 
CONTRACTS: Commitments to buy
or sell a specified amount of
foreign currency on a set date and
at a predetermined rate of
exchange.

FORWARD RATE AGREEMENT
(FRA): A contract between two
parties, whereby a designated
interest rate, applied to a notional
principal amount, is locked in for a
specified period of time. The differ-
ence between the contracted rate
and prevailing market rate is paid
in cash on the settlement date.
These agreements are used to
protect against, or take advantage
of, future interest rate movements.

FUTURES: Commitments to buy 
or sell designated amounts of
commodities, securities or curren-
cies on a specified date at a
predetermined price. Futures are
traded on recognized exchanges.
Gains and losses on these contracts
are settled daily, based on closing
market prices.

GENERAL PROVISION: Established
by the Bank to recognize credit
losses which have occurred as 
at the Balance sheet date, but have
not yet been specifically identified
on an individual item-by-item
basis.

GUARANTEES AND LETTERS OF
CREDIT: Assurances given by the
Bank that it will make payments
on behalf of clients to third parties
if the clients default. The Bank has
recourse against its clients for any
such advanced funds.

HEDGING: Protecting against price,
interest rate or foreign exchange
exposures by taking positions that
are expected to react to market
conditions in an offsetting manner.

IMPAIRED LOANS: Loans on which
the Bank no longer has reasonable
assurance as to the timely collec-
tion of interest and principal, or
where a contractual payment is
past due a prescribed period.
Interest is not accrued on impaired
loans.

MARKED-TO-MARKET: The valuation
of securities and off-balance sheet
instruments, such as interest and
exchange rate contracts, held for
trading purposes, at market prices
as of the balance sheet date. The
difference between market and
book value is recorded as a gain or
loss to income.

MIDDLE OFFICE: The independent
middle office plays a key role in
risk management and measure-
ment. It reviews trading models
and valuations; develops and
performs stress tests, sensitivity
analysis and VAR calculations;
reviews profit and loss perform-
ance; and participates in new
product development.

NET INTEREST MARGIN: Net
interest income, on a taxable
equivalent basis, expressed as a
percentage of average total assets.

NOTIONAL PRINCIPAL AMOUNTS:
The contract or principal amounts
used to determine payments for
certain off-balance sheet instru-
ments, such as FRAs, interest rate
swaps and cross-currency swaps.
The amounts are termed “notional”
because they are not usually
exchanged themselves, serving
only as the basis for calculating
amounts that do change hands.

OFF-BALANCE SHEET INSTRUMENTS:
These are indirect credit commit-
ments, including undrawn
commitments to extend credit 
and derivative instruments.

OPTIONS: Contracts between buyer
and seller giving the buyer of the
option the right, but not the
obligation, to buy (call), or sell
(put) a specified commodity,
financial instrument or currency at
a set price or rate on or before a
specified future date.

OSFI: The Office of the Superinten-
dent of Financial Institutions
Canada, the regulator of Canadian
banks.

PRODUCTIVITY RATIO: Measures
the efficiency with which the Bank
incurs expenses to generate
revenue. It expresses non-interest
expenses as a percentage of the
sum of net interest income on a
taxable equivalent basis and other
income. A lower ratio indicates
improved productivity.

REPOS: Repos is short for “obliga-
tions related to assets sold under
repurchase agreements” – a short-
term transaction where the Bank
sells securities, normally government
bonds, to a client and simul-
taneously agrees to repurchase
them on a specified date and at a
specified price. It is a form of
short-term funding.

RETURN ON EQUITY (ROE): Net
income, less preferred share 
dividends, expressed as a 
percentage of average common
shareholders’ equity.

REVERSE REPOS: Short for “assets
purchased under resale agreements”
– a short-term transaction where
the Bank purchases securities,
normally government bonds, from
a client and simultaneously agrees
to resell them on a specified date
and at a specified price. It is a
form of short-term collateralized
lending.

RISK-ADJUSTED ASSETS: Calculated
using weights based on the degree
of credit risk for each class of
counterparty. Off-balance sheet
instruments are converted to
balance sheet equivalents, using
specified conversion factors, before
the appropriate risk weights are
applied.

SECURITIZATION: The process
whereby loans are sold to a
special-purpose trust, which
normally issues a series of different
classes of asset-backed securities
to investors to fund the purchase 
of loans. The Bank may provide a
certain level of recourse against
these loans. Provided the recourse
is reasonable, the loans are usually
removed from the Bank’s balance
sheet.

SWAPS: Interest rate swaps are
agreements to exchange streams
of interest payments, typically one
at a floating rate, the other at a
fixed rate, over a specified period
of time, based on notional principal
amounts. Cross-currency swaps are
agreements to exchange payments
in different currencies over pre-
determined periods of time.

TAXABLE EQUIVALENT BASIS (TEB):
The grossing up of tax-exempt
income earned on certain securities
to an equivalent before-tax basis.
This ensures uniform measurement
and comparison of net interest
income arising from both taxable
and tax-exempt sources.

TIER 1, TOTAL CAPITAL RATIOS:
These are ratios of capital to 
risk-adjusted assets, as stipulated
by OSFI, based on guidelines
developed under the auspices 
of the Bank for International
Settlements (BIS). Tier 1 capital,
the more permanent, consists
primarily of common shareholders’
equity plus non-cumulative
preferred shares, less unamortized
goodwill. Tier 2 capital is mainly
cumulative preferred shares,
subordinated debentures and 
the general provision. Together,
Tier 1 and Tier 2 capital less certain
deductions comprise Total capital.

VALUE AT RISK (VAR): VAR is an
estimate of the potential loss of
value that might result from
holding a position for a specified
period of time, with a given level
of statistical confidence.

G l o s s a r y
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Management’s Responsibility for Financial Information

The management of The Bank of Nova Scotia is responsible for
the integrity and objectivity of the financial information presented in
this Annual Report. These consolidated financial statements have
been prepared in accordance with Canadian generally accepted
accounting principles, including the accounting requirements of the
Superintendent of Financial Institutions Canada.

The consolidated financial statements, where necessary,
include amounts which are based on the best estimates and judge-
ment of management. Financial information presented elsewhere in
this Annual Report is consistent with that shown in the accompany-
ing consolidated financial statements.

Management has always recognized the importance of the Bank
maintaining and reinforcing the highest possible standards of con-
duct in all of its actions, including the preparation and dissemination
of statements fairly presenting the financial condition of the Bank. In
this regard, management has developed and maintains a system of
accounting and reporting which provides for the necessary internal
controls to ensure that transactions are properly authorized and
recorded, assets are safeguarded against unauthorized use or dispo-
sition and liabilities are recognized. The system is augmented by
written policies and procedures, the careful selection and training of
qualified staff, the establishment of organizational structures provid-
ing an appropriate and well-defined division of responsibilities, and
the communication of policies and guidelines of business conduct
throughout the Bank.

The system of internal controls is further supported by a pro-
fessional staff of internal auditors who conduct periodic audits of all
aspects of the Bank’s operations. As well, the Bank’s Chief Auditor

C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s

Shareholders’ Auditors’ Report

To the Shareholders of The Bank of Nova Scotia

We have audited the Consolidated Balance Sheets of The Bank
of Nova Scotia as at October 31, 2001 and 2000, and the Consoli-
dated Statements of Income, Changes in Shareholders’ Equity and
Cash Flows for the years then ended. These financial statements are
the responsibility of the Bank’s management. Our responsibility is to
express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with Canadian generally
accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation.

In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of the
Bank as at October 31, 2001 and 2000, and the results of its opera-
tions and its cash flows for the years then ended in accordance with
Canadian generally accepted accounting principles, including the
accounting requirements of the Superintendent of Financial
Institutions Canada.

Peter C. Godsoe
Chairman of the Board
and Chief Executive Officer

Toronto, December 5, 2001

Bruce R. Birmingham
President

Sarabjit S. Marwah
Executive Vice-President 
and Chief Financial Officer

KPMG LLP PricewaterhouseCoopers LLP
Chartered Accountants Chartered Accountants Toronto, December 5, 2001

has full and free access to, and meets periodically with, the Audit
Committee of the Board of Directors.

The Superintendent of Financial Institutions Canada examines
and enquires into the business and affairs of the Bank, to the extent
deemed necessary, to satisfy himself that the provisions of the Bank
Act, having reference to the safety of the interests of depositors,
creditors and shareholders of the Bank, are being duly observed and
that the Bank is in a sound financial condition.

The Audit Committee, composed entirely of outside directors,
reviews the consolidated financial statements with both management
and the independent auditors before such statements are approved by
the Board of Directors and submitted to the shareholders of the Bank.

The Conduct Review Committee of the Board of Directors, com-
posed entirely of outside directors, reviews and reports its findings to
the Board of Directors on all related party transactions having a
material impact on the Bank.

KPMG LLP and PricewaterhouseCoopers LLP, the independent
auditors appointed by the shareholders of the Bank, have examined
the consolidated financial statements of the Bank in accordance with
Canadian generally accepted auditing standards and have expressed
their opinion upon completion of such examination in the following
report to the shareholders. In order to provide their opinion on these
consolidated financial statements, the Shareholders’ Auditors review
the system of internal controls and conduct their work to the extent
that they consider appropriate. The Shareholders’ Auditors have full
and free access to, and meet periodically with, the Audit Committee
to discuss their audit and findings as to the integrity of the Bank’s
accounting, financial reporting and related matters.
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C o n s o l i d a t e d  B a l a n c e  S h e e t

As at October 31 ($ millions) 2001 2000

Assets
Cash resources

Cash and non-interest-bearing deposits with banks $ 1,535 $ 1,191
Interest-bearing deposits with banks 16,897 16,250
Precious metals 1,728 1,303

20,160 18,744
Securities (Note 3)

Investment 25,450 19,565
Trading 27,834 21,821

53,284 41,386
Loans (Note 4)

Residential mortgages 52,278 49,994
Personal and credit cards 19,804 17,704
Business and governments 75,850 75,646
Assets purchased under resale agreements 27,500 23,559

175,432 166,903
Other

Customers’ liability under acceptances 9,301 8,807
Land, buildings and equipment (Note 6) 2,325 1,631
Trading derivatives’ market valuation (Note 21 d) 15,886 8,244
Other assets (Note 7) 8,037 7,456

35,549 26,138

$ 284,425 $ 253,171

Liabilities and shareholders’ equity
Deposits (Note 8)

Personal $ 75,573 $ 68,972
Business and governments 80,810 76,980
Banks 29,812 27,948

186,195 173,900
Other

Acceptances 9,301 8,807
Obligations related to assets sold under repurchase agreements 30,627 23,792
Obligations related to securities sold short 6,442 4,297
Trading derivatives’ market valuation (Note 21 d) 15,453 8,715
Other liabilities (Note 9) 15,369 14,586
Non-controlling interest in subsidiaries (Note 10) 1,086 729

78,278 60,926

Subordinated debentures (Note 11) 5,344 5,370

Shareholders’ equity

Capital stock (Note 12)

Preferred shares 1,775 1,775
Common shares 2,920 2,765

Retained earnings 9,913 8,435

14,608 12,975

$ 284,425 $ 253,171

Peter C. Godsoe
Chairman of the Board and
Chief Executive Officer

Bruce R. Birmingham
President 
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C o n s o l i d a t e d  S t a t e m e n t  o f  I n c o m e

For the year ended October 31 ($ millions except per share amounts) 2001 2000

Interest income
Loans $ 13,049 $ 12,129
Securities 3,062 2,286
Deposits with banks 872 916

16,983 15,331

Interest expense
Deposits 8,233 8,192
Subordinated debentures 303 324
Other 2,247 1,616

10,783 10,132

Net interest income 6,200 5,199
Provision for credit losses (Note 5) 1,425 765

Net interest income after provision for credit losses 4,775 4,434

Other income
Deposit and payment services 772 624
Investment, brokerage and trust services 638 733
Credit fees 640 632
Investment banking 1,045 756
Net gain on investment securities 217 379
Securitization revenues 220 206
Other 539 335

4,071 3,665

Net interest and other income 8,846 8,099

Non-interest expenses
Salaries and staff benefits 3,220 2,944
Premises and technology 1,133 995
Communications and marketing 502 428
Other 807 786
Restructuring provision for National Trustco Inc. – (34)

5,662 5,119

Income before the undernoted 3,184 2,980
Provision for income taxes (Note 14) 876 990
Non-controlling interest in net income of subsidiaries 139 64

Net income $ 2,169 $ 1,926

Preferred dividends paid 108 108

Net income available to common shareholders $ 2,061 $ 1,818

Average number of common shares outstanding (000’s):
Basic 500,619 495,472
Diluted 508,995 501,253

Net income per common share (Note 16):

Basic $ 4.12 $ 3.67
Diluted $ 4.05 $ 3.63

Dividends per common share $ 1.24 $ 1.00



S c o t i a b a n k  4 7

C o n s o l i d a t e d  S t a t e m e n t  o f  C h a n g e s  i n  S h a r e h o l d e r s ’  E q u i t y

For the year ended October 31 ($ millions) 2001 2000

Preferred shares (Note 12)

Bank $ 1,525 $ 1,525
Scotia Mortgage Investment Corporation 250 250

Total preferred shares 1,775 1,775

Common shares (Note 12)

Balance at beginning of year 2,765 2,678
Issued 155 87

Balance at end of year 2,920 2,765

Retained earnings 
Balance at beginning of year 8,435 6,953
Cumulative effect of adoption of new corporate 

income taxes accounting standard (Note 14) (39) –

8,396 6,953
Net income 2,169 1,926
Dividends: Preferred (108) (108)

Common (621) (496)
Net unrealized foreign exchange gains  79 163
Net cost of issuance of shares, and other (2) (3)

Balance at end of year 9,913 8,435

Shareholders’ equity at end of year $ 14,608 $ 12,975
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Sources and (uses) of cash flows

For the year ended October 31 ($ millions) 2001 2000

Cash flows from operating activities
Net income $ 2,169 $ 1,926
Adjustments to net income to determine cash flows:   

Depreciation and amortization 295 295
Provision for credit losses 1,425 765
Future income taxes 108 34
Restructuring provision for National Trustco Inc. – (34)
Net gains on investment securities (217) (379)

Net accrued interest receivable and payable (104) (560)
Trading securities (2,817) (7,406)
Other, net (1,316) 631

(457) (4,728)

Cash flows from financing activities
Deposits 845 14,215
Obligations related to assets sold under repurchase agreements (975) 6,434
Obligations related to securities sold short 2,122 1,445
Subordinated debenture repayments (106) (66)
Capital stock issued 111 52
Cash dividends paid (686) (568)
Other, net (359) 1,013

952 22,525

Cash flows from investing activities
Interest-bearing deposits with banks 1,753 (1,001)
Loans, excluding securitizations 1,257 (19,108)
Loan securitizations 2,053 1,299
Investment securities:

Purchases (46,573) (28,472)
Maturities 8,165 15,609
Sales 33,233 13,884

Land, buildings and equipment, net of disposals (164) (100)
Other, net(1) (29) (60)

(305) (17,949)

Effect of exchange rate changes on cash and cash equivalents 37 (2)

Increase (decrease) in cash and cash equivalents 227 (154)
Cash and cash equivalents at beginning of year 734 888

Cash and cash equivalents at end of year $ 961 $ 734

Represented by:
Cash and non-interest-bearing deposits with banks $ 1,535 $ 1,191
Cheques and other items in transit, net liability (Note 9) (574) (457)

Cash and cash equivalents at end of year $ 961 $ 734

Cash disbursements made for:
Interest $ 11,214 $ 10,073
Income taxes $ 1,083 $ 831

(1) Includes: (a) investments in subsidiaries of $112 (2000 – $361), less cash and cash equivalents at the date of acquisition of $83 (2000 –

$112); and (b) net proceeds from dispositions of business units of nil (2000 – $189).

C o n s o l i d a t e d  S t a t e m e n t  o f  C a s h  F l o w s
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1. Significant accounting policies

The consolidated financial statements of The Bank of Nova
Scotia have been prepared in accordance with Canadian generally
accepted accounting principles (GAAP), including the accounting
requirements of the Superintendent of Financial Institutions Canada
(the Superintendent). The significant accounting policies used in the
preparation of these consolidated financial statements are summa-
rized on the following pages. 

The preparation of financial statements in conformity with
GAAP requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities at the date of the
financial statements and income and expenses during the reporting
period. Therefore, actual results could differ from those estimates.

Certain comparative amounts have been reclassified to con-
form with current year presentation. Where new accounting policies
have been adopted during the year the effects of these changes have
been discussed in the respective notes.

Basis of consolidation

The consolidated financial statements include the assets, liabil-
ities and results of operations of the Bank and all of its subsidiaries
and effectively controlled associated corporations after the elimina-
tion of intercompany transactions and balances. Subsidiaries are
defined as corporations controlled by the Bank which are normally
corporations in which the Bank owns more than 50% of the voting
shares. The purchase method is used to account for acquisitions of
subsidiaries.

The cost of investments in subsidiaries in excess of fair value of
the net identifiable assets acquired is amortized over the estimated
periods to be benefited, not exceeding 20 years. The unamortized
balance is recorded in other assets as goodwill. The value of good-
will is regularly evaluated by reviewing the returns of the related
business, taking into account the risk associated with the invest-
ment. Any permanent impairment in the value of goodwill is written
off against earnings. Identifiable intangible assets are amortized
over the estimated periods to be benefited and the unamortized bal-
ance is recorded in other assets. Identifiable intangible assets are
regularly evaluated for impairment by reviewing the amount of the
estimated future net cash flows. 

Investments in associated corporations, where the Bank has
significant influence which is normally evidenced by direct or indi-
rect ownership of between 20% and 50% of the voting shares, are car-
ried on the equity basis of accounting and are included in investment
securities in the Consolidated Balance Sheet. The Bank’s share of
earnings of such corporations is included in interest income from
securities in the Consolidated Statement of Income.

Translation of foreign currencies

Assets and liabilities denominated in foreign currencies are
translated into Canadian dollars at rates prevailing at the end of the
financial year, except for the following, which are recorded at his-
torical Canadian dollar cost: land, buildings and equipment and for-
eign currency equity investments not funded in the same currency as
the investments. All revenues and expenses denominated in foreign
currencies are translated using average exchange rates except for
depreciation, which is based on the historical Canadian dollar cost
of the related assets.

Unrealized translation gains and losses which arise upon con-
solidation of net foreign currency investment positions in branches,
subsidiaries and associated corporations, net of applicable income

taxes, together with any gains or losses arising from hedges of those
net investment positions, are credited or charged to retained earn-
ings, except as noted below. Upon sale or substantial liquidation of
an investment position, the previously recorded unrealized gains or
losses thereon are transferred from retained earnings to the
Consolidated Statement of Income.

Translation gains and losses arising from self-sustaining sub-
sidiaries and branches operating in highly inflationary environ-
ments, if any, are included in other income – investment banking
in the Consolidated Statement of Income.

Precious metals

Precious metals are carried at market value and are included in
cash resources in the Consolidated Balance Sheet. The liability aris-
ing from outstanding certificates is also carried at market value and
included in other liabilities in the Consolidated Balance Sheet.

Securities

Securities are held in either the investment or trading portfolio.
Investment securities comprise debt and equity securities held

for liquidity and longer term investment. Equity securities in which
the Bank’s holdings of voting shares are less than 20% are carried at
cost, except where significant influence is demonstrated. Debt
securities held in the investment account are carried at amortized
cost with premiums and discounts being amortized to income over
the period to maturity. When there has been a decline in value of
debt or equity securities that is other than temporary, the carrying
value of the securities is appropriately reduced. Such reductions, if
any, together with gains and losses on disposals are included in
other income – net gain on investment securities in the
Consolidated Statement of Income.

Included in the investment portfolio are bonds received from
the conversion of loans to designated emerging markets which are
recorded at their face value net of the related country risk provision.
Loan substitute securities are customer financings which have been
restructured as after-tax investments rather than conventional loans
in order to provide the issuers with a lower borrowing rate. Such
securities are accorded the accounting treatment applicable to loans.

Trading securities are intended to be held for a short period of
time and are carried at market value. Gains and losses on disposal
and adjustments to market value are included in other income –
investment banking in the Consolidated Statement of Income.

Loans

Loans are stated net of any unearned income and of an
allowance for credit losses. Interest income is accounted for on the
accrual basis for all loans other than impaired loans. Accrued inter-
est is included in other assets in the Consolidated Balance Sheet.

A loan is classified as impaired when, in management’s opin-
ion, there has been a deterioration in credit quality to the extent that
there is no longer reasonable assurance of timely collection of the
full amount of principal and interest. If a payment on a loan is con-
tractually 90 days in arrears, the loan will be classified as impaired,
if not already classified as such, unless the loan is fully secured, the
collection of the debt is in process and the collection efforts are rea-
sonably expected to result in repayment of the loan or in restoring
it to a current status within 180 days from the date a payment has
become contractually in arrears. Finally, a loan that is contractual-
ly 180 days in arrears is classified as impaired in all situations,
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except when it is guaranteed or insured by the Canadian govern-
ment, the provinces or a Canadian government agency; such loans
are classified as impaired if the loan is contractually in arrears for
365 days. Any credit card loan that has a payment that is contractu-
ally 180 days in arrears is written off. 

When a loan is classified as impaired, recognition of interest
ceases. For those sovereign risk loans to which the related country
risk provision applies, interest continues to be accrued in income,
except when the loans are classified as impaired. Interest received
on impaired loans is credited to the carrying value of the loan.

Loans are generally returned to accrual status when the timely
collection of both principal and interest is reasonably assured and
all delinquent principal and interest payments are brought current.

Loan fees are recognized in income over the appropriate lend-
ing or commitment period. Loan syndication fees are included in
credit fees in other income when the syndication is completed.

Assets purchased/sold under resale/repurchase agreements

The purchase and sale of securities under resale and repur-
chase agreements are treated as collateralized lending and 
borrowing transactions. The related interest income and interest
expense are recorded on an accrual basis.

Allowance for credit losses

The Bank maintains an allowance for credit losses, which in
management’s opinion, is adequate to absorb all credit-related loss-
es in its portfolio of both on and off-balance sheet items, including
deposits with other banks, loan substitute securities, assets pur-
chased under resale agreements, loans, acceptances, derivative
instruments and other indirect credit commitments, such as letters
of credit and guarantees. The allowance for credit losses consists of
specific provisions, a general provision, and a country risk provi-
sion, each of which is reviewed on a regular basis. The allowance for
credit losses against on-balance sheet items is included as a reduc-
tion of the related asset category, and allowances relating to off-bal-
ance sheet items are included in other liabilities in the Consolidated
Balance Sheet.

Specific provisions, except those relating to credit card loans
and certain personal loans, are determined on an item-by-item basis
and reflect the associated estimated credit loss. In the case of loans,
the specific provision is the amount that is required to reduce the
carrying value of an impaired loan to its estimated realizable
amount. Generally, the estimated realizable amount is measured by
discounting the expected future cash flows at the effective interest
rate inherent in the loan at the date of impairment. When the
amounts and timing of future cash flows cannot be measured with
reasonable reliability, either the fair value of any security underlying
the loan, net of expected costs of realization and any amounts legal-
ly required to be paid to the borrower, or the observable market
price for the loan is used to measure the estimated realizable
amount. The change in the present value attributable to the passage
of time on the expected future cash flows is reported as a reduction
of the provision for credit losses in the Consolidated Statement of
Income. Specific provisions for credit card loans and certain per-
sonal loans are calculated using a formula method taking into
account recent loss experience.

The general provision is established against the loan portfo-
lio in respect of the Bank’s core business lines where a prudent
assessment by the Bank of past experience and existing econom-
ic and portfolio conditions indicate that losses have occurred,
but where such losses cannot be determined on an item-by-item

basis. The general provision is determined by using historical
trends in loss experience, weighted to emphasize recent periods,
and the current portfolio profile together with management’s
evaluation of other conditions existing at the balance sheet date
which are not reflected in historical trends.

The country risk provision is maintained in accordance with
instructions issued by the Superintendent based on total transbor-
der exposure to a prescribed group of countries. In accordance with
those instructions, any new exposures to those designated emerging
markets after October 31, 1995, are subject to the same procedures
as those used for determining specific provisions referred to above.

Transfers of loans 

Effective July 1, 2001, the Bank adopted the Canadian Institute
of Chartered Accountants’ (CICA) accounting guideline for trans-
fers of loans.

Transfers of loans occurring after June 30, 2001 to unrelated
parties are treated as sales provided that control over the trans-
ferred loans has been surrendered and consideration other than
beneficial interests in the transferred loans has been received in
exchange. If these criteria are not satisfied, then the transfers are
treated as financing transactions. If treated as  sales, the loans are
removed from the Consolidated Balance Sheet and a gain or loss
is recognized in income immediately based on the carrying value
of the loans transferred, allocated between the assets sold and the
retained interests in proportion to their fair values at the date of
transfer. The fair values of loans sold, retained interests and
recourse liabilities are determined using either quoted market
prices, pricing models which take into account management’s best
estimates of key assumptions such as expected losses, prepay-
ments and discount rates commensurate with the risks involved,
or sales of similar assets. Where the Bank continues to service the
loans sold, a servicing liability or asset is recognized and amor-
tized over the servicing period as servicing fees. 

For loans transferred prior to July 1, 2001 or transfers arising
from commitments made prior to that date, the Bank treats the
transfers as sales, provided that the significant risks and rewards
of ownership have been transferred and there is reasonable assur-
ance regarding the measurement of the consideration received.
The sales proceeds are recorded based on fair value of the loans
sold and issuance costs are deducted from those proceeds in
determining the gain or loss. Losses are recognized in income
immediately. Gains on sale are recognized immediately, unless
there is recourse to the Bank in excess of expected losses, in
which case the gains on sales are considered unrealized and
deferred until they are collected in cash and there is no recourse
to that cash. 

For all transfers of loans, gains and losses on sale and ser-
vicing fee revenues are reported in securitization revenues in
other income in the Consolidated Statement of Income. Where a
servicing liability or asset is recognized, the amount is recorded in
other liabilities or other assets in the Consolidated Balance Sheet.
Retained interests are classified in investment securities.

Acceptances

The Bank’s potential liability under acceptances is reported as
a liability in the Consolidated Balance Sheet. The Bank has equal
and offsetting claims against its customers in the event of a call on
these commitments, which are reported as an asset. Fees earned are
reported in other income – credit fees in the Consolidated
Statement of Income.
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Land, buildings and equipment

Land is carried at cost. Buildings, equipment and leasehold
improvements are carried at cost less accumulated depreciation and
amortization. Depreciation and amortization are calculated using the
straight-line method over the estimated useful life of the related asset
as follows: buildings – 40 years, equipment – 3 to 10 years, and lease-
hold improvements – term of lease plus one renewal option period.

Net gains and losses on disposal are included in other income –
other, in the Consolidated Statement of Income, in the year of 
disposal.

Corporate income taxes

The Bank follows the asset and liability method of accounting
for corporate income taxes. Under this method, future tax assets
and liabilities represent the cumulative amount of tax applicable to
temporary differences between the carrying amount of the assets
and liabilities, and their values for tax purposes. Future tax assets
and liabilities are measured using enacted or substantively enacted
tax rates expected to apply to taxable income in the years in which
those temporary differences are expected to be recovered or settled.
Changes in future income taxes related to a change in tax rates are
recognized in income in the period of the tax rate change.

Future tax assets and liabilities are included in other assets and
other liabilities in the Consolidated Balance Sheet.

Derivative instruments

Derivative instruments are financial contracts whose value is
derived from interest rates, foreign exchange rates or other financial
or commodity indices. Most derivative instruments can be charac-
terized as interest rate contracts, foreign exchange and gold con-
tracts, commodity contracts or equity contracts. Derivative instru-
ments are either exchange-traded contracts or negotiated over-the-
counter contracts. Exchange-traded derivatives include futures and
option contracts. Negotiated over-the-counter derivatives include
swaps, forwards and options.

The Bank enters into these derivative instruments to accom-
modate the risk management needs of its customers, for proprietary
trading and for asset/liability management purposes.

Derivative instruments designated as “trading” include deriva-
tives entered into with customers to accommodate their risk man-
agement needs and derivatives transacted to generate trading
income from the Bank’s proprietary trading positions. Trading deriv-
atives are carried at their fair values [see Note 21(d)]. The gains and
losses resulting from changes in fair values are included in other
income – investment banking in the Consolidated Statement of
Income. Unrealized gains and unrealized losses on trading deriva-
tives are reported separately in the Consolidated Balance Sheet as
trading derivatives’ market valuation.

Derivative instruments designated as “asset/liability manage-
ment” are those used to manage the Bank’s interest rate and foreign
currency exposures, which include instruments designated as
hedges. Income and expense on these derivatives are recognized
over the life of the related position as an adjustment to net interest
income. If designated hedges are no longer effective, the derivative
instrument is reclassified as trading and subsequently marked-to-
market. Gains and losses from effective hedges, as well as those on
terminated contracts, are deferred and amortized over the remain-
ing life of the related position. Accrued income and expense and
deferred gains and losses are included in other assets and other lia-
bilities, as appropriate in the Consolidated Balance Sheet.

Employee future benefits

The Bank maintains pension and other benefit plans for quali-
fied employees in Canada, the United States and other international
operations. Pension benefits are based on the length of service and
generally the final five years’ average salary. Other post-retirement
and post-employment benefits include health and dental care, life
insurance and other  benefits. 

The cost of pensions and other benefits earned by employees is
actuarially determined each year using the projected benefit method
prorated on service and management’s best estimate of expected
plan investment performance, salary escalation, retirement age of
employees and health care costs. Generally, for the purpose of cal-
culating the expected return on plan assets, equity instruments are
valued using  a methodology in which the difference between actu-
al and expected returns are recognized in the value of the assets
over a three year period; fixed income instruments are recognized at
market value. Past service costs from plan amendments are amor-
tized on a straight-line basis over the average remaining period to
full eligibility of employees active at the date of amendment. For
most plans, the net actuarial gain (loss) that exceeds 10 percent of
the greater of the benefit obligation and the value of plan assets is
amortized over the average remaining service period of active
employees. 

The cumulative difference between pension expense and fund-
ing contributions is included in other assets in the Consolidated
Balance Sheet. The difference between the other future benefits
expense and payments to qualifying individuals is included in other
liabilities in the Consolidated Balance Sheet.  

Stock-based compensation

The Bank has a stock option plan and other stock-based
compensation plans for certain eligible employees. In addition,
the Bank has a stock-based compensation plan for Directors.

The Bank follows the intrinsic value method of accounting
for stock options. Since the exercise price is set at an amount
equal to the closing price on the day prior to the grant of the
stock options, no compensation expense is recognized on the
day of the grant. When options are exercised, the proceeds
received by the Bank are credited to common shares in the
Consolidated Balance Sheet. 

Changes in the Bank’s obligations under other stock-based
compensation plans, which arise from fluctuations in the market
price of the Bank’s common shares underlying these compensa-
tion plans, are recorded in salaries and staff benefits expense in
the Consolidated Statement of Income with a corresponding
accrual in other liabilities in the Consolidated Balance Sheet. 
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2. Future accounting changes

Goodwill and other intangible assets

The CICA issued a new accounting standard for goodwill and
other intangible assets, which is effective for fiscal year 2003 with
earlier adoption permitted. Under this new standard, goodwill will
no longer be amortized but will be subject to a revised annual
impairment test to identify any potential goodwill impairment. A
goodwill impairment loss will be recognized if the fair value of the
goodwill of a reporting unit is less than its carrying amount. The
standard also requires that intangible assets with indefinite useful
lives no longer be amortized, but be subject to an annual impairment
test comparing fair values to carrying amounts.

The Bank will early adopt this new standard effective fiscal
year 2002 without restatement of prior periods. An initial goodwill
impairment review is required within six months of adoption. If any
potential impairment is indicated, then  it should be quantified based
upon the fair value of the assets and liabilities of the reporting unit
and, if necessary, recognized by the end of fiscal year 2002 as a
charge to opening retained earnings. The Bank will perform the
required impairment tests on goodwill recorded as of November 1,
2001. Goodwill amortization charged to the Consolidated Statement
of Income in fiscal year 2001 was $23 million.

The Bank will continue to amortize existing intangible assets
other than goodwill over their estimated useful lives. These
intangible assets will also be subject to an annual impairment test
comparing carrying amounts to net recoverable amounts. 

Hedging 

The CICA has issued an accounting guideline for hedging rela-
tionships that will become effective for fiscal year 2003. This guide-
line establishes new standards for the application of hedge account-
ing. The guideline is not applicable to prior periods, but requires the
discontinuance of hedge accounting effective on the transition date
if specified conditions are not met at the date the guideline is first
applied. The impact of implementing this guideline on the Bank’s
Consolidated Balance Sheet and Statement of Income is not yet
determinable. The impact, if any, depends on the nature and fair
value of any non-qualifying hedging relationships.

Stock-based compensation and other stock-based payments

The CICA has issued a new accounting standard for stock-based
compensation and other stock-based payments which is effective for
fiscal year 2003. The new standard requires the use of a fair-value-
based method to account for certain stock-based compensation
arrangements. Options granted by the Bank to employees are not
required under the new standard to be accounted for using a fair-
value-based method. Accordingly, there will be no change to the
Bank’s existing accounting policies for these options. Pro-forma fair-
value-based income and earnings per share disclosures will be
required under the new standard. In addition, changes in the Bank’s
obligation under other stock-based compensation plans are currently
recognized in the Consolidated Statement of Income. Consequently,
there will be minimal impact on the Bank’s Consolidated Statement of
Income from the adoption of this new standard. 
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3. Securities

Remaining term to maturity 2001 2000

No 
Within Three to One to Over specific Carrying Carrying

As at October 31 ($ millions) 3 months 12 months 5 years 5 years maturity value value

Investment securities:
Canadian federal government debt $ 1,064 $ 954 $ 1,245 $ 782 $ – $ 4,045 $ 3,466
Canadian provincial and municipal debt 120 76 359 76 – 631 955
Foreign government debt 726 847 3,033 4,755 – 9,361 6,823
Bonds of designated emerging markets(1) – – – 1,218 – 1,218 1,225
Other debt 181 436 2,761 2,433 – 5,811 3,047
Preferred shares 2 3 112 124 1,076 (2) 1,317 1,242
Common shares – – – – 2,840 2,840 2,378
Associated corporations – – – – 194 (3) 194 403
Loan substitute securities – – 33 – – 33 26

Total 2,093 2,316 7,543 9,388 4,110 25,450 19,565

Trading securities(4):
Canadian federal government debt 251 1,046 3,436 1,505 – 6,238 5,088
Canadian provincial and municipal debt 148 90 470 1,247 – 1,955 1,776
Foreign government debt 2,916 113 297 312 – 3,638 1,046
Common shares – – – – 10,823 10,823 10,028
Other 2,407 203 1,531 891 148 5,180 3,883

Total 5,722 1,452 5,734 3,955 10,971 27,834 21,821

Total securities $ 7,815 $ 3,768 $ 13,277 $ 13,343 $ 15,081 $ 53,284 $ 41,386

Total by currency (in Canadian equivalent): 
Canadian dollar $ 2,203 $ 2,346 $ 6,447 $ 4,323 $ 12,354 $ 27,673 $ 24,149
U.S. dollar 450 326 4,211 7,595 2,304 14,886 13,470
Other currencies 5,162 1,096 2,619 1,425 423 10,725 3,767

Total securities $ 7,815 $ 3,768 $ 13,277 $ 13,343 $ 15,081 $ 53,284 $ 41,386

(1) This includes restructured bonds of designated emerging markets after deducting a country risk provision of $461 (2000 – $453). Refer to

Note 5.

(2) Although these securities have no stated term, most provide the Bank with various means to retract or dispose of these shares on earlier dates.

(3) Equity securities of associated corporations have no stated term and have been classified in the “No specific maturity” column.

(4) Trading securities are carried at market value.

An analysis of unrealized gains and losses on investment securities is as follows:

2001 2000

Gross Gross Estimated Gross Gross Estimated
Carrying unrealized unrealized market Carrying unrealized unrealized market

As at October 31 ($ millions) value gains losses value value gains losses value

Canadian federal government debt $ 4,045 $ 96 $ – $ 4,141 $ 3,466 $ 6 $ 6 $ 3,466
Canadian provincial and municipal debt 631 32 – 663 955 19 9 965
Foreign government debt 9,361 538 106 9,793 6,823 286 48 7,061
Bonds of designated emerging markets 1,218 276 – 1,494 1,225 409 – 1,634
Other debt 5,811 79 35 5,855 3,047 23 28 3,042
Preferred shares 1,317 36 44 1,309 1,242 16 25 1,233
Common shares 2,840 337 251 2,926 2,378 574 96 2,856
Associated corporations 194 – – 194 403 – – 403
Loan substitute securities 33 – – 33 26 – – 26

Total investment securities $ 25,450 $ 1,394 $ 436 $ 26,408 $ 19,565 $ 1,333 $ 212 $ 20,686

The net unrealized gains on investment securities of $958 million (2000 – $1,121 million) decreased to $537 million (2000 – $863 million)
after the net fair value of derivative instruments and other hedge amounts associated with these securities is taken into account.
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4. Loans
a) Loans outstanding

The Bank’s loans net of unearned income and the allowance for credit losses in respect of loans are as follows:

As at October 31 ($ millions) 2001 2000

Canada:
Residential mortgages $ 48,217 $ 47,384
Personal and credit cards 15,609 14,281
Business and governments 23,304 26,661
Assets purchased under resale agreements 9,173 9,170

96,303 97,496

United States:
Business and governments 20,913 23,768
Assets purchased under resale agreements 13,165 13,735

34,078 37,503

Other international:
Retail lending 8,804 6,285
Business and governments 35,322 27,817
Assets purchased under resale agreements 5,161 655

49,287 34,757

179,668 169,756
Less: allowance for credit losses 4,236 2,853

Total(1) $ 175,432 $ 166,903

(1) Loans denominated in U.S. dollars amount to $56,451 (2000 – $57,431) and loans denominated in other foreign currencies amount to

$28,823 (2000 – $16,914). Segmentation of assets is based upon the location of ultimate risk of the underlying assets.

b) Loans securitized

The outstanding securitized loans are as follows:

As at October 31 ($ millions) 2001 2000

Residential mortgages $ 1,279 $ 2,163
Personal loans 3,360 2,907
Credit card loans 951 1,990
Business loans 3,287 4,124
Mortgage-backed securities 1,496 482

Total $ 10,373 $ 11,666

Since July 1, 2001, (refer to Note 1), the Bank securitized residential mortgages of $301 million resulting in recognition of a net
gain on sale of $6 million. The Bank’s retained interest, which consists of its rights to future cash flows, had a fair value of $12 mil-
lion. The key assumptions used to measure fair value at the date of securitization were a prepayment rate of 16%, an excess spread
of 1.7% and a discount rate of 4.9%. The mortgages securitized are government guaranteed and no credit losses are expected.

5. Impaired loans and allowance for credit losses
a) Impaired loans

2001 2000

Country 
Specific risk  General

As at October 31 ($ millions) Gross(1)(2) provisions(1) provision provision Net Net

By loan type:
Residential mortgages $ 539 $ (292) $ – $ – $ 247 $ 178
Personal and credit cards 330 (245) – – 85 93
Business and governments 3,595(3) (2,168) (25) – 1,402 968
General provision – – – (1,475) (1,475) (1,300)

Total $ 4,464 $ (2,705) $ (25) $ (1,475) $ 259 $ (61)

By geography:
Canada $ 334 $ 325
United States 754 421
Other international 646 493

Net impaired loans before general provision 1,734 1,239
General provision (1,475) (1,300)

Net $ 259 $ (61)

(1) Included in the gross impaired loans and the specific provisions are foreclosed assets held for sale of $91 (2000 – $36) and $60 (2000 – $20) respectively.

(2) Gross impaired loans denominated in U.S. dollars amount to $2,425 (2000 – $1,626) and those denominated in other foreign currencies
amount to $1,347 (2000 – $487).

(3) Includes designated emerging markets loans of $25 (2000 – $24) which are fully provided for by the country risk provision.
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b) Allowance for credit losses

Specific Country risk  General
As at October 31 ($ millions) provisions provision(1) provision 2001 2000

Balance, beginning of year $ 1,502 $ 504 $ 1,300 $ 3,306 $ 3,081
Newly acquired subsidiaries – 

allowance at date of acquisition(2) 919 – – 919 153
Write-offs(3) (1,165) (8) – (1,173) (840)
Recoveries 123 – – 123 113
Provision for credit losses 1,250 – 175 1,425 765
Other, including foreign currency adjustment(4) 76 21 – 97 34
Balance, end of year $ 2,705 $ 517 $ 1,475 $ 4,697 $ 3,306

(1) Includes $461 (2000 – $453) which has been deducted from securities. 

(2) The allowance for 2001 relates to the acquisition of Grupo Financiero Scotiabank Inverlat, Mexico. The allowance for 2000 primarily

relates to the acquisition of Scotiabank Sud Americano in Chile. Refer to Note 22.  

(3) Write-offs of loans restructured during the year were $4 (2000 – $3).

(4) This adjustment includes the effect of hedging the provision for credit losses of foreign currency denominated loans.

6. Land, buildings and equipment

2001 2000

Accumulated Net Net
depreciation & book book

As at October 31 ($ millions) Cost amortization value value

Land $ 304 $ – $ 304 $ 243
Buildings 1,579 381 1,198 607
Equipment 2,407 1,820 587 580
Leasehold improvements 642 406 236 201
Total $ 4,932 $ 2,607 $ 2,325 $ 1,631

Depreciation and amortization in respect of the above buildings, equipment and leasehold improvements for the year amounted to 
$243 million (2000 – $267 million).

7. Other assets

As at October 31 ($ millions) 2001 2000

Accrued interest $ 2,696 $ 2,939
Accounts receivable 930 610
Future income tax assets (Note 14) 824 922
Identifiable intangibles 334 (1) 199
Goodwill 400 297
Other 2,853 2,489
Total $ 8,037 $ 7,456

(1) On adoption of the new accounting policy for corporate income taxes on November 1, 2000, the identifiable intangibles were grossed-up for

income taxes with an offsetting reduction to future income tax assets.
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8. Deposits

Payable Payable Payable on
As at October 31 ($ millions) on demand after notice a fixed date 2001 2000

Canada:
Personal $ 2,357 $ 14,354 $ 42,356 $ 59,067 $ 58,536
Business and governments 8,601 7,457 21,483 37,541 33,720
Banks 107 – 752 859 784

11,065 21,811 64,591 97,467 93,040

United States:
Personal 7 157 876 1,040 1,164
Business and governments 249 104 15,417 15,770 21,416
Banks 30 749 6,118 6,897 5,069

286 1,010 22,411 23,707 27,649

Other international:
Personal 562 5,466 9,438 15,466 9,272
Business and governments 2,379 2,911 22,209 27,499 21,844
Banks 311 799 20,946 22,056 22,095

3,252 9,176 52,593 65,021 53,211

Total(1) $ 14,603 $ 31,997 $ 139,595 $ 186,195 $ 173,900

(1) Deposits denominated in U.S. dollars amount to $65,307 (2000 – $64,709) and deposits denominated in other foreign currencies amount

to $34,179 (2000 – $25,240). Segmentation of deposits is based upon residency of depositor.

9. Other liabilities

As at October 31 ($ millions) 2001 2000

Accrued interest $ 2,933 $ 3,307
Accounts payable and accrued expenses 2,376 1,961
Deferred income 456 430
Liabilities of subsidiaries, other than deposits 1,935 1,802
Gold and silver certificates 3,634 3,189
Future income tax liabilities (Note 14) 92 –
Cheques and other items in transit, net 574 457
Other 3,369 3,440
Total $ 15,369 $ 14,586

10. Non-controlling interest in subsidiaries

As at October 31 ($ millions) 2001 2000

Non-controlling interest in common equity of subsidiaries $ 586 $ 229
Scotiabank Trust Securities – Series 2000-1(1) issued by BNS Capital Trust 500 500
Total $ 1,086 $ 729

(1) During 2000, BNS Capital Trust, a wholly-owned special purpose closed-end trust, issued $500 million of Scotiabank Trust Securities –

Series 2000-1, which qualify as Tier 1 capital of the Bank under the Superintendent’s Capital Adequacy Guideline. Refer to Note 12 (9).
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11. Subordinated debentures

These debentures are direct, unsecured obligations of the Bank and are subordinate to the claims of the Bank’s depositors and other
creditors. The Bank, where appropriate, enters into interest rate and cross-currency swaps to hedge the related risks. The outstanding
debentures as at October 31 are:

As at October 31 ($ millions)

Maturity date Interest rate (%) Terms(1) (currency in millions) 2001 2000

March, 2001 11.4 $ – $ 4 
March, 2001 10.75 – 35
July, 2001 10.35 – 43 
March, 2003 8.1 116 116 
May, 2003 6.875 US $250 397 381
December, 2006 6.0 The Bank announced its intention to redeem these 

debentures on December 4, 2001 350 350
June, 2007 6.25 Redeemable at any time. After June 12, 2002, interest 

will be payable at an annual rate equal to the 90 day 
bankers’ acceptance rate plus 1% 300 300

July, 2007 6.5 US $500. Redeemable on any interest payment date 
on or after July 15, 2002. After July 15, 2002, interest  
will be payable at an annual rate equal to the US dollar  
three-month LIBOR rate plus 1% 794 761

April, 2008 5.4 Redeemable at any time. After April 1, 2003, interest 
will be payable at an annual rate equal to the 90 day 
bankers’ acceptance rate plus 1% 600 600

September, 2008 6.25 US $250 397 380
February, 2011 7.4 Redeemable on or after February 8, 2001. After 

February 8, 2006, interest will be payable at an 
annual rate equal to the 90 day bankers’ acceptance 
rate plus 1% 300 300

July, 2012 6.25 Redeemable at any time. After July 16, 2007, interest 
will be payable at an annual rate equal to the 90 day 
bankers’ acceptance rate plus 1% 500 500

July, 2013 5.65 Redeemable at any time. After July 22, 2008, 
interest will be payable at an annual rate 
equal to the 90 day bankers’ acceptance rate plus 1% 425 425

September, 2013 8.3 Redeemable at any time 250 250
May, 2014 5.75 Redeemable at any time. After May 12, 2009, interest

will be payable at an annual rate equal to the 90 day
bankers’ acceptance rate plus 1% 325 350

June, 2025 8.9 Redeemable at any time 250 250
August, 2085 Floating US $214 bearing interest at a floating rate of 

the offered rate for six-month Eurodollar deposits plus
0.125%. Redeemable on any interest payment date 340 325

$ 5,344 $ 5,370

The aggregate maturities of the debentures are as follows ($ millions):

Less than 1 year $ 350
From 1 to 2 years 513
From 2 to 3 years –
From 3 to 4 years –
From 4 to 5 years –
From 5 to 10 years 2,391
Over 10 years 2,090

$ 5,344

(1) In accordance with the provisions of the Capital Adequacy Guideline of the Superintendent, all redemptions are subject to regulatory

approval.



S c o t i a b a n k  5 9

(1) Series 6 Non-cumulative Preferred Shares are entitled to
non-cumulative preferential cash dividends payable quarter-
ly in an amount per share of $0.446875. With regulatory
approval, the shares may be redeemed by the Bank on or
after October 29, 2002, in whole or in part, by either the pay-
ment of cash or the issuance of common shares. On and
after April 28, 2003, the Series 6 Preferred Shares will be
convertible at the option of the holder into common shares
of the Bank, subject to the right of the Bank prior to the con-
version date to redeem for cash or find substitute pur-
chasers for such preferred shares.

(2) Series 7 Non-cumulative Preferred Shares are entitled to
non-cumulative preferential cash dividends payable quarter-
ly in an amount per share of $0.44375. With regulatory
approval, the shares may be redeemed by the Bank on or
after July 29, 2002, in whole or in part, at declining premi-
ums, by either the payment of cash or the issuance of com-
mon shares. On and after January 27, 2005, the Series 7
Preferred Shares will be convertible at the option of the
holder into common shares of the Bank, subject to the right
of the Bank prior to the conversion date to redeem for cash
or find substitute purchasers for such preferred shares.

(3) Series 8 Non-cumulative Preferred Shares are entitled to
non-cumulative preferential cash dividends payable quarter-
ly in an amount per share of $0.4375. With regulatory
approval, the shares may be redeemed by the Bank on or
after January 29, 2003, in whole or in part, at declining pre-
miums, by either the payment of cash or the issuance of
common shares. On and after July 27, 2005, the Series 8
Preferred Shares will be convertible at the option of the
holder into common shares of the Bank, subject to the right

of the Bank prior to the conversion date to redeem for cash
or find substitute purchasers for such preferred shares.

(4) Series 9 Non-cumulative Preferred Shares are entitled to
non-cumulative preferential cash dividends payable quarter-
ly in an amount per share of $0.421875. With regulatory
approval, the shares may be redeemed by the Bank on or
after April 28, 2003, in whole or in part, at declining premi-
ums, by either the payment of cash or the issuance of com-
mon shares. On and after October 27, 2005, the Series 9
Preferred Shares will be convertible at the option of the
holder into common shares of the Bank, subject to the right
of the Bank prior to the conversion date to redeem for cash
or find substitute purchasers for such preferred shares.

(5) Series 10 Non-cumulative Preferred Shares were redeemed
on April 26, 2001. These shares were entitled to non-cumula-
tive preferential cash dividends, payable quarterly in an
amount per share of $0.02. These shares were redeemed by
the Bank at par by the payment in cash of $10.00 for each
such share together with declared and unpaid dividends to
the redemption date.

(6) Series 11 Non-cumulative Preferred Shares are entitled to
non-cumulative preferential cash dividends payable quarter-
ly in an amount per share of $0.375. With regulatory
approval, the shares may be redeemed by the Bank on or
after January 28, 2004, in whole or in part, by either the pay-
ment of cash or the issuance of common shares. On and
after January 27, 2006, the Series 11 Preferred Shares will be
convertible at the option of the holder into common shares
of the Bank, subject to the right of the Bank prior to the con-
version date to redeem for cash or find substitute pur-
chasers for such preferred shares.

12. Capital stock 

Authorized:
An unlimited number of preferred and common shares without nominal or par value.

Issued and fully paid:

2001 2000

As at October 31 ($ millions) Number of shares Amount Number of shares Amount

Preferred shares:
Series 6(1) 12,000,000 $ 300 12,000,000 $ 300

Series 7(2) 8,000,000 200 8,000,000 200

Series 8(3) 9,000,000 225 9,000,000 225

Series 9(4) 10,000,000 250 10,000,000 250

Series 10(5) – – 7,100 –

Series 11(6) 9,992,900 250 9,992,900 250

Series 12(7) 12,000,000 300 12,000,000 300

Total issued by the Bank 60,992,900 $ 1,525 61,000,000 $ 1,525

Issued by Scotia Mortgage Investment 
Corporation(8) 250,000 250 250,000 250

Total preferred shares(9) 61,242,900 $ 1,775 61,250,000 $ 1,775

Common shares:
Outstanding at beginning of year 497,964,733 $ 2,765 494,251,965 $ 2,678

Issued under Shareholder Dividend 
and Share Purchase Plan(10) 1,086,522 47 1,200,368 40

Issued under Stock Option Plans (Note 13) 4,744,214 108 2,512,400 47

Outstanding at end of year 503,795,469 $ 2,920 497,964,733 $ 2,765

Total capital stock $ 4,695 $ 4,540
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(7) Series 12 Non-cumulative Preferred Shares are entitled to
non-cumulative preferential cash dividends payable quarter-
ly in an amount per share of $0.328125. With regulatory
approval, the shares may be redeemed by the Bank at par on
or after October 29, 2013, in whole or in part, by the payment
in cash of $25.00 per share, together with declared and
unpaid dividends to the date fixed for redemption. 

(8) Scotia Mortgage Investment Corporation, a wholly-owned
subsidiary of the Bank, issued Class A Preferred Shares
which are entitled to non-cumulative preferential cash divi-
dends, if and when declared, payable semi-annually in an
amount per share of $32.85. With regulatory approval, on or
after October 31, 2007, Class A Preferred Shares may be
redeemed in whole by the payment of cash by Scotia
Mortgage Investment Corporation or, at the option of the
Bank, exchanged for common shares of the Bank. On or
after October 31, 2007, the Class A Preferred Shares will be
exchangeable at the option of the holder into common
shares of the Bank, subject to the right of the Bank prior to
the exchange date to purchase for cash or find substitute
purchasers for such shares. Under certain circumstances
the Class A Preferred Shares of Scotia Mortgage Investment
Corporation will be automatically exchanged, without the
consent of the holder, into Series Z Non-cumulative
Preferred Shares of the Bank which would bear the same
dividend rate and similar redemption features.

(9) On April 4, 2000, BNS Capital Trust, a wholly-owned closed-
end trust, issued 500,000 Scotiabank Trust Securities – 2000-1
(“Scotia BaTS”). These securities are exchangeable into

Non-cumulative Preferred Shares Series Y of the Bank in
certain circumstances.

Each Scotia BaTS is entitled to receive non-cumulative
fixed cash distributions payable semi-annually in an amount
per Scotia BaTS of $36.55. The first of such cash distribu-
tions was paid on December 31, 2000, in an amount of $54.27
per Scotia BaTS. Should the Bank fail to declare 
regular dividends on any of its directly issued outstanding
preferred or common shares, cash distributions will not be
made on the Scotia BaTS. 

The Scotia BaTS, with regulatory approval, may be
redeemed in whole prior to June 30, 2005, upon the occur-
rence of certain tax or regulatory capital changes, or on or
after June 30, 2005, at the option of BNS Capital Trust. On or
after June 30, 2011, the Scotia BaTS may be exchanged, at
the option of the holder into Non-cumulative Preferred
Shares Series Y of the Bank, subject to the right of the Bank
prior to the exchange date to purchase for cash or find sub-
stitute purchasers for such securities. These Non-cumula-
tive Preferred Shares Series Y would pay a dividend rate
equivalent to the cash distribution rate of the Scotia BaTS.
Under certain circumstances, the Scotia BaTS would be
automatically exchanged without the consent of the holder,
into Non-cumulative Preferred Shares Series Y of the Bank.
See Note 10, non-controlling interest in subsidiaries.

(10) As at October 31, 2001, common shares totalling 11,389,616
have been reserved for future issue under the terms of the
Shareholder Dividend and Share Purchase Plan. 

Restrictions on dividend payments

Under the Bank Act, the Bank is prohibited from declaring
any dividends on its common or preferred shares when the Bank
is, or would be placed by such a declaration, in contravention of
the capital adequacy, liquidity or any other regulatory directives
issued under the Bank Act.  In addition, common share dividends
cannot be paid unless all dividends to which preferred sharehold-
ers are then entitled to have been paid or sufficient funds have
been set aside to do so.

In the event that applicable cash distributions on the Scotia
BaTS are not paid on a regular distribution date, the Bank has
undertaken not to declare dividends of any kind on its preferred
or common shares.

Currently, these limitations do not restrict the payment of
dividends on preferred or common shares.
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13. Stock-based compensation
a) Stock option plans 

Details of the Bank’s Employee Stock Option Plan are as follows:

2001 2000
Number Weighted Number Weighted
of stock average of stock average
options exercise options exercise 

As at October 31 (000’s) price (000’s) price

Outstanding at beginning of year 25,321 $ 27.51 22,449 $ 26.29
Granted 6,270 42.05 6,026 28.35
Exercised (4,744) 22.61 (2,512) 18.79
Forfeited/cancelled (324) 29.70 (642) 26.83

Outstanding at end of year 26,523 $ 31.80 25,321 $ 27.51

Exercisable at end of year 11,851 $ 27.36 11,401 $ 23.98

Available for grant 10,875 16,821

b) Employee share ownership plans

Under terms of the Employee Stock Option Plan, options  to
purchase common shares may be granted to selected employees at
an exercise price not less than the closing price of The Bank of Nova
Scotia common shares on the Toronto Stock Exchange (TSE) on the
day prior to the date of the grant. These options vest evenly over a
four-year period and are exercisable no later than 10 years after the
date of the grant. Outstanding options expire on dates ranging from
June 3, 2004, to January 19, 2011. A total of 49 million shares were
reserved for issuance under this plan, of which 11.6 million shares

have been issued as a result of the exercise of options, 26.5 million
shares are committed under outstanding options, leaving 10.9 mil-
lion shares available for issuance as options.

In 2001, a Directors’ Stock Option Plan was approved. A total of
400,000 common shares has been reserved for issuance to non-
employee Directors under this plan. Options are fully exercisable at
the time of grant, expiring on March 9, 2011. Currently, 63,000
options are outstanding at an exercise price of $41.90. To date, no
options have been exercised.

Other stock-based compensation plans use notional units that
are valued based on The Bank of Nova Scotia’s common share price
on the TSE. These units, with the exception of Stock Appreciation
Rights, accumulate dividend equivalents in the form of additional
units based on the dividends paid on the Bank’s common shares.
Changes in the value of the units as a result of fluctuations in the
Bank’s share price totalled $16 million in 2001 (2000 – $52 million),
which was recognized in salaries and staff benefits in the
Consolidated Statement of Income. Details of these plans are as 
follows:

Stock Appreciation Rights (SARs) 

SARs are granted instead of stock options to selected employ-
ees in countries where local laws may restrict the Bank from issuing
shares. The SARs have vesting and exercise terms and conditions
similar to the stock options. When a SAR is exercised, the Bank pays
the appreciation amount in cash equal to the rise in the market price
of the Bank’s common shares since the grant date. During fiscal 2001,
1,536,000 SARs were granted (2000 – 1,455,000) and as at October 31,
2001, 5,793,525 SARs were outstanding (2000 – 5,444,095), of which
2,281,094 SARs were vested (2000 – 2,196,370).

Deferred Stock Unit Plan (DSU) 

Under the DSU Plan, senior officers may elect to receive all or a
portion of their cash bonus under the Management Incentive Plan

(which is expensed for the year awarded by the Bank in salaries and
staff benefits in the Consolidated Statement of Income) in the form
of deferred stock units. Units are redeemable only when an officer
ceases to be a Bank employee and must be redeemed within one year
thereafter. As at October 31, 2001, there were 513,900 units out-
standing (2000 – 258,420).

Directors’ Deferred Stock Unit Plan (DDSU)

Under the DDSU Plan, non-employee Directors of the Bank may
elect to allocate all or a portion of their fee (which is expensed by the
Bank in other expenses in the Consolidated Statement of Income) for
that fiscal year, as deferred stock units. Units are redeemable only
following resignation or retirement and must be redeemed by
December 31st of the year following the year of retirement or resig-
nation. As at October 31, 2001, there were 17,928 units outstanding
(2000 – nil).

Restricted Share Unit Plan (RSU)

Under the RSU Plan, selected senior officers receive a bonus
(which is expensed for the year awarded by the Bank in salaries and
staff benefits in the Consolidated Statement of Income) in the form
of an award of restricted share units. The units vest at the end of
three years, at which time they are paid. As at October 31, 2001, there
were 150,947 units awarded and outstanding (2000 – nil) of which
none were vested.

Qualifying employees can contribute up to the lesser of a speci-
fied percentage of salary and a maximum dollar amount towards the
purchase of common shares of the Bank or deposits with the Bank.
In general, the Bank matches 50% of qualifying contributions which
is expensed in salaries and staff benefits. During 2001, the Bank’s 

contributions totalled $23 million (2000 – $22 million). Contributions,
which are used by the plan trustee to purchase common shares in the
open market, do not result in a subsequent expense to the Bank from
share price appreciation.

c) Other stock-based compensation plans

As at October 31, 2001

Options Outstanding Options Exercisable
Number Weighted Weighted Number Weighted 
of stock average remaining average of stock average

Range of exercise prices options (000’s) contractual life (years) exercise price options (000’s) exercise price

$13.25 to $16.53 2,613 4.2 $ 15.72 2,613 $ 15.72
$26.05 to $35.10 17,677 7.1 $ 30.56 9,238 $ 30.65
$42.05 6,233 9.2 $ 42.05 – $ 42.05

26,523 7.3 $ 31.80 11,851 $ 27.36
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14. Corporate income taxes

Components of income tax provision

For the year ended October 31 ($ millions) 2001 2000

Provision for income taxes in the Consolidated Statement of Income:
Current $ 768 $ 956
Future 108 34

876 990
Provision for future income taxes in the Consolidated Statement of  

Changes in Shareholders’ Equity in respect to unrealized 
foreign currency gains and losses and other (9) 9

Total provision for income taxes $ 867 $ 999

Current income taxes:
Domestic:

Federal $ 247 $ 405
Provincial 152 220

Foreign 369 331

768 956
Future income taxes:

Domestic:
Federal 61 28
Provincial 19 12

Foreign 19 3

99 43

Total income taxes $ 867 $ 999

Reconciliation to statutory rate

Income taxes in the Consolidated Statement of Income vary from the amounts that would be computed by applying the composite
federal and provincial statutory income tax rate for the following reasons:

2001 2000

Percent of Percent of
pre-tax pre-tax

For the year ended October 31 ($ millions) Amount income Amount income

Income taxes at statutory rate $1,309 41.1% $ 1,267 42.5%
Increase (decrease) in income taxes resulting from:

Lower average tax rate applicable to subsidiaries, associated 
corporations, and foreign branches (354) (11.1) (230) (7.7)

Tax-exempt income from securities (107) (3.4) (96) (3.2)
Future income tax effect of substantively enacted tax rate reductions 90 2.8 – –
Other, net (62) (1.9) 49 1.6

Total income taxes and effective tax rate $ 876 27.5% $ 990 33.2%

Future income taxes

The tax-effected temporary differences which result in future income tax assets and (liabilities) are as follows:

As at October 31 ($ millions) 2001 2000

Allowance for credit losses $ 581 $ 623
Deferred income 174 126
Securities 5 141
Premises and equipment (89) (56)
Pension fund (121) (146)
Other 182 234

Net future income taxes $ 732(1) $ 922

(1) Net future income taxes of $732 are represented by future income tax assets of $824, net of future income tax liabilities of $92.

On November 1, 2000, the Bank adopted the asset and liability
method of accounting for corporate income taxes, as established by
the CICA, on a retroactive basis, with no restatement of prior 
periods. In previous periods, the Bank followed the deferral method
of accounting for income taxes, whereby income tax provisions or
recoveries were recorded in the years the income and expense were

recognized for accounting purposes, regardless of when the related
taxes were actually paid or settled. Income tax provisions or recov-
eries were measured at tax rates in effect in the year the differences
originated. An amount of $39 million was charged to opening
retained earnings in fiscal 2001 with an offsetting reduction to the
future income tax asset.
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15. Employee future benefits

Other 
Pension plans benefit plans

For the year ended October 31 ($ millions) 2001 2000 2001

Change in projected benefit obligation 

Projected benefit obligation at beginning of year $ 2,257 $ 2,141 $ –

Adjustment related to adoption of new accounting standard 210 – 455

Cost of benefits earned in the year 77 70 19

Interest cost on projected benefit obligation 176 161 33

Employee contributions 9 7 –

Benefits paid (117) (110) (29)

Actuarial loss (gain) 106 (8) 42

Other 10 (4) 6

Projected benefit obligation at end of year $ 2,728 $ 2,257 $ 526

Change in fair value of assets

Fair value of assets at beginning of year $ 3,406 $ 2,916 $ –

Adjustment related to adoption of new accounting standard 154 – 70

Actual return on assets 87 589 4

Employer contributions 13 9 19

Employee contributions 9 7 –

Benefits paid (117) (110) (18)

Other (4) (5) –

Fair value of assets at end of year $ 3,548(2) $ 3,406(2) $ 75

Funded status

Excess (deficit) of fair value of assets over projected
benefit obligation at end of year $ 820 $ 1,149 $ (451)

Unrecognized net actuarial loss (gain) 301 (797) 48

Unrecognized past service costs 7 62 –

Unrecognized transitional obligation (asset) (641) (10) 354

Valuation allowance (109) (82) –

Other 3 – 7

Prepaid (accrued) benefit expense at end of year $ 381 $ 322 $ (42)

Annual benefit expense

Cost of benefits earned in the year $ 77 $ 70 $ 19

Interest cost on projected benefit obligation 176 161 33

Expected return on assets (280) (198) (5)

Recognition of transitional obligation (asset) (45) (2) 24

Valuation allowance provided against prepaid benefit expense 27 42 –

Other (1) (16) –

Benefit (income) expense $ (46) $ 57 $ 71

Weighted average assumptions (%)

Discount rate at beginning of year 7.00 7.50 7.00

Discount rate at end of year 6.75 7.50 6.75

Assumed long-term rate of return on assets 8.00 7.50 7.50

Rate of increase in future compensation 3.90 4.15 3.90

On November 1, 2000, the Bank adopted the new accounting
standard established by the CICA for employee future benefits.
Employee future benefits include pensions and other retirement ben-
efits, post-employment benefits, compensated absences and 
termination benefits.

The new accounting standard requires the accrual of the Bank’s
expected cost and obligation of providing other retirement benefits
(such as health and dental care costs and life insurance benefits) as the
employees earn the entitlement to the benefits, in a manner similar to
pension costs. In prior years, such costs were charged to income when

paid by the Bank. The new standard also requires the use of current
market interest rates to estimate the present value of future benefit
obligations, whereas in prior years, an estimated long-term interest
rate was used to determine the present value of the pension obligation.

The new accounting standard was adopted on a prospective
basis with a transition date of November 1, 2000. The net transition-
al asset will result in a reduction in benefit expense in the
Consolidated Statement of Income as it is recognized over the esti-
mated average remaining service life of the employees of approxi-
mately 14 to 18 years.

A summary of the Bank’s principal plans is as follows(1):

The assumed health care cost trend used in determining
benefit expense for 2001 is 10%, decreasing 1% per annum to an
ultimate level of 4.5%. The assumed dental care cost trend used
in determining benefit expense for 2001 is 5%, decreasing 0.15%
per annum to an ultimate level 3.5%.

An increase of one percentage point in the health and 

dental cost trends would have increased the 2001 benefit
expense by $3 million and end of year benefit obligation by 
$53 million. 

Included in the pension plans’ projected benefit obligation
at the end of 2001 is $146 million related to supplemental unfunded
retirement arrangements.

(1) Other minor plans operated by certain subsidiaries of the Bank are not considered material and are not included in these disclosures.

(2) The fair value of assets invested in common shares of the Bank totalled $372 (2000 – $308).
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17. Related party transactions

In the ordinary course of business, the Bank provides to its
associated corporations normal banking services on terms similar

to those offered to non-related parties.

16. Net income per common share

On February 1, 2001, the Bank adopted the revised CICA
accounting standard for determining earnings per share. The treasury
stock method is now used for calculating diluted earnings per share.
The Bank has restated comparative diluted per share amounts, which
were not significantly different from those previously reported.

Basic net income per common share is determined by divid-
ing net income available to common shareholders as reported in
the Consolidated Statement of Income by the average daily 

number of common shares outstanding. Diluted net income per
common share reflects the potential dilutive effect of stock
options granted under the Bank’s Stock Option Plans, as deter-
mined under the treasury stock method. 

Convertible preferred shares have not been included in the
calculation of diluted earnings per share since the Bank has the
right to redeem them for cash prior to the conversion date.

18. Segmented results of operations

Scotiabank is a diversified financial services institution that
provides a wide range of financial products and services to retail,
commercial and corporate customers around the world. The Bank
is organized into three main operating segments: Domestic Banking,
International Banking, and Scotia Capital.

Domestic Banking, including Wealth Management, provides a
comprehensive array of retail and commercial banking services
through branch and electronic delivery channels, to individuals and
small to medium-sized businesses in Canada. The retail services
include consumer and mortgage lending, credit and debit card ser-
vices, savings, chequing and retirement deposit products, personal
trust services, retail brokerage, mutual funds and transaction ser-
vices. In addition to credit, commercial clients are provided with
deposit and cash management services.

International Banking supplies retail and commercial banking
services through branches, subsidiaries and foreign affiliates. The
products and services offered are generally the same as those in
Domestic Banking.

Scotia Capital is an integrated corporate and investment bank
which services the credit, capital market and risk management needs
of the Bank’s global relationships with large corporations, financial
institutions and governments. The services provided include: credit

and related products, debt and equity underwriting, foreign
exchange, derivative products, precious and base metals products
and financial advisory services. Also, it conducts trading activities
for its own account and manages the short-term funding of the Bank. 

The Other category represents smaller operating segments,
including Group Treasury and other corporate items which are not
allocated to an operating segment.

The results of these business segments are based upon the
internal financial reporting systems of the Bank. The accounting
policies used in these segments are generally consistent with those
followed in the preparation of the consolidated financial statements
as disclosed in Note 1. The only notable accounting measurement
difference is the grossing up of tax-exempt net interest income to an
equivalent before-tax basis for those affected segments.

Because of the complexity of the Bank, various estimates and
allocation methodologies are used in the preparation of the business
segment financial information. The assets and liabilities are transfer
priced at wholesale market rates, and corporate expenses are allocat-
ed to each segment based on utilization. As well, capital is apportioned
to the business segments on a risk-based methodology. Transactions
between segments are recorded within segment results as if conduct-
ed with a third party and are eliminated on consolidation.

For the year ended October 31, 2001

($ millions) Domestic International Scotia
taxable equivalent basis Banking Banking Capital Other(1) Total

Net interest income $ 3,135 $ 2,020 $ 1,598 $ (553) $ 6,200

Provision for credit losses (283) (250) (754) (138) (1,425)

Other income 1,582 691 1,196 602 4,071

Net interest and other income 4,434 2,461 2,040 (89) 8,846

Amortization of capital assets
and goodwill (139) (76) (22) (58) (295)

Other non-interest expenses       (2,808) (1,594) (962) (3) (5,367)

Income before the undernoted: 1,487 791 1,056 (150) 3,184

Provision for income taxes (527) (200) (370) 221 (876)

Non-controlling interest in 
net income of subsidiaries – (102) – (37) (139)

Net income $ 960 $ 489 $ 686 $ 34 $ 2,169

Total average assets ($ billions) $ 90 $ 47 $ 115 $ 20 $ 272
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For the year ended October 31, 2000

($ millions) Domestic International Scotia
taxable equivalent basis Banking Banking Capital Other(1) Total

Net interest income $ 2,932 $ 1,371 $ 1,385 $ (489) $ 5,199
Provision for credit losses (210) (185) (412) 42 (765)
Other income 1,706 451 1,001 507 3,665

Net interest and other income 4,428 1,637 1,974 60 8,099

Amortization of capital assets
and goodwill (168) (58) (24) (45) (295)

Other non-interest expenses       (2,804) (999) (885) (136) (4,824)

Income before the undernoted: 1,456 580 1,065 (121) 2,980

Provision for income taxes (574) (173) (415) 172 (990)
Non-controlling interest in 

net income of subsidiaries – (43) – (21) (64)

Net income $ 882 $ 364 $ 650 $ 30 $ 1,926

Total average assets ($ billions) $ 89 $ 31 $ 101 $ 18 $ 239

(1) Includes revenues from all other smaller operating segments of $359 in 2001 (2000 – $356), and net income of $210 in 2001 (2000 –

$193). As well, includes corporate adjustments such as the elimination of the tax-exempt income gross-up reported in net interest income

and provision for income taxes, increases in the general provision, differences in the actual amount of costs incurred and charged to the

operating segments, and the impact of securitizations.

The following table summarizes the Bank’s financial results by geographic region. Revenues and expenses which have not been 
allocated back to specific operating business lines are reflected in corporate adjustments.

Geographical Segmentation(1)

For the year ended October 31, 2001 United Other
($ millions) Canada States International Total

Net interest income $ 3,580 $ 721 $ 2,298 $ 6,599

Provision for credit losses (306) (686) (295) (1,287)

Other income 2,383 493 860 3,736

Non-interest expenses (3,488) (297) (1,856) (5,641)

Provision for income taxes (667) (64) (229) (960)

Non-controlling interest in net income of subsidiaries – – (102) (102)

Income $ 1,502 $ 167 $ 676 $ 2,345

Corporate adjustments (176)

Net income $ 2,169

Total average assets ($ billions) $ 152 $ 44 $ 72 $ 268

Corporate adjustments 4

Total average assets, including corporate adjustments $ 272

For the year ended October 31, 2000 United Other
($ millions) Canada States International Total

Net interest income $ 3,282 $ 651 $ 1,588 $ 5,521
Provision for credit losses (243) (308) (256) (807)
Other income 2,407 469 588 3,464
Non-interest expenses (3,455) (287) (1,229) (4,971)
Provision for income taxes (682) (217) (176) (1,075)
Non-controlling interest in net income of subsidiaries – – (43) (43)

Income $ 1,309 $ 308 $ 472 $ 2,089

Corporate adjustments (163)

Net income $ 1,926

Total average assets ($ billions) $ 143 $ 39 $ 54 $ 236

Corporate adjustments 3

Total average assets, including corporate adjustments $ 239

(1) Revenues are attributed to countries based on where services are performed or assets are recorded.
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The table below provides a detailed breakdown of the Bank’s off-balance sheet indirect commitments expressed in terms of the con-
tractual amounts of the related commitment or contract. 

As at October 31 ($ millions) 2001 2000

Guarantees and standby letters of credit $ 11,738 $ 11,228
Documentary and commercial letters of credit 746 771
Commitments to extend credit:

Original term to maturity of one year or less 92,170 84,554
Original term to maturity of more than one year 40,422 43,107

Securities lending 3,090 4,796
Security purchase commitments 825 729

Total off-balance sheet indirect commitments $ 148,991 $ 145,185

b) Lease commitments

Minimum future rental commitments at October 31, 2001, for buildings and equipment under long-term, non-cancellable leases are shown
below. 

For the year ($ millions)

2002 $ 159

2003 138

2004 114

2005 93

2006 72

2007 and thereafter 326

Total $ 902

Building rent expense, net of rental income from subleases, included in the Consolidated Statement of Income was $200 million
(2000 – $179 million).

c) Pledging of assets

In the ordinary course of business, securities and other assets are pledged against liabilities. Details of assets pledged are shown
below:

As at October 31 ($ millions) 2001 2000

Assets pledged to:
Bank of Canada(1) $ 75 $ 73
Foreign governments and central banks(1) 4,663 2,669
Clearing systems, payment systems and depositories(1) 450 328

Assets pledged in relation to exchange-traded derivative transactions 117 40
Assets pledged as collateral related to:

Securities borrowed 6,875 4,015
Obligations related to assets sold under repurchase agreements 30,627 23,792
Call loans 4 89
Over-the-counter derivative transactions 94 59

Total $ 42,905 $ 31,065

(1) Includes assets pledged in order to participate in clearing and payment systems and depositories or to have access to the facilities of cen-

tral banks in foreign jurisdictions.

d) Litigation 
In the ordinary course of business the Bank and its subsidiaries

have legal proceedings brought against them. Management does not
expect the outcome of these proceedings, in aggregate, to have a

material adverse effect on the Bank’s consolidated financial posi-
tion or results of operations.

19. Commitments and contingent liabilities
a) Indirect commitments

In the normal course of business, various indirect commit-
ments are outstanding which are not reflected in the consolidated
financial statements. These may include:

– Guarantees and standby letters of credit which represent
an irrevocable obligation to pay a third party when a cus-
tomer does not meet its contractual financial or perfor-
mance obligations.

– Documentary and commercial letters of credit which
require the Bank to honour drafts presented by a third
party when specific activities are completed.

– Commitments to extend credit which represent under-
takings to make credit available in the form of loans or

other financings for specific amounts and maturities, sub-
ject to specific conditions.

– Securities lending transactions under which the Bank,
acting as principal or agent, agrees to lend securities to a
borrower. The borrower must fully collateralize the secu-
rity loan at all times. 

– Security purchase commitments which require the Bank
to fund future investments.

These financial instruments are subject to normal credit stan-
dards, financial controls and monitoring procedures.
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20. Financial instruments
a) Fair value

Fair value amounts represent estimates of the consideration
that would currently be agreed upon between knowledgeable, will-
ing parties who are under no compulsion to act and is best evi-
denced by a quoted market price, if one exists. Many of the Bank’s
financial instruments lack an available trading market. Therefore,
these instruments have been valued using present value or other
valuation techniques and may not necessarily be indicative of the
amounts realizable in an immediate settlement of the instruments.
In addition, the calculation of estimated fair value is based on mar-

ket conditions at a specific point in time and may not be reflective
of future fair values.

Changes in interest rates are the main cause of changes in the
fair value of the Bank’s financial instruments. The majority of the
Bank’s financial instruments are carried at historical cost and are
not adjusted to reflect increases or decreases in fair value due to
market fluctuations, including those due to interest rate changes.
For those financial instruments held for trading purposes, the car-
rying value is adjusted regularly to reflect the fair value. 

The following table sets out the fair values of on-balance sheet financial instruments and derivative instruments of the Bank using the
valuation methods and assumptions described below. The fair values disclosed do not reflect the value of assets and liabilities that are not
considered financial instruments, such as land, buildings and equipment.

Determination of fair value

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

The fair values of cash resources, assets purchased under
resale agreements, customers’ liability under acceptances, other
assets, obligations related to assets sold under repurchase 
agreements, acceptances and other liabilities are assumed to
approximate their carrying values, due to their short-term nature.

The fair value of securities is assumed to be equal to the 
estimated market value of securities provided in Note 3. The fair
value of obligations related to securities sold short is assumed to be
equal to their book value as they are carried at market value. These 
market values are based on quoted prices, when available. When a
quoted price is not readily available, market values are 
estimated using quoted market prices of similar securities, or other
valuation techniques.

2001 2000

Total Total Favourable/ Total Total Favourable/
fair book (Unfavour- fair book (Unfavour-

As at October 31 ($ millions) value value able) value value able)

Assets:
Cash resources $ 20,160 $ 20,160 $ – $ 18,744 $ 18,744 $ –
Securities 54,242 53,284 958(1) 42,507 41,386 1,121 (1)

Loans 177,195 175,432 1,763 166,494 166,903 (409)
Customers’ liability under 

acceptances 9,301 9,301 – 8,807 8,807 –
Other 4,359 4,359 – 3,780 3,780 –

Liabilities:
Deposits 187,570 186,195 (1,375) 174,633 173,900 (733)
Acceptances 9,301 9,301 – 8,807 8,807 –
Obligations related to 

assets sold under 
repurchase agreements 30,627 30,627 – 23,792 23,792 –

Obligations related to  
securities sold short 6,442 6,442 – 4,297 4,297 –

Other 13,938 13,938 – 13,364 13,364 –
Subordinated debentures 5,555 5,344 (211) 5,293 5,370 77

Derivatives (Note 21) 945 987(2) (42) 779 596 (2) 183

(1) This excludes deferred realized hedge losses on securities of $283 (2000 – $252).

(2) This amount represents a net asset.

The book value of financial assets and financial liabilities held for purposes other than trading may exceed their fair value due primari-
ly to changes in interest rates. In such instances, the Bank does not reduce the book value of these financial assets and financial liabilities to
their fair value as it is the Bank’s intention to hold them to maturity.
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The estimated fair value of loans reflects changes in the general
level of interest rates that have occurred since the loans were orig-
inated. The particular valuation methods used are as follows:

– For loans to designated emerging markets, fair value is
based on quoted market prices.

– For floating rate loans, fair value is assumed to be equal to
book value as the interest rates on these loans automatical-
ly reprice to market.

– For all other loans, fair value is determined by discounting
the expected future cash flows of these loans at market
rates for loans with similar terms and risks.

The fair values of deposits payable on demand or after notice
or floating rate deposits payable on a fixed date are assumed to be
equal to their carrying values. The estimated fair values of fixed rate
deposits payable on a fixed date are determined by discounting the
contractual cash flows, using market interest rates currently
offered for deposits with similar terms and risks.

The fair values of subordinated debentures and liabilities 
of subsidiaries, other than deposits (included in other liabilities),
are determined by reference to current market prices for debt with
similar terms and risks.

b) Interest rate risk

The following table summarizes carrying amounts of balance sheet assets, liabilities and equity, and off-balance sheet financial
instruments in order to arrive at the Bank’s interest rate gap based on the earlier of contractual repricing or maturity dates. To arrive at
the Bank’s view of its effective interest rate gap, adjustments are made to factor in expected mortgage and loan repayments based on
historical patterns, and to reclassify the Bank’s trading instruments to the immediately rate sensitive category.

As at October 31, 2001 Immediately Within Three to One to Over Non-rate
($ millions) rate sensitive(1) 3 months 12 months 5 years 5 years sensitive Total

Cash resources $ 2,165 $ 12,056 $ 2,334 $ 124 $ – $ 3,481 $ 20,160
Investment securities 2,388 2,374 2,311 6,769 7,498 4,110(2) 25,450
Trading securities 136 6,128 877 5,792 3,930 10,971 27,834
Loans 33,125 68,757 24,511 46,308 2,472 259(3) 175,432
Other assets – – – – – 35,549(4) 35,549

Total assets 37,814 89,315 30,033 58,993 13,900 54,370 284,425

Deposits 15,818 105,250 32,949 19,602 145 12,431 186,195
Obligations related to assets

sold under repurchase agreements – 26,132 4,495 – – – 30,627
Obligations related to

securities sold short – 482 307 1,370 3,063 1,220 6,442
Subordinated debentures – 350 1,434 1,413 2,147 – 5,344
Other liabilities – – – – – 41,209(4) 41,209
Shareholders’ equity – – – – – 14,608(4) 14,608

Total liabilities and 
shareholders’ equity 15,818 132,214 39,185 22,385 5,355 69,468 284,425

On-balance sheet gap 21,996 (42,899) (9,152) 36,608 8,545 (15,098) –

Off-balance sheet gap – 2,296 (2,208) (2,717) 2,629 – –
Interest rate sensitivity gap based  

on contractual repricing 21,996 (40,603) (11,360) 33,891 11,174 (15,098) –

Adjustment to expected repricing (5,414) 10,607 10,048 (7,972) (3,756) (3,513) –

Total interest rate sensitivity gap $ 16,582 $(29,996) $ (1,312) $ 25,919 $ 7,418 $ (18,611) $ –

Cumulative gap 16,582 (13,414) (14,726) 11,193 18,611 – –

As at October 31, 2000

Total interest rate sensitivity gap $ 29,525 $ (31,184) $ (4,041) $ 18,654 $ 5,424 $ (18,378) $ –

Cumulative gap 29,525 (1,659) (5,700) 12,954 18,378 – –

(1) Represents those financial instruments whose interest rates change concurrently with a change in the underlying interest rate basis, for

example, prime rate loans.

(2) This includes financial instruments such as common shares, non-term preferred shares, and shares in associated corporations.

(3) This includes impaired loans.

(4) This includes non-financial instruments.

The tables on the following page summarize average effective yields, by the earlier of the contractual repricing or maturity dates, for the
following on-balance sheet rate-sensitive financial instruments (these rates are shown before and after adjusting for the impact of related
derivatives used by the Bank for asset/liability risk management purposes).
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Average effective yields by the earlier of the contractual repricing or maturity dates:

Unadjusted
Immediately Within Three to One to Over Adjusted

As at October 31, 2001 rate sensitive 3 months 12 months 5 years 5 years Total total(1)

Cash resources 4.1% 4.5% 4.4% 3.6% –% 4.4% 4.4%

Investment securities(2) 8.7 5.3 8.0 7.8 6.7 7.3 7.2

Trading securities 8.3 8.3 2.6 4.9 6.0 6.3 6.3

Loans(3) 8.4 5.4 6.4 7.4 7.8 6.7 6.7

Deposits(4) 3.2 3.8 4.2 5.3 5.3 4.0 4.0

Obligations related to 
assets sold under 
repurchase agreements(4) – 5.1 4.1 – – 5.0 5.0

Obligations related to 
securities sold short – 2.5 2.2 3.3 5.2 4.3 4.3

Subordinated debentures(4) – 6.0 5.7 6.4 6.5 6.2 4.8

Unadjusted
Immediately Within Three to One to Over Adjusted

As at October 31, 2000 rate sensitive 3 months 12 months 5 years 5 years Total total(1)

Cash resources 6.0% 5.7% 5.4% 6.8% –% 5.7% 5.7%
Investment securities(2) 7.4 8.4 7.1 7.0 6.0 6.9 6.8
Trading securities 6.6 6.1 6.9 6.7 6.7 6.6 6.6
Loans(3) 9.0 7.6 7.7 7.2 8.8 7.8 7.8

Deposits(4) 5.1 5.7 5.8 5.6 5.8 5.7 5.7
Obligations related to

assets sold under 
repurchase agreements(4) – 6.0 6.0 – – 6.0 6.0

Obligations related to 
securities sold short – 5.6 5.9 6.0 6.2 6.1 6.1

Subordinated debentures(4) – – 7.6 6.2 6.7 6.5 6.4

(1) After adjusting for the impact of related derivatives.

(2) Yields are based on book values, net of the related country risk provision, and contractual interest or stated dividend rates adjusted for 

amortization of premiums and discounts. Yields on tax-exempt securities have not been computed on a taxable equivalent basis.

(3) Yields are based on book values, net of allowance for credit losses, and contractual interest rates, adjusted for the amortization of any

deferred income.

(4) Yields are based on book values and contractual interest rates.

c) Credit exposure

The following table summarizes the credit exposure of the Bank to businesses and governments by sector:

2001 2000
Guarantees

Loans and and letters Derivative
As at September 30 ($ millions) acceptances(1) of credit instruments(2) Total Total

Primary industry and manufacturing $ 29,271 $ 3,806 $ 1,400 $ 34,477 $ 33,012
Commercial and merchandising 30,375 3,202 386 33,963 31,851
Real estate 3,520 419 62 4,001 4,934
Transportation, communication and utilities 15,201 1,830 785 17,816 16,406
Banks and other financial services 6,338 2,189 14,038 22,565 16,939
Foreign governments and central banks 1,434 614 73 2,121 718
Canadian governments 358 39 1,338 1,735 1,651

Total $ 86,497 $ 12,099 $ 18,082 $ 116,678 $ 105,511

General provision(2)(3) 1,399 1,210

$ 115,279 $ 104,301

(1) Excludes assets purchased under resale agreements.

(2) Derivative instruments and general provision are as at October 31.

(3) The remaining $76 (2000 – $90) of the $1,475 (2000 – $1,300) general provision is allocated against loans other than business and 

government loans.
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d) Anticipatory hedges

In its normal course of business, the Bank may decide to hedge
anticipatory transactions such as future foreign revenues and

expenses and planned deposit campaigns. As at October 31, 2001,
and 2000, there were no material anticipatory hedges outstanding.

21. Derivative instruments
a) Notional amounts

The following table provides the aggregate notional amounts of off-balance sheet derivative instruments outstanding by type and segre-
gated between those used by the Bank in its dealer capacity (Trading) and those used in the Bank’s asset/liability risk management process
(ALM). The notional amounts of these contracts represent the derivatives volume outstanding and do not represent the potential gain or loss
associated with the market risk or credit risk of such instruments. The notional amounts represent the amount to which a rate or price is
applied to determine the amount of cash flows to be exchanged. Other derivative contracts include equity, precious metals other than gold,
base metals and credit derivatives.

2001 2000

As at October 31 ($ millions) Trading ALM Total Trading ALM Total

Interest rate contracts

Exchange-traded:
Futures $ 75,455 $ 12,703 $ 88,158 $ 65,557 $ 24,440 $ 89,997
Options purchased 4,389 – 4,389 8,491 – 8,491
Options written 1,324 – 1,324 670 – 670

81,168 12,703 93,871 74,718 24,440 99,158
Over-the-counter:

Forward rate agreements 80,279 24,226 104,505 61,900 69,435 131,335
Swaps 423,261 90,824 514,085 365,407 86,348 451,755
Options purchased 43,981 2,369 46,350 59,984 7,596 67,580
Options written 55,444 704 56,148 67,989 285 68,274

602,965 118,123 721,088 555,280 163,664 718,944

Total $ 684,133 $ 130,826 $ 814,959 $ 629,998 $ 188,104 $ 818,102

Foreign exchange and gold contracts

Exchange-traded:
Futures $ 2,136 $ – $ 2,136 $ 1,216 $ – $ 1,216
Options purchased 77 – 77 149 – 149
Options written 96 – 96 325 – 325

2,309 – 2,309 1,690 – 1,690

Over-the-counter:
Spot and forwards 197,263 4,799 202,062 155,563 3,397 158,960
Swaps 39,261 10,936 50,197 32,586 9,450 42,036
Options purchased 4,597 – 4,597 5,706 – 5,706
Options written 4,464 – 4,464 5,464 – 5,464

245,585 15,735 261,320 199,319 12,847 212,166

Total $ 247,894 $ 15,735 $ 263,629 $ 201,009 $ 12,847 $ 213,856

Other derivative contracts

Exchange-traded $ 4,512 $ – $ 4,512 $ 6,103 $ – $ 6,103
Over-the-counter 17,142 4,723 21,865 16,746 2,990 19,736

Total $ 21,654 $ 4,723 $ 26,377 $ 22,849 $ 2,990 $ 25,839

Total notional amounts
outstanding $ 953,681 $ 151,284 $ 1,104,965 $ 853,856 $ 203,941 $ 1,057,797
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b) Remaining term to maturity

The following table summarizes the remaining term to maturity of the notional amounts of the Bank’s derivative instruments by type:

Within One to Over
As at October 31, 2001 ($ millions) 1 year 5 years 5 years Total

Interest rate contracts

Futures $ 55,371 $ 32,787 $ – $ 88,158

Forward rate agreements 101,242 3,263 – 104,505

Swaps 229,343 223,013 61,729 514,085

Options purchased 23,019 24,661 3,059 50,739

Options written 22,880 31,113 3,479 57,472

431,855 314,837 68,267 814,959

Foreign exchange and gold contracts

Futures 1,648 488 – 2,136

Spot and forwards 188,396 13,064 602 202,062

Swaps 11,414 25,975 12,808 50,197

Options purchased 3,159 1,515 – 4,674

Options written 3,072 1,488 – 4,560

207,689 42,530 13,410 263,629

Other derivative contracts 17,271 8,521 585 26,377

Total $ 656,815 $ 365,888 $ 82,262 $ 1,104,965

Within One to Over
As at October 31, 2000 ($ millions) 1 year 5 years 5 years Total

Interest rate contracts

Futures $ 58,498 $ 31,499 $ – $ 89,997
Forward rate agreements 127,590 3,745 – 131,335
Swaps 199,665 201,249 50,841 451,755
Options purchased 53,914 19,036 3,121 76,071
Options written 39,909 25,897 3,138 68,944

479,576 281,426 57,100 818,102

Foreign exchange and gold contracts

Futures 541 675 – 1,216
Spot and forwards 146,172 11,985 803 158,960
Swaps 11,420 23,837 6,779 42,036
Options purchased 4,066 1,789 – 5,855
Options written 4,358 1,431 – 5,789

166,557 39,717 7,582 213,856

Other derivative contracts 20,610 4,645 584 25,839

Total $ 666,743 $ 325,788 $ 65,266 $ 1,057,797
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c) Credit risk

As with on-balance sheet assets, derivative instruments are
subject to credit risk. Credit risk arises from the possibility that
counterparties may default on their obligations to the Bank.
However, whereas the credit risk of on-balance sheet assets is rep-
resented by the principal amount net of any applicable allowance
for credit losses, the credit risk associated with derivatives is nor-
mally a small fraction of the notional amount of the derivative
instrument. Derivative contracts expose the Bank to credit loss only
if changes in market rates affect a counterparty’s position
unfavourably and the counterparty defaults on payment.
Accordingly, credit risk of derivatives is represented by the positive
fair value of the instrument.

Negotiated over-the-counter derivatives often present greater
credit exposure than exchange-traded contracts. The net change in

the exchange-traded contracts is normally settled daily in cash with
the exchange. Holders of these contracts look to the exchange for
performance under the contract. 

The Bank strives to limit credit risk by dealing with 
counterparties that it believes are creditworthy, and manages its
credit risk for derivatives through the same credit risk process
applied to on-balance sheet assets.

The Bank pursues opportunities to reduce its exposure to
credit losses on derivative instruments. These opportunities include
entering into master netting arrangements with counterparties. The
credit risk associated with favourable contracts is eliminated by a
master netting arrangement to the extent that unfavourable con-
tracts with the same counterparty are not settled before favourable
contracts. 

The following table summarizes the credit exposure of the Bank’s derivatives. The credit risk amount (CRA) represents the estimated
replacement cost, or positive fair value, for all contracts without taking into account any master netting or collateral arrangements that have
been made. The CRA does not reflect actual or expected losses.

The credit equivalent amount (CEA) is the CRA plus an add-on for potential future exposure. The add-on amount is based on a formula
prescribed in the Capital Adequacy Guideline of the Superintendent. The risk-weighted balance is the CEA multiplied by counterparty risk
factors prescribed by this Guideline.

2001 2000

Credit
Credit risk Potential equivalent Risk- Credit risk Risk-

Notional amount future amount weighted amount weighted
amount (CRA) exposure (CEA) balance (CRA) balance

As at October 31 ($ millions) (a) (b)    (a) + (b)

Interest rate contracts

Futures $ 88,158 $ – $ – $ – $ – $ – $ –
Forward rate agreements 104,505 155 16 171 32 46 13
Swaps 514,085 11,882 2,041 13,923 3,325 4,637 1,369
Options purchased 50,739 737 169 906 220 251 91
Options written 57,472 – – – – – –

814,959 12,774 2,226 15,000 3,577 4,934 1,473

Foreign exchange and gold contracts

Futures 2,136 – – – – – –
Spot and forwards 202,062 2,516 2,438 4,954 1,523 2,502 1,356
Swaps 50,197 1,637 2,336 3,973 906 1,173 564
Options purchased 4,674 178 108 286 106 156 101
Options written 4,560 – – – – – –

263,629 4,331 4,882 9,213 2,535 3,831 2,021

Other derivative contracts 26,377 977 1,789 2,766 879 1,292 839

Total derivatives $ 1,104,965 $ 18,082 $ 8,897 $ 26,979 $ 6,991 $ 10,057 $ 4,333

Less: impact of master netting agreements 10,030 2,857 12,887 2,806 3,862 1,214

Total $ 8,052 $ 6,040 $ 14,092 $ 4,185 $ 6,195 $ 3,119
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d) Fair value

Fair values of exchange-traded derivatives are based on quoted
market prices. Fair values of over-the-counter (OTC) derivatives are
determined using pricing models, which take into account current
market and contractual prices of the underlying instruments, as well
as time value and yield curve or volatility factors underlying the
positions.

Trading derivatives are subject to a further valuation adjust-
ment, determined on a portfolio basis, to cover future risks and
related costs.

The following table summarizes the fair value of derivatives segregated by type and segregated between trading and those derivatives
used in the Bank’s asset/liability risk management process (ALM).

2001 2001 2000

Average fair value(1) Year-end fair value Year-end fair value

As at October 31 ($ millions) Favourable Unfavourable Favourable Unfavourable Favourable Unfavourable

Trading

Interest rate contracts

Forward rate agreements $ 58 $ 55 $ 127 $ 100 $ 24 $ 28
Swaps 5,731 5,167 10,323 9,555 3,551 3,151
Options 470 513 736 884 246 288

6,259 5,735 11,186 10,539 3,821 3,467
Foreign exchange and gold contracts

Forwards 2,555 2,212 2,492 2,075 2,472 2,095
Swaps 1,010 1,958 1,141 2,157 945 1,884
Options 162 155 178 157 156 160

3,727 4,325 3,811 4,389 3,573 4,139

Other derivative contracts 659 889 889 525 850 1,109

Total fair value – trading $ 10,645 $ 10,949 $ 15,886 $ 15,453 $ 8,244 $ 8,715

ALM(2)

Interest rate contracts

Forward rate agreements $ 28 $ 53 $ 22 $ 36
Swaps 1,559 1,254 1,086 344
Options 1 18 5 2

1,588 1,325 1,113 382
Foreign exchange and gold contracts

Forwards 24 19 30 19
Swaps 496 331 228 129
Options – – – –

520 350 258 148

Other derivative contracts 88 9 442 33

Total fair value – ALM $ 2,196 $ 1,684 $ 1,813 $ 563

Total gross fair values before netting $ 18,082 $ 17,137 $ 10,057 $ 9,278

Less: impact of master netting agreements 10,030 10,030 3,862 3,862

Total $ 8,052 $ 7,107 $ 6,195 $ 5,416

(1) The average fair value of trading derivative financial instruments for the year ended October 31, 2000 was: favourable $7,763 and

unfavourable $8,135. Average fair value amounts are based on month-end balances.

(2) The fair values of these derivative financial instruments wholly or partially offset the changes in fair values of related on-balance sheet

financial instruments.
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22. Acquisition of subsidiaries 
a) Grupo Financiero Scotiabank Inverlat, Mexico

On November 30, 2000, the Bank increased its voting ownership
in Grupo Financiero Scotiabank Inverlat (Inverlat) in Mexico from
10% to 55%. The purchase price for the additional 45% was US$184
million, comprised of the conversion of debentures of US$144 mil-
lion purchased in 1996, and a US$40 million cash payment by the
Bank. The total purchase price for the entire 55% was US$215 million

($320 million). Inverlat is comprised of three main operating compa-
nies: a full-service bank, a brokerage house and a foreign exchange
operation. The results of Inverlat have been included in the Bank’s
income since acquisition. This acquisition was accounted 
for using the purchase method. 

This acquisition is summarized in the table below:

($ millions)

Identifiable assets acquired:
Cash and deposits with other banks $ 1,812
Securities 3,322
Loans 5,800
Assets purchased under resale agreements 4,749
Intangible assets 18
Other assets 1,196

$ 16,897

Less liabilities assumed:
Deposits $ 8,059
Obligations related to assets sold under repurchase agreements 7,435
Other liabilities 858
Non-controlling interests in subsidiary 303

16,655

Net identifiable assets acquired 242
Goodwill 78

Total purchase consideration $ 320

During 2000, the Bank increased its voting ownership in
Scotiabank Sud Americano in Chile from 28% to 88%. This occurred
in two stages, with the Bank purchasing 33% on December 15, 1999,
for  cash of US$112 million, and a further 27% for cash of US$79 mil-
lion on October 6, 2000. These acquisitions were accounted for
using the purchase method. The Bank recorded goodwill of $160
million. The results of Scotiabank Sud Americano’s operations since

December 16, 1999, have been consolidated with the Bank’s income,
less the appropriate non-controlling interest in the net income. The
total assets of Scotiabank Sud Americano as at December 15, 1999,
were $3.5 billion.

The Bank purchased a further 10% for cash of US$28 million on
November 17, 2000, bringing the Bank’s total voting ownership 
to 98%.

b) Scotiabank Sud Americano, Chile



As at October 31, 2001 ($ millions) Principal office Carrying value of shares

CANADIAN

BNS Capital Trust Toronto, Ontario $ 128

BNS Investments Inc. Toronto, Ontario $ 4,232
The Bank of Nova Scotia Properties Inc. Toronto, Ontario
e-Scotia Commerce Holdings Limited Toronto, Ontario
Montreal Trust Company Montreal, Quebec
Montreal Trust Company of Canada Montreal, Quebec
MontroServices Corporation Montreal, Quebec
Scotia Merchant Capital Corporation Toronto, Ontario

The Mortgage Insurance Company of Canada Toronto, Ontario $ 368

National Trustco Inc. Toronto, Ontario $ 776
The Bank of Nova Scotia Trust Company Toronto, Ontario
National Trust Company Toronto, Ontario

Victoria and Grey Mortgage Corporation Toronto, Ontario

RoyNat Inc. Toronto, Ontario $ 30

Scotia Cassels Investment Counsel Limited Toronto, Ontario $ 31

Scotia Life Insurance Company Toronto, Ontario $ 37

Scotia Mortgage Corporation Toronto, Ontario $ 297

Scotia Mortgage Investment Corporation St. John’s, Newfoundland $ 64

Scotia Securities Inc. Toronto, Ontario $ 365
Scotia Discount Brokerage Inc. Toronto, Ontario

ScotiaMcLeod Corporation Toronto, Ontario $ 104
Scotia Capital Inc. Toronto, Ontario

INTERNATIONAL

The Bank of Nova Scotia Berhad Kuala Lumpur, Malaysia $ 121

The Bank of Nova Scotia International Limited Nassau, Bahamas $ 6,189
BNS International (Barbados) Limited Warrens, Barbados
BNS Pacific Limited Port Louis, Mauritius
The Bank of Nova Scotia Asia Limited Singapore
The Bank of Nova Scotia Channel Islands Limited Jersey, Channel Islands
The Bank of Nova Scotia Trust Company (Bahamas) Limited Nassau, Bahamas

The Bank of Nova Scotia Trust Company (Cayman) Limited Grand Cayman, Cayman Islands
Scotiatrust (Uruguay), I.F.E., S.A. Montevideo, Uruguay

Scotia Insurance (Barbados) Limited Warrens, Barbados
Scotia Subsidiaries Limited Nassau, Bahamas

Scotiabank (Bahamas) Limited Nassau, Bahamas
Scotiabank (British Virgin Islands) Limited Road Town, Tortola, B.V.I.
Scotiabank (Cayman Islands) Ltd. Grand Cayman, Cayman Islands

Scotiabank (Ireland) Limited Dublin, Ireland

The Bank of Nova Scotia Jamaica Limited (70%) Kingston, Jamaica $ 239

Grupo Financiero Scotiabank Inverlat, S.A. de C.V. (55%) Mexico, D.F., Mexico $ 407

Nova Scotia Inversiones Limitada Santiago, Chile $ 333
Scotiabank Sud Americano, S.A. (98%) Santiago, Chile

Scotia Capital (USA) Inc. New York, New York (2)

Scotia Holdings (US) Inc. Atlanta, Georgia (3)

The Bank of Nova Scotia Trust Company of New York New York, New York
Scotia International Inc. New York, New York
Scotiabanc Inc. Atlanta, Georgia

Scotia International Limited Nassau, Bahamas $ 703
Corporacion Mercaban de Costa Rica, S.A. (80%)(4) San Jose, Costa Rica
Scotia Mercantile Bank (91%)(4) Grand Cayman, Cayman Islands
Scotiabank Anguilla Limited The Valley, Anguilla
Scotiabank Quilmes, S.A. Buenos Aires, Argentina

Scotiabank de Puerto Rico Hato Rey, Puerto Rico $ 257

Scotiabank El Salvador, S.A. San Salvador, El Salvador $ 57

Scotiabank Europe plc London, England $ 1,812

Scotiabank Trinidad & Tobago Limited (47%)(5) Port of Spain, Trinidad $ 81

ScotiaMocatta Limited London, England $ 17

(1) The Bank owns 100% of the outstanding voting shares of each subsidiary unless otherwise noted. The listing includes major operating subsidiaries only.

(2) The carrying value of this subsidiary is included with that of its parent, Scotia Capital Inc.

(3) The carrying value of this subsidiary is included with that of its parent, BNS Investments Inc. 

(4) Subsequent to year-end, the Bank increased its ownership to 100%.

(5) Associated corporation effectively controlled by the Bank.
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PRINCIPAL SUBSIDIARIES (1)
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ELEVEN-YEAR STATISTICAL REVIEW

As at October 31 ($ millions) 2001 2000 1999 1998

Assets
Cash resources $ 20,160 $ 18,744 $ 17,115 $ 22,900

Securities

Investment 25,450 19,565 20,030 17,392
Trading 27,834 21,821 13,939 12,108

53,284 41,386 33,969 29,500
Loans

Residential mortgages 52,278 49,994 47,861 45,818
Personal and credit cards 19,804 17,704 16,396 18,574
Business and governments 75,850 75,646 67,681 74,901
Assets purchased under resale agreements 27,500 23,559 13,921 11,189

175,432 166,903 145,859 150,482
Other

Customers’ liability under acceptances 9,301 8,807 9,163 8,888
Land, buildings and equipment 2,325 1,631 1,681 1,759
Trading derivatives’ market valuation 15,886 8,244 8,039 13,675
Other assets 8,037 7,456 6,865 6,384

35,549 26,138 25,748 30,706

$ 284,425 $ 253,171 $ 222,691 $ 233,588
Liabilities and shareholders’ equity
Deposits

Personal $ 75,573 $ 68,972 $ 65,715 $ 62,656
Business and governments 80,810 76,980 64,070 70,779
Banks 29,812 27,948 26,833 32,925

186,195 173,900 156,618 166,360

Other

Acceptances 9,301 8,807 9,163 8,888
Obligations related to assets sold under repurchase 

agreements 30,627 23,792 16,781 14,603
Obligations related to securities sold short 6,442 4,297 2,833 3,121
Trading derivatives’ market valuation 15,453 8,715 8,651 14,360
Other liabilities 15,369 14,586 11,667 9,787
Non-controlling interest in subsidiaries 1,086 729 198 173

78,278 60,926 49,293 50,932

Subordinated debentures 5,344 5,370 5,374 5,482

Shareholders’ equity

Capital stock
Preferred shares 1,775 1,775 1,775 1,775
Common shares 2,920 2,765 2,678 2,625

Retained earnings 9,913 8,435 6,953 6,414

14,608 12,975 11,406 10,814

$ 284,425 $ 253,171 $ 222,691 $ 233,588

(1) Pre-1996 comparative amounts have not been restated to reflect the reporting of trading derivatives’ market valuation on a gross basis, as

they were not reasonably determinable.
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CONSOLIDATED BALANCE SHEET

1997 1996 1995(1) 1994 1993 1992 1991

$ 18,174 $ 14,737 $ 16,728 $ 11,388 $ 8,634 $ 8,337 $ 7,022

17,091 15,835 13,820 17,093 10,894 9,417 6,429
10,908 10,070 8,154 8,473 6,944 4,811 4,112

27,999 25,905 21,974 25,566 17,838 14,228 10,541

41,647 30,653 28,581 26,767 18,600 16,703 14,596
17,668 16,718 15,274 13,372 11,599 11,113 11,601
57,904 48,953 45,554 42,336 37,399 38,530 34,628

8,520 9,112 8,378 4,304 4,606 1,706 1,306

125,739 105,436 97,787 86,779 72,204 68,052 62,131

7,575 5,945 5,563 4,796 3,921 3,726 5,380
1,716 1,523 1,485 1,200 1,099 1,110 1,043
8,925 8,978 – – – – –
5,025 2,777 3,652 3,199 2,814 1,924 2,038

23,241 19,223 10,700 9,195 7,834 6,760 8,461

$ 195,153 $ 165,301 $ 147,189 $ 132,928 $ 106,510 $ 97,377 $ 88,155

$ 59,239 $ 47,768 $ 45,538 $ 42,431 $ 31,288 $ 29,058 $ 27,539
56,928 44,981 41,747 35,660 30,009 30,902 25,000
22,808 25,145 24,060 21,664 16,451 16,667 15,294

138,975 117,894 111,345 99,755 77,748 76,627 67,833

7,575 5,945 5,563 4,796 3,921 3,726 5,380

11,559 7,894 7,354 5,798 4,926 2,574 1,986
3,739 6,509 5,416 5,989 4,191 2,779 1,953
8,872 8,571 – – – – –
9,731 7,387 6,809 7,158 6,608 4,413 4,471

137 101 133 175 56 51 17

41,613 36,407 25,275 23,916 19,702 13,543 13,807

5,167 3,251 3,249 3,016 3,156 2,128 1,979

1,468 1,325 1,575 1,100 1,300 1,000 1,000
2,567 2,161 1,994 1,839 1,429 1,308 1,201
5,363 4,263 3,751 3,302 3,175 2,771 2,335

9,398 7,749 7,320 6,241 5,904 5,079 4,536

$ 195,153 $ 165,301 $ 147,189 $ 132,928 $ 106,510 $ 97,377 $ 88,155
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ELEVEN-YEAR STATISTICAL REVIEW

For the year ended October 31

($ millions except per share amounts) 2001 2000 1999(1) 1998

Interest income
Loans $ 13,049 $ 12,129 $ 10,654 $ 10,269
Securities 3,062 2,286 1,874 1,815
Deposits with banks 872 916 943 1,007

16,983 15,331 13,471 13,091
Interest expense
Deposits 8,233 8,192 7,284 7,303
Subordinated debentures 303 324 314 354
Other 2,247 1,616 1,201 1,057

10,783 10,132 8,799 8,714

Net interest income 6,200 5,199 4,672 4,377
Provision for credit losses 1,425 765 635 595

Net interest income after provision for credit losses 4,775 4,434 4,037 3,782

Other income 4,071 3,665 3,183 2,858

Net interest and other income 8,846 8,099 7,220 6,640

Non-interest expenses
Salaries and staff benefits 3,220 2,944 2,627 2,501
Premises and technology 1,133 995 1,007 958
Communications and marketing 502 428 407 366
Other 807 786 735 621
Restructuring provisions following acquisitions – (34) (20) –
Write off of goodwill – – – –

5,662 5,119 4,756 4,446

Income before the undernoted 3,184 2,980 2,464 2,194

Provision for income taxes 876 990 867 762
Non-controlling interest in net income of subsidiaries 139 64 46 38

Net income $ 2,169 $ 1,926 $ 1,551 $ 1,394

Preferred dividends paid 108 108 108 97

Net income available to common shareholders $ 2,061 $ 1,818 $ 1,443 $ 1,297

Average number of common shares outstanding (000’s)(3):
Basic 500,619 495,472 493,136 490,914
Diluted 508,995 501,253 498,090 496,697

Net income per common share(3):
Basic $ 4.12 $ 3.67 $ 2.93 $ 2.64
Diluted $ 4.05 $ 3.63 $ 2.90 $ 2.61

Dividends per common share(3) $ 1.24 $ 1.00 $ 0.87 $ 0.80

(1) These financial results were prepared in accordance with Canadian generally accepted accounting principles (GAAP), including the

accounting requirements of the Superintendent of Financial Institutions Canada, other than recording the increase in the general 

provision for credit losses as a direct charge to retained earnings in the fourth quarter of 1999, which was in accordance with the account-

ing requirements specified by the Superintendent of Financial Institutions Canada under the Bank Act. Had the one-time increase in the 

general provision been recorded as a charge to the Consolidated  Statement of Income, these financial results would have been as follows:

provision for credit losses $1,185, net income $1,237, basic earnings per share $2.29 and diluted earnings per share $2.26.

(2) Amounts have not been restated to reflect the reclassification of gains and losses on securities from interest income to other income, as

they were not reasonably determinable.

(3) Amounts have been retroactively adjusted to reflect the two-for-one stock split on February 12, 1998.
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CONSOLIDATED STATEMENT OF INCOME

1997 1996 1995 1994 1993 1992 1991(2)

$ 8,082 $ 7,881 $ 8,007 $ 6,090 $ 5,382 $ 5,729 $ 6,650
1,636 1,757 1,991 1,287 1,243 1,201 1,299

770 740 597 391 313 357 484

10,488 10,378 10,595 7,768 6,938 7,287 8,433

5,714 5,969 6,166 4,149 3,706 4,191 5,287
260 214 209 172 133 134 166
797 841 1,046 487 434 374 462

6,771 7,024 7,421 4,808 4,273 4,699 5,915

3,717 3,354 3,174 2,960 2,665 2,588 2,518
35 380 560 567 465 449 374

3,682 2,974 2,614 2,393 2,200 2,139 2,144

2,683 2,008 1,498 1,606 1,380 1,197 883

6,365 4,982 4,112 3,999 3,580 3,336 3,027

2,202 1,910 1,652 1,583 1,399 1,270 1,176
778 664 588 533 481 461 421
320 272 265 230 207 191 184
483 391 339 348 276 252 215
250 (20) – 175 – – –

26 – – 162 – – –

4,059 3,217 2,844 3,031 2,363 2,174 1,996

2,306 1,765 1,268 968 1,217 1,162 1,031

758 665 371 455 490 475 391
34 31 21 31 13 11 7

$ 1,514 $ 1,069 $ 876 $ 482 $ 714 $ 676 $ 633

99 113 104 97 92 79 79

$ 1,415 $ 956 $ 772 $ 385 $ 622 $ 597 $ 554

478,972 468,716 457,197 437,427 416,563 406,166 394,899
482,981 469,551 457,356 437,513 416,563 406,166 394,899

$ 2.95 $ 2.04 $ 1.69 $ 0.88 $ 1.49 $ 1.47 $ 1.40
$ 2.93 $ 2.04 $ 1.69 $ 0.88 $ 1.49 $ 1.47 $ 1.40
$ 0.74 $ 0.65 $ 0.62 $ 0.58 $ 0.56 $ 0.52 $ 0.50
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ELEVEN-YEAR STATISTICAL REVIEW 

For the year ended October 31 ($ millions) 2001 2000 1999(1) 1998

Preferred shares
Bank:
Balance at beginning of year $ 1,525 $ 1,525 $ 1,525 $ 1,218
Issued – – – 311
Redeemed – – – (4)
Balance at end of year 1,525 1,525 1,525 1,525
Scotia Mortgage Investment Corporation 250 250 250 250
Total preferred shares $ 1,775 $ 1,775 $ 1,775 $ 1,775

Common shares
Balance at beginning of year $ 2,765 $ 2,678 $ 2,625 $ 2,567
Issued to acquire subsidiaries – – – –
Issued under Shareholder Dividend and 

Share Purchase Plan, Stock Option Plan, and other 155 87 53 58
Balance at end of year $ 2,920 $ 2,765 $ 2,678 $ 2,625

Retained earnings
Balance at beginning of year $ 8,435 $ 6,953 $ 6,414 $ 5,363
Cumulative effect of adoption of new corporate 

income taxes accounting standard (39) – – –
Implementation of impaired loans accounting policy(2) – – – –
Net income 2,169 1,926 1,551 1,394
Dividends: Preferred (108) (108) (108) (97)

Common (621) (496) (429) (393)
Net unrealized foreign exchange gains (losses) 79 163 (160) 152
Net cost of shares issued and redeemed, and other (2) (3) (1) (5)
Net increase in general provision for credit losses – – (314) –
Balance at end of year $ 9,913 $ 8,435 $ 6,953 $ 6,414

ELEVEN-YEAR STATISTICAL REVIEW 
Operating measures (%)

Return on equity 17.3 17.6 15.3 15.3
Productivity ratio 53.9 56.5 59.3 60.4
Return on assets .80 .81 .68 .65
Common share information(4)

Earnings per share ($):
Basic 4.12 3.67 2.93 2.64
Diluted 4.05 3.63 2.90 2.61

Dividends per share ($) 1.24 1.00 0.87 0.80
Book value per common share ($) 25.47 22.49 19.49 18.37
Number of shares outstanding (000’s) 503,795 497,965 494,252 492,089
Share price ($):

High 50.50 45.65 36.90 44.70
Low 37.30 26.05 28.60 22.80
Close – October 31 43.85 43.50 33.60 32.20

Capital ratios

Risk-adjusted (%):
Tier 1 9.3 8.6 8.1 7.2
Total 13.0 12.2 11.9 10.6

Assets to capital ratio(5) 13.5 13.7 13.5 14.9
Common equity to total assets (%) 4.7 4.5 4.4 3.9
Valuation measures

Dividend payout (%)(6) 30.1 27.3 29.7 30.3
Dividend yield (%)(7) 2.8 2.8 2.7 2.4
Price to earnings multiple(8) 10.6 11.9 11.5 12.2
Other information

Average total assets ($ millions) 271,843 238,664 229,037 213,973
Number of branches and offices 2,005 1,695 1,654 1,741
Number of employees(9) 46,804 40,946 40,894 42,046
Number of automated banking machines 3,761 2,669 2,322 2,244

(1) If the increase in the general provision had been charged to income (refer to footnote 1 on page 78) then these 1999 financial ratios would

have been: return on equity 12.0%, return on assets .54%, basic earnings per share $2.29, diluted earnings per share $2.26, dividend 

payout 38.0% and price earnings multiple 14.3.

(2) In accordance with the guidelines issued by the Superintendent, in fiscal 1996, the Bank adopted new impaired loans accounting 

principles established by the Canadian Institute of Chartered Accountants. The adoption of these principles by the Bank resulted in a one-

time increase in the allowance for credit losses recorded in the Consolidated Balance Sheet of $202 and a corresponding cumulative charge

to opening retained earnings of $116 (being net of deferred income taxes of $86) in fiscal 1996.

(3) Pre-1996 comparative amounts have not been restated to reflect the reporting of trading derivatives’ market valuation on a gross basis, 

as they were not reasonably determinable.
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

1997 1996 1995 1994 1993 1992 1991

$ 1,325 $ 1,575 $ 1,100 $ 1,300 $ 1,000 $ 1,000 $ 750
143 100 675 – 300 – 250

(250) (350) (200) (200) – – –
1,218 1,325 1,575 1,100 1,300 1,000 1,000

250 – – – – – –
$ 1,468 $ 1,325 $ 1,575 $ 1,100 $ 1,300 $ 1,000 $ 1,000

$ 2,161 $ 1,994 $ 1,839 $ 1,429 $ 1,308 $ 1,201 $ 1,106
335 – – 280 – – –

71 167 155 130 121 107 95
$ 2,567 $ 2,161 $ 1,994 $ 1,839 $ 1,429 $ 1,308 $ 1,201

$ 4,263 $ 3,751 $ 3,302 $ 3,175 $ 2,771 $ 2,335 $ 2,019

– – – – – – –
– (116) – – – – –

1,514 1,069 876 482 714 676 633
(99) (113) (104) (97) (92) (79) (79)

(355) (305) (283) (253) (233) (211) (197)
43 (19) (15) 9 20 50 (37)
(3) (4) (25) (14) (5) – (4)
– – – – – – –

$ 5,363 $ 4,263 $ 3,751 $ 3,302 $ 3,175 $ 2,771 $ 2,335

OTHER STATISTICS
(3)

20.2 15.8 14.2 7.9 14.4 15.7 16.7
62.4 58.8 59.9 65.6 57.7 56.8 58.0

.85 .67 .64 .40 .71 .72 .72

2.95 2.04 1.69 0.88 1.49 1.47 1.40
2.93 2.04 1.69 0.88 1.49 1.47 1.40
0.74 0.65 0.62 0.58 0.56 0.52 0.50

16.19 13.53 12.37 11.36 10.90 9.89 8.79
489,812 474,893 464,513 452,518 422,544 412,374 402,123

34.10 21.20 15.13 16.63 14.75 12.38 10.00
20.55 14.19 12.13 11.57 10.94 9.50 5.25
31.08 21.13 14.44 13.75 14.50 12.00 9.88

6.9 6.7 6.7 6.2 6.5 5.7 5.5
10.4 8.9 9.6 9.6 10.4 8.6 8.5
14.2 16.4 15.2 15.2 12.9 14.8 14.9

4.1 3.9 3.9 3.9 4.3 4.2 4.0

25.1 31.9 36.7 65.8 37.5 35.3 35.6
2.7 3.7 4.6 4.1 4.4 4.8 6.6

10.5 10.4 8.5 15.6 9.7 8.2 7.1

179,176 158,803 137,988 120,619 100,836 93,807 88,073
1,658 1,464 1,460 1,454 1,376 1,361 1,329

38,648 34,592 33,717 33,272 30,375 30,675 29,616
2,030 1,526 1,429 1,381 1,280 1,190 1,070

(4) Amounts have been retroactively adjusted to reflect the two-for-one stock split on February 12, 1998.

(5) Based on guidelines issued by the Superintendent of Financial Institutions Canada, the Bank’s assets to capital ratio is calculated by

dividing adjusted total assets by total regulatory capital.

(6) Dividend payments as a percentage of net income available to common shareholders.

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

(8) Based on the closing common share price.

(9) Includes all personnel (part-time stated on a full-time equivalent basis) of the Bank and all its subsidiaries.
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M a n d a t e  a n d  d u t i e s  o f  t h e  
B o a r d  o f  D i r e c t o r s

A strong, effective Board of Directors plays a crucial role in 
protecting the interests of shareholders and maximizing the
value they receive from their investments in the Bank. 

The Board’s mandate is to oversee the Bank’s strategic
direction, its organizational structure and the succession 
planning of senior management. Each year, the Board evaluates
the Bank’s strategy in the context of the financial institutions
marketplace. It then reviews and approves policies and 
practices relating to areas of risk management, including risk
in the areas of credit, capital, foreign exchange, precious and
base metals, interest rates, liquidity, securities portfolios, real
estate appraisals, derivative products, the environment and
offshore country assets. 

The Board’s duties are not, however, confined to strategic
planning. Other important functions include appointing 
executive officers, including the Chief Executive Officer. The
Human Resources Committee assists the Board in assessing
management’s performance, based on both qualitative and
quantitative information. 

In addition, the Board regularly reviews the performance
of the Bank on a consolidated basis, as well as the performance
of individual divisions and major subsidiaries. It compares and
measures results against previously established and approved
plans, against performance in past years and against industry
peers.

C o m p o s i t i o n  o f  t h e  B o a r d

At the fiscal year end, the Bank’s Board of Directors numbered
22 members. These directors include business and community
leaders active at the regional, national and international levels,
who provide an invaluable breadth of expertise. Overall, the
size and composition of the Scotiabank Board reflect the broad
geographic reach of our customer base, the communities in
which we operate and our diversified international operations.
The Corporate Governance Committee of the Board – which is
composed exclusively of unrelated directors independent of
management – identifies, evaluates and recommends nominees
for directorship.

There are six standing committees of the Board: Audit,
Conduct Review, Corporate Governance, Executive, Human

Sound and effective corporate governance is

a priority for Scotiabank – indeed, we con-

sider it essential to the long-term success of

the Bank. Our corporate governance policies

are designed to strengthen the ability of the

Board of Directors to effectively supervise

management and enhance long-term share-

holder value. 

Scotiabank gives high priority to its

internal control environment, which includes

strong management supervision, internal

and external audits and the thorough

enforcement of the Bank’s Guidelines for

Business Conduct. This environment, in turn,

is based on corporate governance structures

and procedures which fully comply with the

latest guidelines for corporate governance

adopted by the Toronto Stock Exchange.

Readers wanting a more detailed account of

Scotiabank’s corporate governance practices

may refer to the Management Proxy Circular

sent to all shareholders with the notice of

the Bank’s Annual Meeting.

C o r p o r a t e  G o v e r n a n c e

Sound and Effective
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Resources and Pension (see the Management Proxy
Circular for a description of the responsibilities of each
committee). All Board members participate in at least one
standing committee, and a portion of the membership 
of each committee rotates periodically. The majority of
standing committee members are Canadian residents and
unrelated directors as defined in the Exchange guidelines.
In the case of the Audit and Conduct Review Committees,
however, all are unrelated, outside directors. 

There are also three regional advisory committees, in
Quebec, the Prairie Region and British Columbia/Yukon.
They help directors from those regions to participate more
actively in regional Bank affairs, provide general advice to
local senior management, and review regional business
opportunities.

A c c o u n t a b i l i t y / c o m p l i a n c e

The accountability of Scotiabank’s Board is assured 
partly by the Bank’s strict compliance with the Exchange 
guidelines and government regulations, and partly by the
Bank’s own internal rules and standards. All directors, officers
and employees of the Bank must comply with Scotiabank’s
Guidelines for Business Conduct. The Audit Committee
approves the Bank’s internal control policies and the Board
is responsible for monitoring the integrity of the internal
control system. Pursuant to the Canada Deposit and
Insurance Corporation Standards Assessment and Reporting
Program, a comprehensive, annual self-assessment is 
conducted by the Bank, measuring its adherence to certain
core policies and procedures, the results of which are
reported to the Board and regulators. 

In addition, strong internal compliance procedures
are a permanent part of the everyday structure and
operations of the Bank. The Group Compliance Department
ensures various internal compliance initiatives and
programs are current with industry best practices, evolving
market conditions and new business initiatives. These 
initiatives and programs include the Scotiabank Guidelines
for Business Conduct, the Scotiabank Group Compliance
Program and infrastructure (including the Groupwide
Compliance Network), the Bank Act Legislative Compliance
Management System and other specialized compliance 
programs.

The Compliance Network is composed of compliance
officers who have specific subsidiary, business line and/or
departmental compliance responsibilities.  

M e d i a t i o n  a n d  r e d r e s s  f o r  c u s t o m e r s

Unresolved customer complaints are heard and dealt with
impartially by the Bank’s Ombudsman, who reports directly
to the Chief Executive Officer. The Ombudsman has the
power to review and make recommendations on all retail
and small business customer service decisions made within
the Bank. 

As a last resort, both retail and small business
customers may go directly to the Canadian Banking
Ombudsman for an independent review of the situation.

H o n o r a r y  D i r e c t o r s

Honorary Directors neither attend meetings of the Board,
nor receive remuneration.

Malcolm R. Baxter
Saint John, New Brunswick

Kenneth V. Cox, D.Sc., LL.D.
Saint John, New Brunswick

The Honourable Henry N.R. Jackman
Toronto, Ontario

John J. Jodrey, C.M., D.C.L.
Hantsport, Nova Scotia

The Right Honourable
Lord Keith of Castleacre
London, England

Gordon F. MacFarlane
Surrey, British Columbia

Donald Maclaren
Ottawa, Ontario

Gerald J. Maier
Calgary, Alberta

Malcolm H.D. McAlpine
Herts, England

H. Harrison McCain, C.C., LL.D.
Florenceville, New Brunswick

I. McDougall
Lynbrook, New York

William S. McGregor
Edmonton, Alberta

David E. Mitchell, O.C.
Calgary, Alberta

David Morton
Westmount, Quebec

Sir Denis Mountain, Bt.
London, England

Paul J. Phoenix
Burlington, Ontario

Robert L. Pierce, Q.C.
Calgary, Alberta

David H. Race
Toronto, Ontario

Cedric E. Ritchie, O.C.
Toronto, Ontario

Thomas G. Rust, C.M., LL.D.
Vancouver, British Columbia

Judson W. Sinclair
Don Mills, Ontario

Marie Wilson, Q.C.
Toronto, Ontario

Corporate Governance
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Peter C. Godsoe

Mr. Godsoe is Chairman of the Board and
Chief Executive Officer of Scotiabank.
He has been a Scotiabank director since
February 1, 1982, and currently sits on
the Executive Committee.

Bruce R. Birmingham

Mr. Birmingham is President of
Scotiabank. He has been a
Scotiabank director since
September 29, 1992, and currently
sits on the Pension Committee.

Lloyd I. Barber, C.C., S.O.M., 
LL.D., PH.D.

Dr. Barber is President Emeritus of 
the University of Regina. A Scotiabank
director since September 28, 1976, he
currently sits on the Audit, Conduct
Review and Pension Committees. 

E. Kendall Cork

Mr. Cork is Managing Director of
Sentinel Associates Limited. He has
been a Scotiabank director since
December 4, 1973, and currently sits
on the Conduct Review, Executive
and Pension Committees. 

N. Ashleigh Everett

Ms. Everett is President of Royal
Canadian Securities Limited. She
has been a Scotiabank director since
October 28, 1997, and currently sits
on the Audit Committee. 

M. Keith Goodrich 

Mr. Goodrich is the retired
Chairman of Moore Corporation
Limited. He has been a Scotiabank
director since August 28, 1990, and
currently sits on the Corporate
Governance Committee.

Ronald A. Brenneman

Mr. Brenneman is President and 
Chief Executive Officer of Petro-Canada.
He has been a Scotiabank director since
March 28, 2000, and currently sits on the
Audit Committee. 

C.J. Chen

Mr. Chen is Senior Partner of Rajah & Tann.
He has been a Scotiabank director since
October 30, 1990, and currently sits on the
Conduct Review and Pension Committees. 

Sir Graham Day

Sir Graham is a company director,
Chairman, Hydro One Inc., Chairman,
Sobeys Inc. and Counsel to Stewart
McKelvey Stirling Scales. A Scotiabank
director since October 31, 1989, he
currently sits on the Corporate
Governance, Executive and Human
Resources Committees.

B o a r d  o f  D i r e c t o r s

Pierre J. Jeanniot, O.C.

Mr. Jeanniot is Director General and Chief
Executive Officer of the International Air
Transport Association. He has been a
Scotiabank director since June 26, 1990,
and currently sits on the Executive and
Human Resources Committees. 

John C. Kerr, O.B.C., LL.D.

Mr. Kerr is Chairman and Chief
Executive Officer of Lignum Ltd.
He has been a Scotiabank director
since March 30, 1999, and currently
sits on the Audit Committee. 
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The Honourable 
Michael J.L. Kirby

Mr. Kirby is a Member of the Senate
of Canada. He has been a Scotiabank
director since March 28, 2000, and
currently sits on the Corporate
Governance Committee. 

a s  a t  N o v e m b e r  2 0 0 1

John T. Mayberry

Mr. Mayberry is President and Chief
Executive Officer of Dofasco Inc. He
has been a Scotiabank director since
March 29, 1994, and currently sits on
the Corporate Governance, Executive
and Human Resources Committees. 

Laurent Lemaire

Mr. Lemaire is President and Chief
Executive Officer of Cascades Inc. He
has been a Scotiabank director since
March 31, 1987, and currently sits on
the Human Resources Committee. 

Elizabeth Parr-Johnston, PH.D.

Dr. Parr-Johnston is President and
Vice-Chancellor of the University of
New Brunswick. A Scotiabank director
since October 26, 1993, she currently
sits on the Audit Committee.

Gerald W. Schwartz

Mr. Schwartz is Chairman and Chief
Executive Officer of Onex Corporation.
He has been a Scotiabank director
since May 26, 1999, and currently sits
on the Human Resources Committee.

Isadore Sharp, O.C.

Mr. Sharp is Chairman and Chief
Executive Officer of Four Seasons Hotels
Inc. He has been a Scotiabank director
since March 27, 1990, and currently sits
on the Human Resources Committee. 

Allan C. Shaw, O.C.

Mr. Shaw is Chairman and Chief
Executive Officer of The Shaw Group
Limited. A Scotiabank director since
September 30, 1986, he currently sits
on the Executive and Human
Resources Committees.

The Honourable Barbara 
J. McDougall, O.C.

Mrs. McDougall is President and
Chief Executive Officer of the
Canadian Institute of International
Affairs. A Scotiabank director since
March 30, 1999, she currently sits on
the Audit Committee. 

Helen A. Parker

Mrs. Parker is a company director.
She has been a Scotiabank director
since November 26, 1976, and
currently sits on the Conduct Review
and Pension Committees. 

Arthur R.A. Scace, Q.C.

Mr. Scace is a Partner of McCarthy
Tétrault. He has been a Scotiabank
director since March 25, 1997, and
currently sits on the Audit, Corporate
Governance and Executive Committees.

Paul D. Sobey

Mr. Sobey is President and Chief
Executive Officer of Empire Company
Limited. He has been a Scotiabank
director since August 31, 1999, and
currently sits on the Audit Committee. 
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E x e c u t i v e  O f f i c e r s

Richard E. Waugh

Vice-Chairman 

Wealth Management & International Banking

Robert W. Chisholm

Vice-Chairman 

Domestic Banking

Barry R. F. Luter

Co-Chairman & Co-CEO 

Scotia Capital

W. David Wilson

Co-Chairman & Co-CEO 

Scotia Capital

John F. M. Crean

Senior Executive 

Vice-President

Global Risk

Management

Sylvia D. Chrominska

Executive Vice-President 

Human Resources

S. Dennis N. Belcher

Executive Vice-President 

Credit & Risk Management

Robert L. Brooks

Executive Vice-President 

& Group Treasurer

Albert E. Wahbe

Chairman & CEO 

e-Scotia

Robert H. Pitfield

Executive 

Vice-President 

& Group Head

Wealth Management

Sarabjit S. Marwah

Executive Vice-President 

& Chief Financial Officer

Peggy Mulligan

Executive 

Vice-President 

Systems and

Operations

William P. Sutton

Executive Vice-President

Latin America

John A. Young

Executive Vice-President 

Domestic Branch Banking

Warren K. Walker

Executive Vice-President

Electronic Delivery
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A n n u a l  M e e t i n g

Shareholders are invited to attend the 170th Annual
Meeting of Holders of Common Shares, to be held on
March 5, 2002, at The Westin Bayshore Resort and
Marina, 1601 Bayshore Drive, Vancouver, British
Columbia, Canada, beginning at 9:30 a.m. (Pacific time).

S h a r e h o l d i n g s  a n d  D i v i d e n d s

Information regarding your shareholdings and dividends
may be obtained by contacting the Transfer Agent. 

D i r e c t  D e p o s i t  S e r v i c e

Shareholders may have dividends deposited directly into
accounts held at financial institutions which are members
of the Canadian Payments Association. To arrange direct
deposit service, please write to the Transfer Agent.

D i v i d e n d  a n d  S h a r e  
P u r c h a s e  P l a n

Scotiabank’s dividend reinvestment and share purchase
plan allows common and preferred shareholders to
purchase additional common shares by reinvesting their
cash dividend without incurring brokerage or
administrative fees.

As well, eligible shareholders may invest up to
$20,000 each fiscal year to purchase additional common
shares of the Bank. Debenture holders may apply
interest on fully registered Bank subordinated
debentures to purchase additional common shares. All
administrative costs of the Plan are paid by the Bank.

For more information on participation in the Plan,
please contact the Transfer Agent.

L i s t i n g  o f  S h a r e s

Common shares of the Bank are listed for trading on the
Toronto and London stock exchanges. Options on the
Bank’s common shares are listed for trading on the
Toronto Stock Exchange.

Series 6, 7, 8, 9, 11 and 12 Preferred Shares of the
Bank are listed on the Toronto Stock Exchange.

S t o c k  S y m b o l s
Stock Ticker Symbol CUSIP No.

Common shares BNS 064149 10 7

Series 6, Preferred BNS.PR.E 064149 70 1

Series 7, Preferred BNS.PR.F 064149 80 0

Series 8, Preferred BNS.PR.G 064149 88 3

Series 9, Preferred BNS.PR.H 064149 87 5

Series 11, Preferred BNS.PR.I 064149 84 2

Series 12, Preferred BNS.PR.J 064149 81 8

D i v i d e n d  D a t e s  f o r  2 0 0 2

Record and payment dates for common and preferred
shares, subject to approval by the Board of Directors.

Record Date Payment Date

Jan. 2 Jan. 29

April 2 April 26

July 2 July 29

Oct. 1 Oct. 29

Q u a r t e r l y  E a r n i n g s  R e p o r t i n g

For 2002, Scotiabank’s quarterly earnings are anticipated
to be announced March 5, May 28, August 27 and
December 3.

F u t u r e  A n n u a l  M e e t i n g

The Annual Meeting for the year 2003 is scheduled for
Tuesday, March 4, in Halifax, Nova Scotia at 10:00 a.m. 
(Atlantic time).

Va l u a t i o n  D a y  P r i c e

For Canadian income tax purposes, The Bank of Nova
Scotia’s common stock was quoted at $31.13 per share
on Valuation Day, December 22, 1971. This is equivalent
to $2.594 after adjustment for the two-for-one stock split
in 1976, the three-for-one stock split in 1984 and the
two-for-one stock split in 1998.

D u p l i c a t e d  C o m m u n i c a t i o n

Some registered holders of The Bank of Nova Scotia shares
might receive more than one copy of shareholder mailings,
such as this annual report. Every effort is made to avoid
duplication; however, if you are registered with different
names and/or addresses, multiple mailings may result.

If you receive, but do not require, more than one
mailing for the same ownership, please contact the
Transfer Agent to combine the accounts.

C r e d i t  R a t i n g s
Senior Long-Term Debt

DBRS AA(low)

FITCH AA-

Moody’s Aa3

Standard & Poor’s A+

Non-Cumulative Preferred Shares

DBRS Pfd-1(low)n

Commercial Paper

DBRS R-1(middle)

Moody’s P-1

Standard & Poor’s A-1

S h a r e h o l d e r  I n f o r m a t i o n
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Fax: (416) 981-9507
E-mail: faq@montrealtrust.com

CO-TRANSFER AGENT (U.S.A.)
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Tel.: (212) 225-5470
Fax: (212) 225-5436
Telex: 00126777

CO-TRANSFER AGENT (UNITED KINGDOM)
Computershare Services PLC 
The Pavilions
Bridgwater Road
Bristol 
BS99 7NH
United Kingdom
Tel.: +44 870 702 0000
Fax: +44 870 703 6101
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