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Canadian Western Bank reported its 56th consecutive quarter of profitability in the second quarter of o -
2002. Reported net income for the three months ended April 30, 2002 was $6.43 million compared ~
to $7.08 million for the second quarter last year and the corresponding diluted earnings per share were .
$0.47 and $0.54 respectively. The decrease in earnings primarily reflects reduced net interest income P
due to compressed net interest margins resulting from the record low interest rate environment. ’gg
Credit quality remained strong. =
Message to Shareholders .

: “
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Second Quarter Financial Highlights
* Reported net income was $6.43 million, a decrease of 9% compared to
$7.08 million for the second quarter 2001, with a year-to-date increase

of 2% to $13.82 million compared to $13.61 million. Diluted earnings per

share were $0.47 {$0.51 basic) compared to $0.54 (30.61 basic) a year
ago. Year-to-date diluted earnings per share were $1.00 ($1.10 basic)
compared to $1.06 ($1.19 basic). Earnings per share comparisons
include the effect of the equity issue in April 2001.

 The negative effect of the low interest rate environment, particularly
" the decline in short-term rates, together with a steep yield curve has
continued to significantly squeeze net interest margin. The margin on
a taxable equivalent basis' ("teb”) was 2.47% this quarter compared .
to 2.58% in the first quarter and 2.68% for the second quarter last year.

¢ Credit quality remained strong. The provision for credit losses was 0.26%

of average loans in the second quarter compared to 0.23% one year ago.

» The efficiency ratio (teb) increased to 54.5% this quarter from 52.1% for
the second quarter last year and reflects the reduced net interest margin.
For the six months ended April 30, 2002 the ratio was 51.5% compared
to 51.2% for the same period last year. This ratio continues
to outperform the Canadian banking industry.

¢ The estimated annual effective tax rate has been reduced from the first
quarter estimate, to reflect the benefit from successful tax refilings of
prior years, to approximately 35 - 36% this year (37 - 39% teb) and
compares to 33% last year (excluding the $1.25 million unusual income
tax expense?).

Canadian Western Trust's fee income from trust services for the quarter
ended April 30, 2002 increased 45% or $253,000 from the same period one
year ago. The increase reflects growth of 16% in self-directed RRSP and RRIF
accounts and an increase of 24% in assets under administration from one
year ago. The diversification of services to include a corporate and group
business line, the partnering with national record keeping companies and the
market penetration associated with our western based location continues to
contribute to the growth in fees and number of self-directed accounts. In
addition to trust services fees, the trust activities also generate significant
lower cost deposit balances which earn a better spread.

The annual loan loss provision for 2002 is currently estimated at 0.26%

of average loans which is consistent with our five year loan loss average

of 0.22% and compares very favourably to the provisioning rate of other
Canadian banks which has averaged almost four times that of Canadian
Western Bank in the first six months of fiscal 2002. The Bank has no material

§ Taxable equivalent basis {teb) is defined on page 2 of this report.

2 The unusual tax expense in fiscal 2001 related to the write-down of future income tax assets to reflect
reductions in future income tax rates as further explained on page 2 of this report.

exposure outside Canada or in-the telecommunication or high-tech sectors
and was not affected by the recent high profile corporate failures. Our
results underscore our continued focus on a disciplined credit culture.

We are pleased that the growth and expansion of our branch network

in 2001 has yielded the anticipated positive results. Branch generated
retail deposits have grown a notable 18% year over year with an improved
component of lower cost demand and notice deposits in the mix. With the
acquisition of the assets and liabilities from two branches of Laurentian
Bank in 2001 we have expanded our mutual fund business and have
increased market presence in Regina and Kelowna.

We entered fiscal 2002 with a sound plan focused on our fundamental
strengths of growing our core business in a cost effective manner and
maintaining a clean balance sheet with strong underlying credit quality.
The sharp decline in short-term interest rates which began in the fall of
2001 and continued into fiscal 2002 has had a considerable negative
effect on growth in net interest income this year. However, the significant
challenge posed by the interest rate environment together with the impact
from a higher effective tax rate has not altered the underlying strength

of our core operations nor the focus of our business plan.

Qverall, the economy is performing well in western Canada, we are seeing
good loan generation and our credit quality is strong as evidenced by our
loan loss ratio. Recent increases in interest rates will contribute to an
improvement in margins and with our strong capital position we have the
flexibility to pursue growth opportunities as they arise. Our Think Western
culture continues to set us apart from our competitors and remains key to
OUr SUCCESS.

The Board of Directors declared a semi-an%' i OAO ) per
common share payable on July 3, 2002 to&har B June
20, 2002.

JUN 2 § 2002
June 6, 2002 T)
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On behalf of the Board of Directors,
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Larry M. Poliock

President and Chief Executive Officer
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FINANCIAL HIGHLIGHTS

For the three months ended % change from For the six months ended % change from
(unaudited) April 30 January 31 April 30 April 30 April 30 April 30 April 30
($ thousands, except per share amounts) 2002 2002 2001 2001 2002 2001 2001
Results of operations (teb) - Reported
Net interest income : $ 20,677 $ 21,994 $ 20,487 09%| % 42671 $ 41,643 25%
Total revenues 25,809 27,908 25,185 25 53,717 50,768 5.8
Net income before provision
for income taxes 9,807 12,379 10,547 (7.0) 22,186 21,745 2.0
Provision for income taxes 3,382 4,983 3,464 (2.4) 8,365 8,140 2.8
Net income ' 6,425 7,396 7,083 9.3) 13,821 13,605 1.6
Return on common shareholders’ equity 10.10% 11.50% 13.75% (26.5) 10.80 % 13.39% (19.3)
Return on average total assets 0.76% 0.85% 0.91% (16.5) 0.81% 0.88% 8.0)
Earnings per common share
Basic $ 0.51 $ 0.59 $ 0.61 (16.4) $ 1.10 $ 1.18 (7.6)
Diluted 0.47 0.53 0.54 {13.0) 1.00 1.06 (5.7)
Efficiency ratio 54.5% 48.7% 52.1% 46 51.5% 51.2% 0.6
Results of operations (teb) —
Excluding unusual items
(see explanation below)
Net interest income $ 20677 $ 21,99 § 20,487 09%| $ 4267 $ 4,643 2.5%
Total revenues 25,809 27,908 25,185 25 53,717 50,768 5.8
Net income before provision
for income taxes 9,807 12,379 10,547 (7.0) 22,186 21,745 2.0
Provision for income taxes 3,382 4,983 3,464 (2.4) 8,365 7,140 17.2
Net income from operations 6,425 7.3% 7,083 (9.3) 13,821 14,605 (5.4)
Return on common shareholders' equity 10.10% 11.50% 13.64% (26.0) 10.80 % 14.29% (24.4)
Return on average total assets 0.76% 0.85% : 0.91% (16.5) 0.81% 0.94% (13.8)
Earnings per commion share )
Basic $ 0.51 $ 0.59 $ 0.61 (16.4) $ 1.10 $ 1.27 (13.4)
Diluted 0.47 0.53 0.54 (13.0) 1.00 1.14 ‘ (12.3)
Efficiency ratio 54.5% 48.7% 52.1% 46 51.5% 51.2% 0.6
Per Common Share
Dividends $ 0.00 $ 0.20 $ 0.00 00%]| % 0.20 $ 018 11.1%
Book value 20.93 20.44 18.99 10.2 2093 18.99 10.2
Closing market value 27.60 29.00 2375 16.2 27.60 2375 16.2
Commeon shares outstanding (thousands) 12,638 12,615 12,459 14 12,638 12,459 1.4
Balance Sheet and Off-Balance
Sheet Summary
Assets $3,553,615 $ 3,452,641 $ 3,190,760 11.4%
Loans 2,986,363 2,944,796 2,679,076 11.5
Deposits 3,172,148 3,059,948 2,820,876 12.5
Debentures 62,126 67,126 67,126 (7.4)
Shareholders' equity 264,527 257,809 236,638 11.8
Assets under administration 1,035,156 963,000 833,716 24.2
Capital Adequacy .
Tier 1 ratio 9.1% 91% 9.1% 0.0%
Total ratio . 12.0% 12.2% 125% (4.0)

Taxable Equivalent Basis (teb)

Most banks analyze revenue on a taxable equivalent basis to permit uniform measurement and comparison of net interest income. Net interest income (as presented in the interim Consolidated Statement of Income) includes
tax-exempt income on certain securites, Since this income is nat taxable, the rate of interest or dividend received is significantly lower than would apply to a loan or security of the same amount. The taxable equivalent basis
includes an adjustment that increases interest income and the provision for income taxes by an amount that adjusts the income on the tax-exempt securities to what income would have been had it been taxed at the statutery
rate. Prior to fiscal 2002, tax-exempt security income was insignificant and no taxable equivatent adjustments were made.

Unusual items

Net income from operations excludes unusual items relating to non-cash income tax expense which relate to the write-down of future income tax assets to reflect reductions in future income tax rates. There were no unusual
items to date in fiscal 2002. In fiscal 2001 there was unusual tax expense of $1 million in the first quarter. Management follows the banking industry practice of performing year-over-year comparisons on net income
adjusted to exclude unusual items and on reported net income calculated in accordance with generally accepted accounting principles (GAAP). Readers are cautioned that net income from ope(atlons does not have a
standardized meaning under GAAP and may not be comparable to similar terms used by other companies.

Earnings per Share
Diluted earnings per share for fiscal 2001 have been restated to reflect the required implementation of the new accounting standard on Earnings per Share (see note 2 on page 8 of this report).
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Management’s Analysis of Operations and Financial Condition

Management’s analysis of operations and financial condition
("MD&A") should be read in conjunction with the interim
Unaudited Consolidated Financial Statements for the period
ended April 30, 2002, included herein, and the Audited
Consolidated Financial Statements and MD&A for the year
ended October 31, 2001 included in the 2001 Annual Report
on pages 31 through 69. Except as discussed below, all other
factors discussed and referred to in the MD&A included in the
2001 Annual Report remain substantially unchanged.

OVERVIEW

In evaluating the Bank’s performance, management analyzes
reported net income (as reported in the Consolidated
Statement of Income} as well as net income from operations
which is adjusted to exclude unusual items (as described

in more detail on page 31 of the MD&A in the 2001 Annual
Report). There were no unusual items in the first two quarters
of 2002. Net income from operations in the first quarter of
2001 excludes non-cash tax expense of $1.0 million related
to the write-down of future income tax assets to reflect
reductions in future tax rates.

Reported net income for the second quarter of 2002 was
$6.43 million, a decrease of 9% compared to $7.08 million
for the same quarter last year. Diluted earnings per share
were $0.47 ($0.51 basic) this quarter compared to $0.54
($0.61 basic) a year ago. Return on shareholders’ equity
and return on assets were 10.10% and 0.76% respectively,
compared to 13.75% and 0.91% last year. This is the last
quarter that the equity issue in April 2001 will affect
comparatives of the earnings per share and return

on equity to prior year quarters.

Reported net income for the six months ended April 30, 2002
was $13.82 million, an increase of 2% compared to $13.61
million for the same period last year. Diluted earnings per
share were $1.00 ($1.10 basic) this year compared to $1.06
($1.19 basic) a year ago. Return on shareholders’ equity and
return on assets were 10.80% and 0.81% respectively,
compared to 13.39% and 0.88% last year.

Net income from operations for the six months ended April 30,
2002 was $13.82 million, a decrease of 5% compared to
$14.61 million one year ago. This comparison reflects the
impact of the increased effective income tax rate for fiscal
2002, without regard to the $1.0 million unusual income tax
expense recorded in the first quarter of 2001. The related
diluted earnings per share were $1.00 ($1.10 basic) compared
10 $1.14 ($1.27 basic) last year. Return on shareholders’ equity
and return on assets were 10.80% and 0.81% respectively,
compared 1o 14.29% and 0.94% last year.

NET INTEREST INCOME

Continued strong loan generation is reflected in the increase
of 11% in average interest eaming assets from one year
ago. Despite this growth in assets, net interest income
(teb) increased only 1% over the same quarter last year
due to the negative effect of the record low interest rate
environment, particularly the decline in short-term rates
and the resulting steep yield curve which has squeezed

the net interest margin. The net interest margin was 2.47%
this quarter compared to 2.58% last quarter and 2.68%
one year earlier.
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The Bank's asset/liability structure results in assets, particularly
short-term assets, being sensitive to changes in interest rates.
The impact of the sharp reduction in short-term interest rates
on this sensitivity accounted for approximately 15 basis points
of the reduction in net interest margin from one year ago.
Part of the reduction in margin was offset by the realization
of security gains which are included in other income.

The resulting reinvestment along with the fall in interest

rates contributed to the reduction in the yield on the
investment portfolio to 3.68% for the second quarter

from 4.34% in the previous quarter and 5.48% one year ago.

In addition, the cost of funding prime based loans, for which
customers demonstrated a greater preference due to record
low rates and the steep vield curve, did not decrease
proportionately to the drop in prime. This is because the
cost of demand and notice accounts reached an interest
rate floor and there was greater reliance on more costly

short-term funding related to the growth in prime based loans.

By comparison, the spread on fixed rate loans for the second
quarter was relatively consistent with one year ago.

Recent increases in short-term interest rates will result in
improved margins going forward. In addition, the cost of
demand and notice accounts is not expected to rise as quickly
as the yield on floating rate assets.

CREDIT QUALITY

Credit quality remained strong. Net impaired loans as a
percentage of total loans improved to 0.10% this quarter,
compared to 0.12% at the end of the previous quarter and
0.18% one year ago. The allowance for credit losses at April
30, 2002 totalled $29.4 million. Of this amount, $7.2 miltion
was allocated to specific provisions, compared with $7.3
million in the previous quarter. The general allowance was
$22.2 million, up slightly from $22.1 million at January 31,
2002. Relative to risk-weighted assets, the general allowance
was 0.76% compared with 0.78% for the previous quarter
and 0.81% one year ago.

The provision for credit losses for the second quarter was
$1.94 million, consistent with the previous quarter and
compared to $1.52 million in each of the four quarters last
year. The increase in the provision from last year reflects
expected growth in the loan portfolio. The annual provision
for credit losses is projected to be approximately 26 basis
points of average loans, compared to 23 basis points last
year. The specific provision for credit losses {i.e. excluding

the increase in the general allowance for credit risk) was

22 basis points of average loans on an annualized basis.

This level of provisioning is consistent with initial expectations
for the year and compares very favourably with the Canadian
banking industry average which is almost four times greater
for the first six months of fiscal 2002.

OTHER INCOME

Other income was $5.1 million, an increase of 9% over the
same quarter last year. The increase in the "other" caption
includes net gains on securities sales of $548,000 this quarter
and $1.8 million year to date compared to $426,000 and
$775,000 respectively for the same periods last year. Gains in
the fixed income securities portfolio arose from the reductions
in market interest rates and have been realized to offset the
effect of the decline in net interest margin.

Advisory

From time to time we make written and
verbal forward-looking statements about
the objectives and strategies, operations
and financial results of Canadian Western
Bank. These may be included in the Annual
Report, filings with regulators, reports to
shareholders and other communications.
These forward-looking statements are
inherently subject to risks and uncertainties
beyond the Bank's control, including, but
not limited to, fluctuations in interest rates
and currency values, changes in economic
and palitical conditions, legistative or
regulatory developments, technological
developments and competition. These and
other factors may cause the Bank’s actual
performance to differ materially from that
contemplated by forward-locking
statements and the reader is therefore
cautioned not to place undue reliance

on these statements.



Trustee fees have been a strong growth area this year and
have increased $253,000 or 45% compared to the same
quarter last year. This growth reflects the success of the recent
expansion of services and underscores that there is a strong
niche for a western based trust company.

NON-INTEREST EXPENSES

Non-interest expenses were $14.1 million, an increase of
$953,000 or 7%, over the same quarter last year. The increase
primarily reflects the expansion of operations as 2001 new
branch initiatives are fully included in 2002. The efficiency ratio
increased to 54.5% from 48.7% in the first quarter and 52.1%
for the second quarter one year ago. The increase in this rate
primarily reflects the impact of lower net interest income
growth due to narrower spreads and compared to the previous
quarter the decrease also reflects three fewer days. The
efficiency ratio for the six months ended April 30, 2002 of
51.5% is consistent with 51.2% for the same period last year.

INCOME TAXES

During the quarter confirmation was received that prior

year tax refilings were successful (which effectively increased
unclaimed tax deductions in those years) and as a result the
estimated effective annual tax rate has been lowered from
the first quarter estimate to reflect the benefit. It is estimated
at approximately 35-36% (37-39% teb) which compares to
an effective rate of 33% in fiscal 2001.

BALANCE SHEET

Total assets grew 11% from one year ago to reach $3,554
million while total loans increased 12% over the same period
to $2,986 million. Loan growth, excluding securities purchased
under resale agreements was $42 million or 1% during the
quarter. New loan generation for the quarter was strong at
approximately $296 million but the growth was offset by some
large payouts primarily related to capital financings in the oil
and gas sector. Branch-generated deposits of $1,707 million
increased 18% compared to April 30, 2001 balances while
lower cost notice and demand deposits showed a substantial
increase of 27% from one year ago. There are no intangibles
or goodwill recorded in the balance sheet

Off-balance sheet assets include trust assets under
administration which went through the $1 billion mark this
quarter to $1,035 million, up 24% from one year ago and 7%
from the previous quarter. Other off-balance sheet items relate
to industry standard credit instruments (guarantees and

standby letters of credit and commitments to extend credit)
and financial instruments (primarily interest rate swaps) used
to reduce the risk from changing market prices. More detailed
information on the nature of these off-balance sheet financial
instruments is provided in Notes 12(a) and 16 of the 2001
Annual Report. The Bank does not have any special purpose
entities.

CAPITAL FUNDS,

Capital funds, consisting of subordinated debentures and
shareholders' equity, reached $327 million at April 30, 2002,
compared to $325 million last quarter and $304 million one
year ago. Retained earnings, net of dividends, and proceeds
from the exercise of options accounted for the increase in
capital funds year over year and were offset by the redemption
of a conventional subordinated debenture at its face value of
$5.0 million in the second quarter.

Book value at April 30, 2002 was $20.93 per share compared
to $18.99 one year ago. The capital adequacy ratio, the ratio
of regulatory capital to risk-weighted assets, was strong with
aTier 1 component of 9.1% and a total ratio of 12.0%. The
comparative percentages were 9.1% and 12.2%, respectively,
at January 31,2002 and 9.1% and 12.5% one year ago. The
Tier 1 capital is of the highest quality, comprised entirely of
common share capital and retained earnings. The level of
capital currently held allows the flexibility to pursue growth
opportunities as they arise and with the high ratio of Tier 1
capital significant new growth can be financed by issuing
Tier 2 capital only.

YEAR TO DATE PERFORMANCE COMPARED

TO TARGETS

The performance targets established for this fiscal year are
presented in the table below together with the actual financial
performance for the first six months of fiscal 2002 on an
annualized basis. For the growth targets, performance is also
shown for six months year-to-date in fiscal 2002 compared

to six months year-to-date for the prior year.

The record low interest rate environment has significantly
affected this year's financial results and the targets for growth
in income and revenue will be more difficult to reach even
with the anticipated improvement in the net interest margin
from expected increases in short-term interest rates. The
remaining targets continue to provide an excellent challenge
and are focused on core strengths.

Performance
Performance Q1 & 2 2002
Q1 & 2 2002 versus
2002 Target annualized Q1 & 2 2001
Net income before tax (teb) growth 12% (5%) 2%
Net income growth 5% (8%) 2%
Total revenue (teb) growth
Excluding gains on security sales 12% 1% 4%
Including gains on security sales 2% 6%
Loan growth 14% 7% 12%
Credit losses
Total provision for credit losses 0.25% or less 0.26%
Net new specifics only 0.22%
Efficiency ratio (teb) 50% or less 51.5%
Return on assets 0.90% or greater 0.81%

Second Quarter Report April 30, 2002 Canadian Western Bank




INTERIM CONSOLIDATED STATEMENT OF

INCOME

For the three months ended

% change from

For the six months ended

% change from

{unaudited) April 30 January 31 April 30 April 30 April 30 April 30 April 30
($ thousands, except per share amounts) 2002 2002 2001 2001 2002 2001 2001
Interest Income
Loéns $ 45223 $ 47,938 $ 51,840 (128)% | $ 93,161 $ 105,409 (11.6)%
Securities 2,276 3,193 3,243 (29.8) 5,469 7,084 (22.8)
Deposits with regulated )
financial institutions 789 1,014 . 2,738 (71.2) 1,803 5,069 (64.4)
. 48,288 52,145 57,821 (16.5) 100,433 117,562 (146
Interest Expense
Deposits 27,261 29,604 36,360 (25.0) 56,865 73,941 (23.1)
Debentures 946 997 974 2.9) 1,943 1,978 (1.8)
28,207 30,601 37,334 24.4) 58,808 75,919 (22.5)
Net Interest income 20,081 21,544 20,487 2.0} 41,625 41,643 0.0)
Provision for credit losses 1,935 1,935 1,524 27.0 3,870 3,048 270
Net Interest Income after Provision
for Credit Losses ‘ 18,146 19,609 18,963 (43) 37,755 38,595 (22)
Other Income
Credit related 2,571 2,542 2,606 (1.3) 5113 4,995 24
Retail services 917 940 805 13.9 1,857 1,630 13.9
Trust services 813 828 560 452 1,641 1,165 40.9
Other 831 1,604 727 143 2,435 1,335 82.4
5,132 5914 4,698 9.2 11,046 9,125 211
Net Interest and Other Income 23,278 25,523 23,661 (1.6) 48,801 47,720 2.3
Nen-interest Expenses
Salaries and employee benefits 8,308 7,966 7,585 95 16,274 14,980 8.6
Premises and equipment 2,690 2,722 2,504 74 5412 4,872 1.4
Other expenses 2,697 2,547 2,524 6.9 5.244 5,222 04
Provincial capital taxes 372 359 501 (25.7) 731 901 (18.9)
14,067 13,594 13,114 7.3 27,661 25,975 6.5
Net Income before Provision )
for Income Taxes 9,211 11,929 10,547 (12.7} 21,140 21,745 2.8)
Provision for income taxes (Note 3) 2,786 4,533 3,464 (19.6) 7,319 8,140 (10.1)
Net Income $ 6,425 $ 7,396 $ 7,083 93)% | $ 13821 $ 13,605 16 %
Average number of common
shares outstanding 12,625,266 12,584,053 11,693,612 8.0% 12,604,317 11,467,260 99 %
Average number of diluted
common shares {Note 2) 14,795,623 14,779,130 13,916,139 63% | 14,792,833 13,728,654 78 %
Earnings per Common Share ‘ N ’ '
Basic $ 0.51 $ 0.59 $ 0.61 (164)% | $ 1.10 $ 1.19 (7.6)%
Diluted {Note 2) $ 0.47 $ 0.53 $ 0.54 (13.0)% | % 1.00 $ 1.06 (5.7)%

The accompanying notes are an integral part of the Interim Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEET

As at As at As at Asat % change from
(unaudited) April 30 January 31 October 31 April 30 April 30
($ thousands) 2002 2002 2001 2001 2001
Cash Resources
Cash $ 2035 $ 1,810 $ 1,945 $ 1,858 95%
Deposits with regulated financial institutions 173,252 144,446 190,978 194,220 (10.8)
Cheques and other items in transit, net 25,039 57,687 39,885 29,908 (16.3)
200,326 203,943 232,808 225,986 (11.4)
Securities
Issued or guaranteed by Canada 142,081 83,520 118,549 90,652 56.7
Issued or guaranteed by a province 86,421 95,606 117,034 107,896 (19.9)
Other securities 90,374 76,479 32,837 37,388 1417
318,876 255,605 268,420 235,936 35.2
Loans (net of allowance for credit losses)
Securities purchased under resale agreements 53,499 53,436 75,000 33,983 57.4
Residential martgages 564,096 553,554 552,585 529,288 6.6
Other 2,368,768 2,337,806 2,255,051 2,115,805 12.0
2,986,363 2,944,796 2,882,636 2,679,076 115
Other
Land, buildings and equipment 14,803 15,582 16,014 14,780 0.2
Other assets 33,247 32,715 39,690 34,982 (5.0)
48,050 48,297 55,704 49,762 (3.4)
Total Assets $ 3,553,615 $ 3,452,641 $ 3,439,568 $ 3,190,760 11.4%
Deposits .
Payable on demand $ 94,500 $ 87,014 $ 78562 $ 70131 34.7%
Payable after notice 419,711 414,623 370,566 335,037 25.3
Payable on a fixed date 2,657,937 2,558,311 2,593,179 2,415,708 10.0
3,172,148 3,059,948 3,042,307 2,820,876 12.5
Other
Other liabilities 54,814 67,758 17,873 66,120 (17.1)
Subordinated Debentures
Conventional (Note 4) 8,126 13,126 13,126 13,126 (38.1)
Convertible 54,000 54,000 54,000 54,000 0.0
62,126 67,126 67,126 67,126 (7.4)
Shareholders' Equity
Capital stock 144,904 144,611 143,942 142,608 1.6
Retained earnings 119,623 113,198 108,320 94,030 27.2
264,527 257,809 252,262 236,638 11.8
Total Liabilities and Shareholders' Equity $ 3,553,615 $ 3,452,641 $ 3,439,568 $ 3,190,760 11.4%

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

For the six months ended

(unaudited) April 30, April 30,
($ thousands) 2002 2001
Capital Stock
Balance at beginning of period $ 143,942 $ 111,342
Common shares issued:
Exercise of employee stock options 962 1,841
Proceeds of equity issue - 29,425
Balance at end of period 144,904 142,608
Retained Earnings
Balance at beginning of period 108,320 83,253
Net income for the period 13,821 13,605
Dividends (2,518) (2,023)
Share issue costs, net of income taxes of $0 (2001 — $534) - (805)
Balance at end of period 119,623 94,030
Total Shareholders’ Equity $ 264,527 $ 236,638

The accompanying notes are an integral part of the Interim Consolidated Financial Statements.
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CONSOLIDATED STATEMENT OF CASH FLOW

For the three months ended

For the six months ended

{(unaudited) April 30 April 30 April 30 April 30
(§ thousands) 2002 2001 2002 2001
Cash Flows Provided by (Used in) Operating Activities
Net income $ 6,425 $ 7,083 $ 13821 $ 13,605
Adjustments to determine net cash flows:
Provision for credit losses 1,935 1,524 3,870° 3,048
Depreciation and amortization 781 853 1,566 1,704
Future income taxes, net 37 2,009 737 3,939
Gain on sale of securities, net (548) (426) (1,848) (775)
Accrued interest receivable and payable, net (11,534) (6,971) (7,854) (3,678)
Current income taxes payable, net (1,326) 393 (11,117) 2,833
Other items, net (576) (1,029} 1,694 (3,287)
(4,806) 3,436 869 17,389
Cash Flows Provided by (Used in) Financiné Activities '
Deposits, net o o 112,200 35,576 129,841 93,067
Debenture redemption (Note 4) {5,000) ~ (5,000) -
Dividends - ~ (2,518) (2,023)
Common shares issued, net of issue costs 293 28,759 962 29,927
107,493 64,335 123,285 120,971
Cash Flows (Used in) Provided by Investing Activities
Loans, net (43,502) (57,114) (107,597) (122,033)
Interest bearing deposits with regulated financial institutions, net (31,992) (5,202) 32,832 (19,356)
Securities, net (62,723) (5,850). (48,608) (3,738)
Land, buildings and equipment, net {79) (1,296) (431) {1,538)
(138,296) (69,462) (123,804) (146,665)
Increase (Decrease) in Cash and Cash Equivalents (35,609) (1,691) 350 (8,305)
Cash and Cash Equivalents at Beginning of Period 79,411 41,406 43,452 48,020
Cash and Cash Equivalents at End of Period * $ 43,802 $ 39715 $ 43,802 $ 39,715
*  Represented by:
Cash resources per Consolidated Balance Sheet $ 200,326 $ 225,986 $ 200,326 $ 225,986
Less interest bearing deposits with regulated financial institutions 156,524 186,271 156,524 186,271
Cash and Cash Equivalents at End of Period $ 43,802 $ 3975 .$ 43,802 $ 39715
Supplemental Disclosure of Cash Flow Information
Amount of interest paid in the period $ 40,262 $ 44,992 $ 69,243 $ 78834
Amount of income taxes paid in the period $ 3,530 $ 416 $ 17,165 $ 1,450

The accompanying notes are an integral part of the Interim Consolidated Financial Statements.
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Notes to The Interim Consolidated Financial Statements

(unaudited)
{3 thousands, except per share amounts)

1.

BASIS OF PRESENTATION

These interim unaudited 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, using the same accounting policies as the
Consolidated Financial Statements for the year ended October 31, 2001,
except as explained in Note 2 below. These interim unaudited consolidated
financial statements do not include all disclosures required in the annual
financial statements and should be read in conjunction with the Consolidated
financial Statements included in the Bank’s 2001 Annual Report.

CHANGE IN ACCOUNTING POLICY - EARNINGS PER SHARE
Effective November 1, 2001, the Bank adopted the treasury stock method of
calculating diluted earnings per share as required by the Canadian Institute
of Chartered Accountants’ revised accounting standard. This method assumes
that any proceeds from the exercise of in-the-money stock options would

be used to purchase the Bank’s common shares at the average market price
during the period. Prior to November 1, 2001, the imputed earnings method
of calculating diluted earnings per share was used which assumed that
exercise proceeds were invested to eam a return.

The new method was applied retroactively with restatement of prior periods.
Under the previous method, diluted eamnings per share were $0.01 higher in
each of the comparative quarters and $0.05 higher for the year ended
October 31, 2001,

3. INCOME TAXES
There are no unusual, non-cash tax items in the provision for income taxes in
the first two quarters of 2002. In fiscal 2001, the provision included unusual,
non-cash items representing the write-down of future income tax assets to
reflect corporate income tax rate reductions enacted for accounting purposes.

Write-downs were recorded in the first ($1,000) and third ($250) quarters

of 2001 representing federal and provincial income tax rate reductions
respectively. The Bank’s future income tax asset position arises primarily from
the general allowance for credit losses which is not allowed as a current
deduction for tax purposes.

4. SUBORDINATED DEBENTURES

In the second quarter of 2002 a conventional debenture in the amount of
$5,000 was redeemed by the Bank at face value plus accrued interest.

5. OUTSTANDING SHARE DATA

As at April 30, 2002 the Bank had 12,637,822 common shares outstanding.
In addition there were two outstanding debentures with a combined
principal amount of $54,000 that are convertible into a total of 1,799,344
common shares and employee stock options that have been issued which
are or will be exercisable into 1,133,115 common shares (1,189,399
authorized) for proceeds of $21,582. During the first quarter of 2002,
140,806 employee stock options were granted with an average exercise
price of $26.73 per share.

6. COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified to conform to the
current peried’s presentation. '

Shareholder Information

Head Office

Canadian Western Bank & Trust

Suite 2300, Canadian Western Bank Place
10303 Jasper Avenue

Edmonton, AB T5J 3X6

Telephone: (780) 423-8888

Fax: (780) 423-8897

Website: www.cwbank.com

Subsidiary Regional Office
Canadian Western Trust Company
Suite 2230, 666 Burrard Street
Vancouver, BC V6C 2Y8
Telephone: (604) 669-0081

Fax: (604) 685-9997

Website: www.cwt.ca

Stock Exchange Listing

The Toronto Stock Exchange

Share Symbol: CW8B

Convertible Debenture Symbol: CWB.DB.A

Transfer Agent and Registrar
Computershare Trust Company of Canada
Suite 970, Canadian Western Bank Place
10303 Jasper Avenue

Edmonton, AB T5) 3N6

Telephone: (780) 448-7598

Fax: (780) 426-4032

Investor Relations

For further financial information
call Jon W. Kieran at

Hume, Kieran inc.

Telephone: (416) 868-1079

Fax: (416) 868-6198

or visit our website at
www.cwbank.comfinvestor_info

Online Investor Presentation
Supplemental financial information for investors
and analysts is available on our website at
www.cwbank.com/investor_info

Webcast

A live audio webcast and conference call

took place on Friday, June 7, 2002 with

Bank executives, analysts and investors.

The webcast is archived on our website at
www.cwbank.com/investor_info until August 31,
2002. A replay of the conference call is available
until June 21, 2002 by dialing toll-free
1-877-289-8525 and entering passcode 18428244
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