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Canada’s 

Challenger 
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Q4 Report
For the three and twelve months ended December 31, 2019

Three and Twelve Months 

Ended December 31, 2019
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Forward-Looking Statements

Certain forward-looking statements may be made in this presentation, including statements regarding possible future business, financing

and growth objectives. These statements include, but are not limited to, statements relating to our financial performance objectives, vision

and strategic goals, the economic and market review and outlook, the regulatory environment in which we operate, the outlook and

priorities for each of our business lines, the risk environment including our liquidity and funding risk, and statements by our all Equitable

representatives. The forward-looking information contained herein is presented for the purpose of assisting the holders of our securities

and financial analysts in understanding our financial position and results of operations as at and for the periods ended on the dates

presented, as well as our financial performance objectives, vision and strategic goals, and may not be appropriate for other purposes.

Forward-looking statements are typically identified by words such as “believe”, “expect”, “foresee”, “forecast”, “anticipate”, “intend”,

“estimate”, “goal”, “plan” and “project” and similar expressions of future or conditional verbs such as “will”, “may”, “should”, “could” or

“would”. Investors are cautioned that such forward-looking statements involve risks and uncertainties detailed from time to time in the

Company’s periodic reports filed with Canadian regulatory authorities. Many factors could cause actual results, performance or

achievements to be materially different from any future results, performance or achievements that may be expressed or implied by such

forward-looking statements. Equitable Group Inc. does not undertake to update any forward-looking statements, oral or written, made by

itself or on its behalf except in accordance with applicable securities laws. Additional information on items of note, the Company’s

reported results, factors and assumptions related to forward-looking statements are available at Equitable Bank’s Q4 2019 Management’s

Discussion and Analysis (“MD&A”) as well as the earnings news release.
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Record Quarterly Earnings Cap a Great Year

2018 2019

Adjusted Earnings per Share¹
($)

Adjusted ROE¹
(%)

1 Adjusted for mark-to-market gains/losses on certain security investments and derivative instruments related to securitization activities. Q1 2019 net income and ROE also adjusted for one-time $5.7 
million provision for credit losses on performing Bennington leases and Q2 2018 results adjusted for write-down of unamortized upfront costs associated with the reduction in the size of the Bank’s 
secured backstop facility.

Assets Under Management Top $33Bn, 12% Above Last Year

+21%

2018 2019
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Our Latest Challenger Bank Offering Launched in Q4

E Q Bank  In te r na t io n a l  Rem i t tanc e  S er vice

32   

International 

Currencies

A Game Changer For Our Customers With No Hidden Fees

Up to 8x 

cheaper than 

bank 

alternatives
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Built for Speed and an Interconnected World

A Game Changer For Our Customers With No Hidden Fees

1. 2. 3. 4. 5.
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Best Performing Bank on TSX 2010-2019

95

162

500

Total Return
Composite Index

Total Capped
Financials Index

Equitable Group
Inc.
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How We Optimized the Drivers Of TSR Over the Decade

85

136

279

Return from Reinvested Dividends

Increase in P/BV Multiple

Increase in Book Value

10 Year TSR Drivers
(%)

Retained 89% of 

Earnings, Delivered 

ROE Average of 16.9%

Paid $120 Million in 

Dividends, Increased 

Rate 21x

Grew Annual EPS 14% 

on average

Delivered Average 

Efficiency Ratio of 

34.2%
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To Create Lasting Value, Customer Service Is Key

Se r v i c e

Deliver outstanding 

service in everything 

we do

Empowerment

Support our people to 
make the right 

decisions to achieve 
our service 

mission

Agility

Embrace change to 
reach our goals

Respect

Cherish our differences, 
respect each other and 

unite as a team

Integrity

Through mindful 
personal behaviour we 
consistently produce 

good ethical outcomes 

OUR 

VALUES
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EQ Bank Now 

Serving Over  

100,000  

Customers

To Create Lasting Value, Make Banking Better 

EQ Bank At The Forefront Of Where Banking Is Headed In Canada

18% of 

Bank’s 

Deposit Base

$2.7 Billion in 

Deposits 

Increased 24,500 

or 35% in 2019

Up 22% year 

over year

Aim to grow to 

one-third by 2024
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₫

To Create Lasting Value, Make Banking Better

I n t e r n a t i o n a l  R e m i t t a n c e  Se r v i c e

Challenging

Outdated 

Banking 

Practices

₱
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To Create Lasting Value, Manage Risk
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Comparator 
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EQB2

Provision for Credit Losses
(% of Total Loans)

1 Represents eight largest publicly traded banks, excluding Equitable.
2 Excludes the one-time $5.7 million provision for credit losses on performing Bennington leases.

Minimal Credit Losses Reflect Effective Risk Management Framework

Board

Risk & Capital

Committee

Other Board 

Committees

Enterprise Risk Management 

Committee

Risk Appetite Framework 

ICAAP and Capital Management

Determination of Risk Appetite & 

Threshold for Losses (Stress Testing)

Risk Aggregation and Consolidation

Summarized in Risk Dashboards

Credit Risk 

Market Risk

Operational Risk 

Reputational Risk 

Liquidity and Funding Risk

Business & 

Strategic Risk, 

Legal & 

Regulatory Risk
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To Create Lasting Value, Grow and Diversify Funding

Funding Source Distribution 2019

$30.6B 

37%

9%

4%

2%

30%

17%

1%
Brokered Term GICs

EQ Bank Deposits

Brokered HISAs

Bank Facilities

CMB Program

MBS

Deposit Notes

Funding Source Distribution 2010

$8.4B 

46%

35%

19%
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2015 2016 2017 2018 2019

To Create Lasting Value, Achieve Diversified Asset Growth

6.4
7.9

9.3
10.6

11.4

2015 2016 2017 2018 2019

Alternative Single Family Mortgages1

($billions)

2.1

3.9 3.9

5.5

6.8

2015 2016 2017 2018 2019

Prime Single Family Mortgages1,2

($billions)

2.2

2.8 2.9

3.9 4.0

2015 2016 2017 2018 2019

Conventional Commercial Loans1

($billions)

Insured Multi-Unit Residential Mortgages 1,2

($billions)

0.4

0.5

2018 2019

Equipment Leases 1

($billions)

1 Represents total principal outstanding.

2 Includes the principal of Derecognized Mortgages.
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To Create Lasting Value, Deploy Capital With Discipline

Capital Management Framework Equitable Value Creation Equation

Strong capital base allows us to pursue our growth 

objectives while returning capital to shareholders
Maintain target CET1 and leverage ratios

Find attractive assets within existing markets; deploy 

to highest ROE opportunities first

Consistently grow dividends

Invest in growth and diversification initiatives that 

meet return thresholdsC
a
p

it
a
l 
D

e
p

lo
y
m

e
n

t

Return excess capital to shareholders if we cannot 

deploy it prudently

Generate ROE in the 

mid to high teens

Build capital by 

retaining the majority 

of earnings and 

reinvesting in the 

business

Pay out a consistently 

increasing dividend to 

our shareholders

89% Earnings Reinvested, 10-Year ROE Average 16.9%, 21 Dividend Increases
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2020 Outlook 

Growth Expectations

Earnings 4-8%

Loan Growth 8-12%

Adjusted ROE 14-16%

Expect Equitable’s Earnings Growth To Outpace Other Banks In 2020

Planned 2020 Spending Increase $30-35M
Support Growth of All of Our Businesses

Increase EQ Bank marketing

Launch covered bond program

Make service improvements in Retail lending

Build out international money transfer service

Add registered and joint accounts to EQ Bank

Develop distribution for brokered US currency              

and long-term GICs

16

Medium-Term Performance Targets 

Expect Equitable’s Earnings Growth To Outpace Other Banks In 2020

Performance Objectives Medium-Term Target

Adjusted ROE(1)(2) 15% – 17%

Adjusted Earnings per Share (“EPS”) Growth(1)(2) 12% – 15%

Dividend Growth 20% – 25%

Common Equity Tier 1 (“CET1”) Ratio2 13% – 14%

1 Adjusted results exclude non-recurring or unusual items that have significant impact on the user’s assessment of business performance.

2 See non-GAAP measures section in MD&A.
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Strong Finish to 2019 with Record Q4 EPS

Metric Q4 Result

Adjusted Net Income1 $56.0 MM +23%

Adjusted EPS1 $3.22 +21%

ROE1 15.9% +120bps

Book Value per Share $83.06 +14%

Net Interest Margin 1.78% +20bps

Change from Prior Year

1 Adjusted to exclude negative impact of mark-to-market gains or losses related to securities and derivatives in Q4 2019 and Q4 2018.

18

Broad-Based Asset Growth
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Conventional Commercial Loans
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1 Includes the principal of Derecognized Mortgages.
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Adjusted EPS Up Over 2018 Due to NII 
and Lower Backstop Costs

($)

+21%

Q4 

2018

NII

Q4 

2019

Share

Dilution

Marketing

Expenses

Operating 

Expenses

Backstop 

Facility

3.22

Other
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Controlling Costs While Investing for Future Growth

38.0

40.7

37.6
38.7

40.7
39.3 39.6 40.5

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Adjusted Efficiency Ratio¹
(%)

Expect 2020 Efficiency Ratio At Higher End Of 40-42% Range

Q4 non-interest expense growth of 39%:

▪ $3.5 million of marketing, mainly to support 

EQ Bank

▪ Absorption of Bennington cost base added 

$6.1 million versus 2018

▪ Excluding Bennington, costs up 23% Y-o-Y 

on 8% FTE growth

▪ Planned 2020 expense cost growth $30-35 

million (15-18% above 2019 levels) 

2018 2019 

1 Efficiency Ratio adjusted for pre-tax mark-to-market gains/losses on certain security investments and derivative hedges. Q2 2018 results also adjusted for write-down of unamortized upfront 
costs associated with the reduction in the size of the Bank’s secured backstop facility.

19

20



2/24/2020

11

21

81.3 79.5

93.0 94.6

105.4

114.3
118.1

124.8

Net Interest Income ($M)

1.60

1.50

1.66

1.58

1.67

1.76 1.75
1.78

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

NIM

2018 2019 

NII Up 32% And NIM Up 20 Basis Points

Net Interest Income / Margin
($ million / %)

Expect 2020 NII To Increase 7% to 11%, NIM Of 1.65%-1.75% on Mix Changes

+32%

22

High Credit Quality Portfolio

▪ Q4 PCL $3.9M (6 bps) compared to $3.5M (5 

bps) in Q3 reflected increase in Stage 3 

provisions against impaired leases

▪ Q4 PCL on mortgage portfolio $0.9M (0.01% 

of average mortgage principal), in line with 

historical averages

▪ Expect equipment leasing portfolio provisions 

to vary but average 1.5%-2% going forward

1 Represents eight largest publicly traded banks, excluding Equitable.
2 Excludes the one-time $5.7 million provision for credit losses on performing Bennington leases.

Provision for Credit Losses
(% of Total Loans)

Believe Risk in Canadian Housing Market has Moderated
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CET1 Ratio Returns to Middle of Target Range (13-14%) 

4.9

13.6
14.7

Equitable Bank Regulatory Capital Ratios
December 31, 2019
(%)

Basel III minimum

Total Capital level 

of 10.5%
Basel III minimum 

CET1 target 

of 7.0%

Full compliance 

with standard

Leverage CET1 Total Capital

Ratio

Up from 4.7% 

in Q1

Up from 12.9% 

in Q1

Up from 14.0% 

in Q1
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Canada’s 

Challenger 

BankTM

A Decade  Of  

Super ior  Va lue  Crea t ion
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