WAY CANADIAN WESTERN BANK

Think Western®

CWB Reports Record Quarterly Net Income and Revenues
6% loan growth in the third quarter

17% increase to quarterly dividend S U P P L

Edmonton, September 7, 2006 - Canadian Western Bank (CWB on TSX) today announced
record quarterly earnings and total revenues for its 73™ consecutive profitable quarter.

Third quarter net income of $17.7 million and diluted earnings per share (EPS) of $0.56
increased 16% and 14% respectively over the same quarter in 2005. Reported net earnings
included a $1.2 million ($0.03 per diluted common share) tax expense related to the write-
down of future tax assets due to reductions in future corporate income tax rates. Excluding
the impact of this tax expense, net income increased 24% over one year ago, while diluted
EPS grew 20%.

Third Quarter Highlights:

(three months ended July 31, 2006 compared with three months ended July 31, 2005, unless otherwise noted)

» Record quarterly net income of $17.7 million, up 16% (up 24% excluding the $1.2
million write-down of future tax assets).

« Record total revenues (teb') of $56.9 million, up 15%.

¢ Diluted earnings per share for the quarter of $0.56, up 14% (up 20%, to $0.59
excluding the $1.2 million write-down of future tax assets).

o Loan growth of 6% in the third quarter and 25% in the last twelve months.

¢ Return on equity of 14.2%, an increase of 40 basis points (an increase of 140 basis
points to 15.2% excluding the $1.2 million write-down of future tax assets).

» Efficiency ratio (teb) of 45.6%, an improvement of 90 basis points.
¢ Net income and diluted EPS for the nine months ended July 31, 2006 increased 28%

and 26% respectively. PROEESSED

! Taxable equivalent basis. See definition following Financial Highlights table. SEP ﬁ 9

Very strong loan growth of 6% in the quarter and 25% over the past twelve montﬁHOMSO
contributed to record quarterly total revenues, on a taxable equivalent basis, of $56.9 milliGdNANGC]
or 15% higher than the third quarter last year.

The Board of Directors today declared a quarterly dividend of $0.14 per common share,
payable on October 5, 2006 to sharehoiders of record on September 21, 2006. This dividend
represents an increase of 17% over the previous quarterly dividend and 40% over the
quarterly dividend declared one year ago.

As announced on August 31, 2006, Canadian Western Bank Capital Trust issued $105
million of trust capital securities ~ Series 1 (WesTS). The WesTS qualify as Tier 1 regulatory
capital of CWB and will support the Bank’s ongoing growth and other strategic initiatives
without diluting the interests of existing shareholders.
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“These results reflect both the increasing value of our Think Western® approach to business
...and the current economic sirength in Western Canada,” said Larry Pollock, President and

'CEO of Canadian Western Bank. “The addition of innovative Tier 1 capital will support
. continued high quality growth in sll areas. of our business and provide greater flexibility in

considering stra‘tegi'c acquisitio"n‘s and f‘urther dividend increa‘ses ! acided Mr. Pollock. )

Both operatmg segments reported record net income in thé third quarter Banking and trust '

. perations achieved quarterly net inccmé of $15.8. million and a 15% year-over-year
:\w icrease’ in total revenugs (teb). Insurance operatlons contributed -quarterly net income of
5 ¥ $1.9 million, largely due to a. 28% mcrease in net earned premiums (teb) and a conSistent .

" “claims loss ratio of 64%. ‘ _ .




Financial Highlights

- s S
“Z! 'For tie three months enoed

July 31 P

"I For'the nine moriths'ended

(unaudited) . July 31 w April 30 . <o July 3L e -.July 31 July 31 ~July 3t
($ thousands, excegt Er share amounts) 2006 ] 2006 2005 2005 2006 v 2005 2005
Results of Operations : T S oF G TETT Y B T s
Net interest income (teb - see below) $ 42,942 $ 40,058 $ 36,964 16 % $ 122,714 $ 102,912 19 %
Less teb adjustment 1,039 | 973 : 2,884 2,639 9
Net interest income per.® ; [~ 2 7 NE ! Iy & ' Gt
financial statements o 41,903 | 39,085 .. . 119 830 100,273 20
Other income o o e 13,942 | 12,953 ~ & u'»39,491. 34,015+ -16
Total revenues (teb).x-»: . *: . 56,884 53,011 62,205 - 136,927.-. 18
Total revenues S 55,845 52,038 59,321 | '™ “134,288 - 19
Net income . "~ : RS PR 17,693 | . 16,6677 1.1, : 50,798 * ot 39,577 28
Return on common shareholders equity | 14.2%: 14.3% 14.2%; . , 12 6% 160 bp
Return on average total assets | 1.06 1.10 1.09 Teot02 T 7
Earnings per common share ‘ |
Basic I'$ 0.57 0.54 $ 0.50 14 % $ 1.65 $ 1.32 25 %
Diluted 0.56 0.52 0.49 14 1.60 1.27 26
Efficlency ratio (teb) i 45. 6%‘ 47.1% 46.5% (90) bp 46.4% 48.6 (220)bp
Efficiency ratio i 46.4 47.9 47.4 (100) 47.2 49.5 (230)
Net interest margin (teb) : 2.58 2.64 2.75 (17) 2.63 2.66 (3)
Net interest margin i 2.52 2.57 2.67 (15) 2.57 2.59 (2)
Provision for credit tosses as a I
percentage of average loans \ 0.19 0.20 0.23 (4) 0.20 0.25 (5)
Per Common Share |
Cash dividends 0.12 0.12 0.10 20 % 0.36 0.28 29 %
Book value 16.24 15,79 14.57 11 16.24 | 14,57 i1
Closing market value ; 45.48 42.49 31.07 46 45.48 31.07 46
Common shares outstanding
{thousands) 30,847 30,764 30,577 1 30,847 30,577 1
Balance Sheet and Off-Balance H
Sheet Summary ;
Assets | $6,871,121 $ 6,475,759 $ 5,423,947 27 %
Loans . 5,466,969 5,144,055 4,384,646 25
Deposits 5,944,676 5,562,606 4,670,659 27
Subordinated debentures 198,126 158,126 128,126 55
Shareholders’ equity 500,925 485,691 445,407 12
Assets under administration 3,192,116 3,105,873 2,788,785 14
Capital Adequacy
Tangible common equity ;
to risk-weighted assets ! 8.7%: 8.9% 9.9% {120)bp
Tier 1 ratio * 8.7 . 8.9 9.9 (120) ;
Total ratio 12.3 12.7 12.8 (50) !

M bp - basis point change.

Taxable Equivalent Basis (teb)

Most banks analyse revenue on a taxable equivalent basis to permit uniform measurement and comparison of net interest income. Net interest income (as presented
in the consolidated statement of income) includes tax-exempt income on certain securities. Since this income is not taxable, the rate of interest or dividends received
is significantly lower than would apply to a loan or security of the same amount. The adjustment to taxable equivalent basis increases interest income and the
provision for income taxes to what they would have been had the tax-exempt securities been taxed at the statutory rate. The taxable equivalent basis does not have
a standardized meaning prescribed by generally accepted accounting principles (GAAP) and therefore may not be comparable to similar measures presented by other

banks.



.M'essage to Sharene;l,a{e"rs‘#f‘ B

Canadian Western Bank (CWB or the Bank) is pleased to report very strong results for the third
quarter of 2006, highlighted by record net income and total revenues (teb), as well as 6% quarteriy’ °
loan growth. The period also marked t'te Bank's 73" consecutive profitable quarter, a period spanning
more than |8 years SRR . RRTORE - : . :
Third qu:rter net income of $ 7 7’: miltion increased;t6% over the same périod in 2005, while diluted

earnings per share (EPS) increased: 14% -io $0.56.- These results were reduced bv a $1.2 million
($0.03 per diluted common share) tax-expense resulting from the write-down of future tax assets ‘o
reflect lower future corporate income tax rates. Excluding this impact, net income and diluted earmngs
per share increased 24% and 20% respectively over the third quarter in 2005.

Increasnng the Bank’s fetdrn - on eqmty throuqh contmued mgn quallty asset growth ‘and an efficient
capital structure is a key objectrve of CWB's 1ong-term ousmess plan. The issuance of $105 million of ~
non-dilutive, innovative Tier 4 capltai subsequent to quarter end ddds a new component fo our capital
structure. Our strengthened’ capltal posrtlon will allow us fo benefit from our growth strategies and
Western Canada’s favourable  economic conditions without dllutlng the interests " of existing
shareholders. The additional capital will also provide greater fiexibility in considering strategic
acquisitions and increases to common share dividends. We are especially pleased these securities
were placed privately, as this confirms the growing market acceptance of our bank: with Canada’s
institutional investors. . . o S

~ . e R Rt

Disclosure Procedures

Prior to its release, this quarterty report to’ shareholders was reviewed by the Audit Commlttee and, on
the Audit Committee’s recommendation, approved by the Board of Diréctors of Canadian Western :
Bank, consistent with our practice in prior quarters.

Share Price Performance

CWB shares ended the third quarter at $45.48, up from $31.07 one year ago. The effective return for
shareholders over this period was 48%, including reinvested dividends. This compares very favourably
to the 8% return earned by the S&P/T SX Fmancrals Index over the same timef.ame

Dividends

At their meeting on September 7, 2006, CWB's Board of Directors declared a quarterly dividend of
$0.14 per common share, payable on October 5, 2006 to shareholders of record on September 21, .
2006. This dividend represents an increase of 17% over the prevuous quarterly dividend and 40% over

the quarterly dividend declared one year ago ‘

Loan Growth ‘ - . oo :

Total loans increased 6% in the third quarter, 19% on a.year-to-date basis and 25% over July 31, 2005.

CWB's highly personalized service and growing brand -recognition, combined with Western Canada’s
positive economic activity continued to drive these very strong results. Alberta and British Columbia were

the primary sources of growth in the quarter. Loan activity in Saskatchewan and Manitoba was also

favourable. New loan deal flow remains very strong. . .

The industrial lending division has been performing particularly well and has achieved 21% ioan growth
through the first nine months of the year. This type of business lending represents a speciaiized niche for
CWB that provides a premium-yieid,-diversification within cur loan’portfolio and increased exposure in our
markets. The industrial loan portfolio surpassed $1 biliion thns quarter- and is-on pace to dehver a second
consecutive year of growth in excess of 20%.

Outstanding balances for the Bank's alternative mortgage business, recenily branded as Optimum
Mortgage, totaled $189 million at July 31, 2008, an increase of $37 million in the quarter and 130%
year-to-date. While Optimum Mortgage represents only a small percentage of total loans, these resuits
have already significantly exceeded our fiscal 2006 target of doubling the outstanding balances in this
portfolio. We will continue to promote and look for new opportunities to grow this line of business.
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Net Interest Margin .~ , i e o

CWB’s yuarterly net interest margin (teb/ of 2 58% decreased from the third. quarter last year WhICh o

benefited from increased interest penalties from higher volumes of early loan payouts. Net interest -

margin was also down from the prior quarter, due to higher liquidity as well as prosperous economic

conditions across Western Canada that have generally resulted in increased competition and tighter

pricing on loans. Strong growth in branch-generated deposits.in the: quarter-and the last year has kept

pace wnth loan growth and had a stabrltZrng effect on net mterest margln B :
T 4 :

Credit Quahty s BRI gT_ . ‘_ . ;—vl;:- 0y g

A combination of favourable economic condltlons .and drscrpllned credrt undemrltlng has allowed the
Bank to maintain its consistent’ quarterty provrsron for predrf tosses desplte the srgnlf icant growth in the ~
loan portfolio. Credrt quallty refnairied’ very strong and the total allowance for credit losses represented’
596% of gross, |mparred ‘loans at July 31, 2006 The general aIIowance for credit losses was also,"
strengthened in the quarter by a $2 0 m|II|on reco 4 e C cial o 'n orlgmally provrded forin
fiscal 2004. : . v

Trust:-Services

Canadian Western Trust Company (CWT) and Vallant Trust Company (Vallant) contrnued to perform -
very well in the third quarter. Trust services fee income was a record $2.8 million, up 4% over the
previous quarter and 34% from one year ago. Valiant's revenues were favourably impacted by larger
trust account.balances due to increased business volumes, as well as higher interest rates on those
balances. Total trust assets_under admlnlstratlon totaled $3.2 bllhon at quarter end and have grown.
20% year-to- -date.

A TRT ST

Insurance

The Bank’s.insurance subsidiary, Canadian. Direct Insurance tncorporated reported record net
earnings of $1.9 million in the third quarter a 16% increase over the same quarter last year. Insurance
operations continue to prowde an important contribution towards the Bank's consolidated results and
management is seekrng additional growth opportunltles within this pillar of the financial services
industry. During the quarter, Canadian Direct Insurance celebrated 10 years of providing home and
automobile Jinsurance directly to its customers.

e T SN AR

Outlook

CWB continues to expand |ts presence in Western Canada through accretlve organlc growth achieved
through execution of its proven business plan. Increasing recognition of our Think Western® approach
to business and a favourable economic outlook for our defined markets are expected to contribute to
ongoing strong and high quality fi financial results through the remainder of 2006 and beyond. The Bank
is strengthenmg its focus on people processes and lnfrastructure to ensure we have the right tools in
place ona’ tlmer basrs to suppOrt growth and enhance our busrnesses as we move forward.

C
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We look forward to reporting our results for the fourth quarter a'nd ﬂscal 2006 on D‘ecember 7, 2006.

Q3 Results Conference call

CWB's third quarter resutts conference call is scheduled for Thursday, September 7 2006 at 3:30 p.m.
ET-(1:30 p.m. MT).- The Bank's-executives will comment.on the third quarter results and respond to
questions from analysts and institutional investors. . .

You may access the call on a listen-only basis by dialing 416-644-3424 or toll-free 1-800-814-3911.
The call will also be broadcast live on the Bank’s website, www.cwbank.com. The webcast will be
archived on the Bank’s website for 60 days. -

A replay of the conference call will be available until September 21, 2006 by dialing 416-640-1917
(Toronto) or 1-877-289-8525 (toll-free) and entering passcode 21176305#.




About Canadian Westery, Bansk - - - v~ o S

Canadran Western Bank offers hlgnly personahzed ser\irce through 31 brancn iocations and | rs the onIy h
publiciy iraded . Schedule 1 chanered bank headquartered ‘in and regionally focused on WWestern -
Canada. The Bank! with totai baiance ‘sheet assets of $6.9 billion and assets under administration of
$3.2 billion, specializes in mid-market commercial lending and offers a fuil range of retail services.

Trust services to independent financial advisors, corporations, income trusts and individuals are also
provided through the Bank’'s wholly owned subsidiaries, Canadian Western Trust Company .and
Valiant Trust Company. Canadian, Direct, Insurance Incorporated is a wholly owned subsidiary
providing personal automobrle and property insurance_ drrectlv to customers in British Columbia and
Alberta. The commion shares of Canadlan Western Bank are listed on the Toronto Stock Exchange”
under the trading symbol of ! CWB’ For mora |nf0rma'|on see the Bank s websne at www cwbank.c com.

sk

FOR FURTHER INFORMATION CONTACT: ~

Larry M. Pollock Kirby Hill

President and Chief Executive Officer ~ Senior Manager, Investor and Public Relatlons
Canadian WesternBank =~ =~ = * "Canadian Western Bank ' :
Phone: (780) 423-8888 R " Phone: (780) 441-3770

" E-mail: kirby.hill@cwbank.com '




Management’s Discussion and Analysis

This management’s discussion and analysis (MD&A) should be read-infzapjunction’ with the unaudited ",
interim consolidated. financial. statements for the, period ended. July 31, 12006, as well as the audited

consolidated financial statements and MD&A for the year ended ‘October 31, 2005 whlch are avarlable
on SEDAR at www.sedar. com Except as discussed below the facfors |scussed and referred toin the
MD&A for f scal 2005 remam substantlally unchanged ; ’

B T TR P (S

Overwew : EA

Canadian Western Bank (CWB or the Bank) reported thlrd quarter net mcome of $17 7 mllllon a16% -
(2.5 million) increase over the same quarter last year These reéot’d éarnlngs marked the Bank’s 73"’
consecutive quarter of proﬁtablllty a. penod ‘spanning’, more than 18 years. Consolldated results
included banking and trust segment eamings of $15.8° millioh and & $1:9 rhillion Contribution from
Canadian Direct Insurance Incorporated (Canadian Direct). Quarterly net income was negatively
impacted by a $1.2 million tax expense ($0.03 per diluted common share) related to the write-down of
future tax assets due to enacted reductions to federal and provrnolal |ncome tax rates. Excluding this
tax item, quarterly net income and diluted earnings per share were up 24% and 20% respectively, over
the same period one year ago. -

Pt

Third quarter net income increased 6% ($1.0 mrl‘lron)"over the previous ofdarterdde to continued strong |
results from both operating segments. and three more interest and premium- earnlng days Year to date
net income was $50.8 million, up 28% over the same period last year.

Total revenues, on a tax equivalent basis (teb — see definition following Financial Highlights table)
increased 15% over the same quarter last year and 7% over the previous quarter. Net interest income
(teb) increased 16% over the previous year due to very strong loan growth, while other income was up
11% over the same timeframe due to record contributions from insurance and trust operations, as well
as higher credit related fee income.

Third quarter diluted earnings per share increased 14% to $0.56, up from $0.49 one year ago. Year-to-
date diluted earnings per share were $1.60, up 26% from $1.27 in the same period last year. Return
on equity was 14.2% in the third quarter, or 15.2% excluding the impact of the previously noted $1.2
million tax adjustment. Year-to-date return on equity of 14.2% compared very positively to 12.6% one
year earlier. Third quarter return on assets was 1.06%, or 1.13% excluding the tax adjustment. Year-
to-date return on assets was 1.09% representing a 7 basis point improvement over 1.02% in the
previous year.

Total Revenues (teb)

Total revenues (teb), which are comprised of net interest income and other income, were a record
$56.9 million in the quarter, up 15% ($7.3 million) over the third quarter last year. Year-to-date total
revenues (teb) were $162.2 million, up 18% ($25.3 million) over the same period in fiscal 2005.

Net Interest Income (teb)

Net interest income (teb) totaled $42.9 million in the quarter, an increase of 16% ($6.0 million) over
one year ago. This increase reflects 24% growth in average interest-earning assets and a net interest
margin (teb) of 2.58%, compared to 2.75% one year ago. The year-over-year decrease in net interest
margin (teb) primarily reflects lower interest penalties than the third quarter last year which benefited
from higher volumes of early loan payouts. increased loan pricing competition as well as higher
liquidity and debenture interest costs were additional factors contributing to the year-over-year
decrease.

On a year-to-date basis, net interest income (teb) of $122.7 million increased 19% ($19.8 million) over
one year ago. Net interest margin (teb) was 2.63% through nine months, compared to 2.66% in the
prior year. This decrease was primarily due to lower interest penalties, higher debenture interest costs
and increased loan competition, partially offset by an improved deposit mix.

In comparison to the second quarter, third quarter net interest income (teb) increased 7% ($2.9 million)
due to a 6% increase in average interest earning assets and the impact of three additional days,
partially offset by a reduction in net interest margin (teb). The six basis point quarterly decline in

7



margin from 2.64% last quarier was primarily attributed to loan pricing competition and increased
balances held in loweryreldrng HQuld assets g .

Note 8 to the unaudrted mtenm fi ndncrat statements summarizes the Bank's interest rate isk posrtron .
as at .July 31, 2006. Interest rate risk or sensrtrvrty is defined as the rmpact on net interest rncome both' '
current and futuré resultrng from a chanqe in market interest rates. Based on the interest rate gap
position as at July 31, 20086, it rs estrmated that a one' percentage ‘point increase in ali interest rates
would increase net interest’ mcome by appioximately 0.2%. This compares to Aprii 30, 2008, wher 3
one percentage point increase in all interest rates would have increased net interest income bv
approximately 1.0%. Y

Other Income

Other income was $13.9 million in the third quarter, an increase of 11% ($1.4 mrllron) over the same
quarter last year and 8% ($1.0 miliion) over the previous quarter. This increase primarily reflects record” -
quarterly contributions from insurance and.irust operations, as well as higher credit related fee income.
Year-to-date other income was up 16%;to $39.5 million and reflects coniinued strong grewth across
both business segments.

Unrealized losses in the securities portfolio at July 31, 2006 totaled $4.3 million,.compared to $4.1 .
million at the end of the second quarter and unreairzed gains of .$1.2 million one year ago. These -
fluctuations are prrmanly attributed to changes in interest. rates and shifts in the yield curve..
Investments within the securrtres portfolio are not held for trading purposes.and are typlcally held until
maturity. ; . .

Credit Quality

Credit quality remained very strong through the third quarter and provisions for credit losses were .
unchanged from the previous quarter at $2.6 million. The quarterly provision for credit losses
measured as a percentage of average loans was 19 basis points in the third quarter, compared to 20
basis points in the previous quarter and 23 basis pornts one year ago. This decrease reﬂects contrnued
strong growth in the Bank’s loan portfolro

Total gross impaired loans were $8.6 mrlhon at the end of the third quarter, c,ompared to $r'| .4 million
last quarter and $15.8 million one year ago. While the dollar fevei is expected to fluctuate over time,
gross impaired loans remained at historically low levels dué to a continued sirong credit environment
and successful resolutions of problem accounts. The overall quality of the ioan poitfoiio‘is expected to
remain strong.

The Bank’s total allowance for credrt losses {generai and specific) mcreased $4.4 million to $51.0
million at the'end of the quarter. Thrs increase inciudes a $2.0 miliion recovery on one commercial loan
originally provided for in fiscal 2004" The total allowance for credit losses was 598% of gross impaired
loans at July 31, 2006, compared to 409% at the end of the previous quarter and 288% one year ago.
The general allowance represented 88 basis points of rlsk-werghted loans at the end of the quarter’
compared to 82 basis pornts last quarter and one year ago. :

Non-lnterest Expenses

Non-interest expenses were $25.9 million in the third quarter, an increase of 13% ($2.9 million) over
the same period in 2005 and 4% ($1.0 million) over the previous quarter. Year-to-date, non-interest
expenses increased 13% over the comparative period in fiscal 2005 to $75.2 million. Increased non-
interest expenses primarily reflect higher staffing complements necessary to facilitate growth, as well
as annual salary increments and additional adjusiments due to sustained economic pressures. Higher
premise and equipment costs associated with improvements and expansion to the Bank's
infrastructure were additional factors contributing to the increase.

CWB’s efficiency ratio (teb), which measures non-interest expenses as a percentage of total revenues,
was 45.6% in the quarter, a 90 basis point improvement over the comparable period in fiscal 2005.
The efficiency ratio through nine months was 46.4%, representing a 220 basis point improvement over
one year ago. CWB continues to be an industry leader in this measure.




Income Taxes "¢

The income tax rate (teb) was 36.0% for the first nine months’ of ZDDG c!ompared t6'37.0% one year '

ago. The year-to-date tax rate before the teb adjustment was, 33. 6%, compared ta.34.2% in the prior,
year. Excludlng the |mpact of the previously noted $1.2 mlthon tax expens,e related to the write-down of
future tax assets, the income tax rate {teb) was 33.6%,for thé th|rd qua[ter and 34. 5% for the first nine.
months of 2006, Looklng forward the reductions in federal and provmmal rncome tax rates announced

thls year wlllhave a posmve Impact on overall tax rates and cash tax,pald on future eamlngs

S e !
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Balance Sheet

Total assets were $6,871 million at July 31, 2006, an increase of 6% ($395 million) in the third quarter
and 27% ($1,447 million) over the past year

Cash and Secunt/es S n IR P TS o
Cash, securities and secuntles purchased under resale agreements totaled $1, 256 mllllon at the end of
the third quarter, compared to.$1,193 million at-April.30, 2006 and $910 million one year ago.

oo

Loans

Total loans were $5,467 millicn at July 31 2006 an incréase of 6% ($323 mllllon) |n the quarter and
25% ($1,082° m1II|on) over the past twelve moriths Quarterly loan growth"was strongest in Alberta,
whilé' results in British' Columbla also continued to be very positive. All Iendlng 'divisions continued to
perform' ‘well -with real estate and industrial loans’ contributing the largest ‘portion of the quarterly
increase. New deal flow remains strong and the Bank has already achieved its 17" consecutive year of
double-digit loan growth.

Deposn‘s

Deposits ralsed through the Bank's branch network and Canadlan ‘Western Trust Company totaled
$3,902 million. at July 31, 2008, an increase of 6% ($207 million) in the quarter and 26% ($815 million)
in the last twelve months. The lower cost demand and notice component increased 2% ($34 million) in
the quarter and 27% ($326 million) over the past year. A significant portion of the year-over-year
growth in total branch deposits reflects larger commercial, and wholesale balances, which can be
subject to. greater fluctuation. Year-to-date growth in branch deposns was consnstent with loan growth
and lower, costs, associated with this source of funds had a posmve |mpact on the Bank’s net interest
margin over the same tlmeframe ' P P T

Total deposits at July 31, 2006, including corporate wholesale balances and those raised through
agent networks; were $5,945 million, an increase of 7% ($382 million).in the quarter and 27% ($1,274
million) in the last twelve’ months Both branch’ deposnts and. demand and notice deposits as a
percentage of total deposns have remalned con3|stent wnth Iast quarter and one year ago.

.....

Other Assets and Other Ltablllt/es . r ' |

Other assets were $148 million at July 31, 2006 compared to $138 m||||on at ApnI 30, 2006 and $130
million one year ago. Other liabilities of $227 million compared to $229 m|II|on at the end of the
previous quarter and $180 million one year ago. g

Off-BaIance Sheet

Off-balance sheet assets include trust assets under admlnlstratlon wh|ch totated $3 192 million at JuIy
31, 2006, compared-to $3,106 million at the end. of the second quarter and $2,789 million one year -
ago. Other off-balance sheet assets are composed of standard- industry .credit instruments
(guarantees, standby letters. of credit and commitments to extend credit) and derivative financial .
instruments (primarily interest rate swaps) used to-manage sensitivity to interest rate changes. For .
additional information regarding other off-balance sheet assets please refer to Notes 20 and 25 to the
audited consolidated financial statements on pages 63 and 67 respectively in the Bank’s 2005 Annual
Report.



Capital Management

CWB's total capital adequacy,.rstic,, which measures. regulatory cap:tal as a percentage of rlsk- :
weighted assets, was 12.3% at the end of the third quarter, compared to 12.7% at the end of the
second quarter and 12.8% one year ago. The Tier 1 ratio was 8.7% at July 31, 2006, compared to
8.9% in the previous_ quarter and 9.9% one year ago. Reduced capital ratios reflect the Bank’s
significant asset growth The' |<snan09 of $105 million of non-dilutive, innovative Tier 1 “capital
subsequent to quarter end will provide necessary “and efficient _support for. contrnued high quality
growth across all lines of business. The pro forma total capital ratio; including the new Tier 1 capita!:
would be 14 1% at July 31 2006 whrle the Tier 1 ratlo would be 10. 2%
Book value per common share : ‘Juiy 31 2006 was $16 24, compared to $ 15.79 at Aprrl 30, 2006 and
$14.57 oné year ago. o . _ .

Common shareholders received a quarierly cash dividend of $0.12 per common share on July 6,2006. -
On September 7, 2008, the Board of Directors declared a quarterly dividend of $0.14 per common
share payable on October 5, 2006 to shareholders of record on September 21, 2006. This dividend
represents an increase of 17% over the prevrous quarierly dlwdend and 40% over the: quarterly
dividend declared one year ago. o .

S
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Accounting Policies and Critical Accountmg Estlmates ‘

Significant accounting policies are detailed in the notes to the Bank's Oc'tober 31 2005 audlted :
consolidated financial statements. There were no new srgmf icant accounting policies adopted in the
first three quarters for purposes of presenting the Bank’s financial statements under Canadian -
generally accepted accountlng principles. : .

Included on pages 40 and 41 of the Bank s, 2005 Annual Report is a drscussron of certain accountmgr
policies considered particularly important, as they require management to. make significant estimates
or judgments, some of which may relate to matters that are inherently uncertain.

Updated Share information

As at August 31, 2006 there were 30,849,556 common shares outstanding. Employee stock options
were also outstandlng, which are or will be exercisable for up to 2,671,466 common shares (2,816,466
authorized) for maximum proceeds of $67.9 million. Outstanding options include 160 000 optrons that
are subject to shareholder and Toronto Stock Exchange approval.-

Summary of Quarterly Financial Information

‘ 2008 ' 2005 2004
(8 thousands) 3 Q3 i . Q2 . o4 Q3 Q2 Q1 Q4
Total revenues (teb) s 56,884 $ 53011 $ 52310 $ 48954 § 49,549 $ 44125 § 43253 § 41127
Total revenues : 3 55845; © 52038 51438 47,618 48,593 43242 42453 39,814
Net income | 17,693, 16667 16438 14814 15212 12,449 12216 12,787
‘E_arnings per common share | s ' ' ‘
Basic oo 057 054 0.54 0.48 0.50 0.40 0.42 0.47
Diluted o0 ose | 052 0.52 0.47 0.49 039 0.40 0.43
Total assets (§ millions) T 6,476 6,021 5,705 5,424 5,260 5.105 4919

For details on variations between the prior quarters see the summary of quarterly results section of the
Bank’s MD&A for the year ended October 31, 2005 and the individual quarterly reports to shareholders
which are available on SEDAR at www.sedar.com.
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Results by Business Segment RO
CWB‘dperareS' in two business segments: 1) banking ‘and trust, and 2’ insurdnce. ;

Bank/ng and Trust

The operatrons of the banklng and trust segment mcIude commerCral and refail banklng ser‘vrces asv
well as_personal, and corporate trust services provrded through CWB s\wholly owned subsrdranes -
Canadlan Western Trust Company and Vallant Trust Company -

The banking and trust segment generated third "Quarter n'et income of $15.8 million, representing a

16% ($2.2 million) increase over the third Quarter last year and 29% year-to- -date. These results mark
the fifth consecutive quarter of record net income. Third quarter total révenues (teb) also set a new.
record, increasing 15% ($7.0 million) over the third quarter last year and 19% year-to-date. Increased
revenues and net.income primarily reflect 25% year-over-year loan growth -as weﬂ as continued strong
growth in trust services and credrt related fee lncome

Non interest expenses mcreased 13% ($2 7 mlllron) over the same quarler last year and 14% year-to—
date. Increases primarily reflect costs associated with hlgher staffi ing Ievels necessary to facilitate
growth, as well as annual salary increments and additional adjustments due to sustained economic
pressure. Revenue growth continues to outpace growth in expenditures and the efficiency ratio (teb) in
the third quarter improved noticeably to 45.7%, a 110 basrs pomt lmprovement over the pnor year and
220 basrs points better ona year-to-date basrs : ;

The quarterly net interest margin decreased: 19 basis pomts from the same' perlod last year primarily
because the third quarter of 2005 benefited from higher interest: penalties collected on early loan
payouts. Year-to-date net interest margin was down four basis points from 2005 primarily reflecting
lower prepayment penalties, higher debenture interest costs and increased loan competition, partially
offset by an improved deposit mix. Credit quality remained very strong and third quarter provisions for
credit losses represented 19 basis points ‘of average loans in the third quarter compared to 23 basis
points one year ago.

; .Forthe three months ended . . = Change  For the nine months ended Change

: ; : from - - from

o . o Julyst Apri30 T July31 C suy31T July31 . July3t July 31

($ thousands) 2006 2006 . ;2005 . . 2005 2006 2005 2005

Net Interest income (teb) $ 42,071 '3 39,260 $ 36,287 16 % $ 120,278 ;s 101,184 19 %
Other income : 9,889 9,389 . 8,709 . ¢ d4;u 28,339 ! 23,659 20
Total revenues (teb) 51,960 | 48,649 44,996 .15 148,617 124,843 18
Provision for credit losses ‘ 2,650 0 2,550 2,500 Cog 7,650 7,600 1
Non-interest expenses o 23,746‘ 22982»- 21,039 ‘ 13 b 69,100 60,849 14
Provision for income taxes (teb) 9,888 - 8,008 .. 7,898 T8 26,036 20,801 25

Net income - B 15776 § 15,109 § 13559 - . 16 % '$ . 45831 !$ 35593 .29 %

Efficiency ratio (teb) 45.7% 47.2% . 468% (110) bp 48.5% 48.7%  (220)bp
Net interest margin (teb) : 258 2,65 2.77 (19 2.64 : 2.68 (4)

Average loans (millions) s 5248  § 4993 § 4272 23 % ($ 4,987 '$ 4129 ° 21 %

Average assets (millions) 6,459 6,086 " 5204 - 24 8,002 | 5,044 21

bp - basis poinf.
teb - taxable equivalent basis, see definition following Financial Highlights table.
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Insurance .. A

Insurance Incorporated, whlch provndes home and automoblle msurance dlrectly to mdlwduals in
British Columbia and Alberta

Canadian Direct generated record quarterly net income of $1.9 million, including a $0.3 million before
tax loss related to the Alberta- automobile insurance risk sharing pools. Segment earnings increased
23% over the prewous quarter and 16% over the same quarter last year; driven by a 28% increase in
net earned premiums primarily due ito*redtced reliance on quota share reinsurance. Despite losses
related to the Alberta risk shanng pooIs the claims loss ratio remained stable at 64%.

Year-to-date net income was 25% hlgher than the same period last year iargeiy due to the factors
noted earlier. The Alberta risk sharing pools reduced earnings betore tax by $0.6 million, compared to
an increase of $0.2 million iast year, Automobile. policy growth in fiscal 2006 has been constrained in
British Columbia by the Insurance. Corporation of British Columbia’s aggressive optional automobile
pricing strategy and in Alberta.by staffing challenges resulting from the very strong economy as well as
a diminishing price advantage as other prowders have been reyuired to reduce automobile insurance
premiums. .
The Province of Alberta has-announced a further reduction in compulsory automobile insurance
premiums, effective for policies issued or renewed after November 1, 2006.. As Canadian Direct is
already a low cost provider of automobile insurance, it has received exemptions from the previous two
mandatory rollbacks and has made apphcatlon for a further exemption to the Supermtendent of
Insurance.

-

‘Change ©Ch

For the three months ended  ° from For the nine months ended ?l%gr:
. July 31 April 30 .y 31 July 31 July 31 . July 31 July 31
($ thousands) 2006 2006 2005 2005 2006 | 2005 2005
Net interest income (teb) $ 871 ‘% . 798 $ . 677 '29 % | $ 2,436 | % 1,728 41 %
Other income (net) i [ ) ‘ A I .
Net earned premiums L 22086 .| 13138 17,255 28 | eoses 47,778 28
Commissions and processing fees i 1,261 - 1,159 .- 1,601 - o (21) i 3,499 . 4,926 (29)
Net claims and adjustment expenses;  (14,179) T (12,173) (11,114) 28 | (39,732) O (30,757). . 29
Policy acquisition costs ﬁ {5,122) (4,519) (4,024) 27 {13,681) » (11,820) 16
Insurance revenue (net) 1 apde 0 3,60 Cosme - 9 ¢ 1n081 10428 T
Gains (losses) on sale of securities ‘ 7 (41) 158 nm 1 101 228 (56)
Total revenues (net) (teb) 4,924; 4,362 4,553 8 } 13,588 12,084 12
Non-interest expenses 2;192 1 1,860 1,980 11 } 6,119 5,669 8
Provision for income taxes (teb) | 815 | 844 920 an 2,502 . 2,431 3
Net income $ 1,917 { $ 1,558 $ 1,653 16 % L $ 4967  § 3,984 25 %
Policies outstanding 156,305 [ 153,660 147,628 6 % : 156,305 147,628 6 %
Gross written premiums $ 29,301 % 25,023 $ 25,581 15 - $ 74,066 $ 67,870 9
Claims loss ratiot? 64 % 64 % 64 % - bp 65 % 64 % 100 bp
Expense ratio® 28 27 26 200 27 26 100
Combined ratio® . 92 91 90 200 92 90 200
Alberta auto insurance risk sharing :
pools impact on net fncome before tax . $ (261) ‘ $ (86) $ 150 nm % (596} ‘ $ 188 nm
Average cash and securities (millions) : 89 ' 80 71 25 % 83 | 65 27 %
Average total assets (millions) ; 149 | 140 130 15 : 143 124 16

bp - basis point.
teb - taxable equivalent basis, see definition following Financial Highlights table.
nm - not meaningful.

™ Net claims and adjustment expenses as a percentage of net earned premiums.

@ Pelicy acquisition costs and non-interest expenses net of commissions and processing fees as a percentage of net eamed premiums.
® Sum of the claims loss and expense ratios.
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Fiscal 2008 Targets

The performaice targets established for the 2006 fiscal year are presented |n the table beIow together' ‘
with CWB's actual performance to date. { ’

2006 |7 © 2006 VTD
‘ v Target ' - Pe:'formance o e

0 Tne income growth .+ S| 8% org.reater.,! . 28%
Total revenue (teb) growth =~ © 7> [ 7 7 qs% ¢ |- ,_. 18% -

- Loan growth ' o 2% e a 25% -
| T e
Efficiencyratio (teb)- . .- ..~ - . © 4B% oriessi.. i ;"48.4%‘
Retunonequty =~ | 13%orgreater | ' 14.2%
Return on assets . o o 1.05% v 1.09%

*™ 2006 YTD Performance for eamings and revenue growth is the current year results over the same period -
in the prior year, loan growth is the increase over the past twelve months and performance for ratio targetsis | ..~
the current year -to-date results annualized.

CWB continues to surpass all 2006 annual performance targets and with 19% year-to- date Ioan growth
has already realized its 17" consecutive year of double-digit loan growth. Year-to-date net income and
revenue (teb) growth of 28% and 18% respectively are significantly higher than the established 12-
month targets and new deal flow and credit quality remained strong. CWB maintained its industry-
leading efficiency ratio and achieved further rmprovements to this measure through the third quarter.

The Bank continues to realize positive results from ongoing initiatives to improve return on equity. The
issuance of non-dilutive, innovative Tier 1 capital subsequent to quarter end supports this key
objective. The Bank will continue to execute and refine strategies for-high quality growth across both
" business segments and our overall expectatrons are very posrtrve through the remainder of fiscal 2006
and beyond

‘ This management s drscussron and analysrs is dated as of September 7 2006.
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Taxable Equivalent Basis (teb)" o
Most banks analyse revenue on a taxeble equivalent basis to permit uniform measurement and comparison of net interest
income. Net interest income (as presented in the consolidated statement of income) includes tax-exempt income on
- certain securities. Since this income is ot taxable, the rate of interest or dividends received is significantly lower than
would apply to a loan or security of the-same amount. The adjustmerit to taxabie equivalent basis increases interest
income and the provision for income-taxes to what they would have been had the tax-exempt securities been taxed at the
statutory rate. The taxable equivalent basis does not have a standardized meaning prescribed by generally accepted
accounting principles (GAAP) and therefore may not be comparable to similar measures presented by other banks.

Canadian Banking industry
Comparative performance indicators of the Canadian nankmg mdustry referred to in t*n., document are obtained from ‘the
published results of the other publicly-traded Schedule | banks (BMO Financial Group, Canadian Imperial Bank of
Commerce, Laurentian Bank of Canada, National Bank of Canada, RBC Financial' Group, Scotiabank and TD Bank
Financial Group). Readers are cautionéd.that the banks in this’ mc!ustry group have opnrahons and asset size that may not
be directly comparable to gach other or 1o Canadian V\:estern Bank LRV L
Forward-lookmg Statements )
From time to time Canadian Western Bank (the “Bank") makes wntten and verbal forward- -looking statements. Statements
of this type-are included in the Annual Report and reports to shareholders and may he inciuded in filings with Canadian
securities regulators or in other communications such as press releases and corporate presentations. Forward-looking
statements include, but are not limited 'to, statements. about the Bank’s objectives and strategies, targeted and expected
financial results and the outlook for the Bank's businesses or for the Canadian economy. Forward-looking statements are
. typically identified by the words “beheve" “expect’, “anticipate”, “intend”, “estimate”; “may increase”, “may impact” and
_ other similar expressions or future or conditional verbs such as “will”, “should" “would™snd “could’.

By their very nature, forward-looking statements involve numerous assumptlons. A van‘ety of factors, many of which are
beyond the Bank’s control, may cause actual results to differ materially from the expectations expressed in the forward-
looking statements. These factors include, but are not limited to, fluctuations in interest rates and currency values,
changes in monetary policy, changes in economic and political conditions, legislative and regulatory developments, the
leve! of competition in the Bank’s markets, the cccurrence of weather reiated and other natural catastrophes, the accuracy
of and completeness of information the Bank receives about customers and counterparties, the ability to attract and retain
key personnel, the ability to complete and integrate acquisitions, reliance on third parties to provide components of the
Bank's -business infrastructure,- changes in tax laws, technoiogical developments, unexpected changes in _consumer
spending and saving habits, timely development and introduction of new products, and management’s ability to anticipate
and manage the risks associated with these factors. The preceding list is not exhaustive of possible factors. These and
other factors should be considered carefully and readers are cautioned not to place undue reliance on these forward-
looking statements. The Bank does not undertake to update any forward- Iooklng statement, whether written or verbal, that
may be made from time to time by it or on its behalf
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. , e 7 - . For the tl"ree months ended i ot - Change fromit ;. _For the nine months ended ~ Change from
(unaudited) se July 31, L Aprit 30, - - Julyi3l ey ,]uly 3Ly e . July 31 July 31, - July 31
{$ thousands, except Qgr share amounts) 2006, 2006 2005 ., 2005 RS 2006 | 2005 |, 2005
Interest Income | ey e o, T . o £t -
Loans - ¥ ; ’ $ 85956 ¢’ 7 76,436 $ 63,726 234,511 $ 181,970 29 %
Securities R ! 8,448 1 ' ig,920 - TN 56200 ¢ 21,705 ,,'\ 15,691 38
Deposits with regulated
financial institutions 3,106 2,386 849 2,547 i v 3;074.. 146
L R -97,510 | 85,742 . . . 70;195;- el 263,763 <« 200,735 31
Interest Expense . i . o DT wimed ; i e
Deposits ) . . " 52,71€ 43,859 ', 32,282 M . 135,571 94,817 43
Subordinated debentures ' 2,798 - 1,905 i 8,362 5,645 " 48
R s 55,607 | 146,657 ' 34,187 - Lv ' 143,933 100,462 43
Net Interest Income 41,903 39,085, g 119,830 |- 100,273  : 20
Provision for Credit Losses 2,550 2,550 2,500 7,650 7,600 1
Net Interest Income after | 8
Provision for Credit Losses 39,353 36,535 112,180 92,673 21
Other Income - : B ST ' o R -
Credit related " RS L4,598 L 14,219 11,652 (5)
Insurance, net- - -..(Note 2) - (. 9, 11,051 10,128 40
Trust services - . . 8,022 ; 5,983 34
Retall services o 7 4,700 4,361 8
Gains on sale of sécurities : 161 714 (77)
Foreign exchange gains and other 1,338 1,177 14
e 11 39,491 34,015 16
Net Interest and Other Income 46,093 16 151,671 | 126,688 20
Non-interest Expenses _ : . L B : L , . R X .
Salaries and émployee beneﬂts ’ 7 16,586 ‘15,880 : 14,043 18 . 42,922 40,405 19
Premises and equlpment T o 4,328 " 4,326 4,206 g 3v ; 12,821 | 12,322 4
Other expenses :. R ~.'4,539 i 4,278 4,332 S 13,064 12,265 7
Provincial capital taxes : 485 | 458 438 11 i 1,412 ¢ 1,526 (7)
25,938 . 24,942 .23,019 13 i 75,219 66,518 13
Net Income Before Provlslon i N . ’ i
for Income Taxes ' 27,357 24,546 - 23,074 ¢ 19 ! 76,452 60,170 27
Provision for Incorme Taxes - 9,664 7,878 7,862 23 ! 25,654 20,593 25
Net Income : L N $ 17,693 $ 16,667 ' $ . 15,212 - 16 % $ 50,798 $ 39,577 28 %
K ) . . ; T . - i
Weighted average common ’ N " Lo i )
shares outstanding ) - 30,786,981 30,710,389 ’“ 30,565,426 ' 1% | 30,707,770 : 30,061,977 2%
Earnings per Common Share- ... - : . T - T 3 : ; K
Basic $ 0.57 . $ 0.54 $ 0.50 14 % . % 1.65 . § 1.32 25 %
Diluted : 0.56 0.52 Q.45 13 1.60 1.27 26

The accompanying notes are an integral part of the interim consolidated financial statements.
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v Censolldated Balay

LA "

L o e e TAsat As at As at As at Change from
(unaudited) - - | meae e T e July 31 April 30 October 31 July 31 July 31
($ thousands) i ) - 2006 2006 2005 2005 2005
Assets R ’ ! T '

Cash Resources : . Lo
Cash ' B 3,104 3,020 $ 2,759, $ . 2,442 27 %
Deposits with regulated financial institutions . , 399,772 324,800 228,441 120,447 232
Chegues and other items in transit - ; 4,751 9,623 4,954 L. - 100
i 407,627 337,443 236,154 122,889 232
Securities Lo
Issued or guaranteed:by Canada 341,094 382,542 327,744 379,135 - {10)
Issued or guaranteed by a, provmce or mun!chpaﬂty L 177,378 112,277 139,235 156,951 13
Other securities L 329,832 318,166 235,927 250,744 32
) ) § : ) | 848,304 812,985 702,906 786,830 8
Securities Purchased Under Resale Agreéments =~ =~ = 7 [ N 42,908 36,940 - - -
Loans o et s b i
Residential mortgages .- . .1,212,05¢0 1,120,121 944,122 839,696 - A4
Qther loans st 4,505,949 4,070,515 3,688,661 3,590,352 20
. . . 5,517,999 - 5,190,636 4,632,783 4,430,088 25 ¢
Allewance for credit losses . (Note3): - - (52,030) | " (46,581) -(42,520) (45,442) 12
- 5,466,969 | 5,144,055 4,590,263 _ 4,384,646 25
Other - Telel | N .
<Land, buildings and equipment o R 21,144 21,171 19,575 17,678 20
Goodwill . L 6,933 | 6,933 16,933 6,933 -
Intangible assets R 3,359 3,495 3,766 3,902 (14)
Insurance related PR 55,326 54,127 + 56,955 53,423 4
Other assets ‘ L L 61,459 52,642 51,536 47,646 29
s L 148,221 138,368 138,765 129,582 14
Total Assets : . $ 6871,121 6,475,759 $ 5,705,028 $ 5,423,947 27 %
Liabilities and Shareholders’ Equnty
Deposits ) ok . . Cowl .
Payable on demand s 352,014 334,765 3 271,121 $ 239,550 47 %
Payable after notice . { 1,167,965 1,150,485 1,015,867 953,330 22
Payable on a fixed date N L - 4,425,597 4,077,356 3,626,319 3,477,77%- 27
S 5,944,676 5,562,606 4,213,307 4,670,659 27
Other ; B i . - B X R
Cheques and other items in transit ! 26,082 44,610 19,990 9,514 174
Insurance related | 114,256 106,046 108,152 100,398 14
QOther liabilities | 87,056 78,680 77,463 69,843 - 25
227,394 229,336 205,605 : 179,755 27
Subordinated Debentures S . ! { o .
Conventional (Note 4) : 198,126 198,126 128,126 128,126 55
Sharehoiders’ Equity ‘, T T i
Capital stock ; 214,445 213,982 213,098 212,815 1
Contributed surpius - 4,656 3,884 2,810 2,264 106
Retained earnings : 281,824 267,825 242,082 230,328 22
500,925 | 485,691 457,990 445,407 12
: Total Liabilities and Shareholders’ Equity $ 6,871,121 6,475,759 $ 5,705,028 ~ $ 5423947 27 %’

Consolidated Statement of Ch a.’hges,‘in Shafeholders’ Equity

For the nine months ended

(unaudited) i July 31 July 31

($ thousands) | 2006 2005

Capital Stock ‘ i

Batance at beginning of period . $ 213,098 @ 167,125
Issued on exercise of emplayee stock options i 1,122 3,199
Transferred from contributed surplus on exercise or exchange of options 225 17
Issued on debenture conversions i . - 42,474

Balance at end of period : 214,445 212,815

Contributed Surplus i

Balance at beginning of period | 2,810 1,159
Amortization of fair value of employee stock options , 2,071 1,122
Transferred to capitai stock on exercise or exchange of options ! (225) {17}

Balance at end of period [ 4,656 2,264

Retained Earnings ;

Balance at beginning of period : 242,082 199,305
Net Income ! 50,798 39,577
Dividends | (11,056) (8,513)
Share issue costs, net of income taxes (2005 - $166) ! - (301)
Interest forgone on conversion by debenture holders, net of income taxes (2005 - $140) ‘ - 260

Balance at end of period : 281,824 230,328

Total Shareholders’ Equity $ 500,925 $ 445,407 !

The accompanying notes are an integral part of the interim consolidated financiaf statements.
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(unaudited) SRR i

For the three months ended

For the nine_months ended

N July 321 July 31 July 31 July 31
($ thousands) - -. i - 2006 - - -- 2005 2006 * 2005
Cash Flows from Operating Activities ; ; :
Net income . [ ] 17,693 § 15,212 ' $ 50,798 §$ <"39/577
Adjustments to determine net cash flows N : : : ! -
Provision for credit losses : S 2,550 2,500 7,650 7,600
. Depreciation and amortization o ..1,320- -1,306 3,905 - 4,008
Future income taxes, net . .(352) ... (993) (1, 170) (3,140)
Gain on sale of securities, net (12) (398) (161) (714)
Accrued interest receivable and payable, net 244 (2,725) 7,612 '(4,670)
Current income taxes payable, net - ) 3,494 3,161 (8,159) 12,745
Other items, net . . - e T : .2,655 7,439 . 10,509 22,955
. - - . i Lre 27,5920 .. 25,502 . ... 70,984 78,361
Cash Flows from Financing Activities ~° . .. T - - Tl [
Deposits, net 382,070 | 148,582 1,031,369 ; 402, 871
Debentures issued : -1 - 70,000 -60,000
. Common shares |ssued b RS, . 354! 68 . 1,122 3,199
Dividends TR [ 2 (3,694} (3,058) {11,056) (8,513)
j N R . 378,730 o) 145592 1,091,435 ; . 457,557
Cash Flows from !nvestlnq Activities . .l R [ . i . .
Interest bearing deposits with regulated fi Fnancial Instltutlons, net (66,583) 13,341 (153,284) 63,3685"
Securities, purchased .~ (509,954) (297,915) {1,499,642) '(1,085,146)
Securities, sale proceeds - . l i‘ 89,448 | 210,219 561,404 | 452,846
Securities, matured ) : 386,609 ! 114,109 793,682 385,150
Securities purchased under resale agreements, net L 42,908 ; - 36,940 . 74,966
Loans, net. . . i (325,464) (230,627) . (884,356) (462,132)
Land, buildings and equtpment {1,157) {849} {5,066) (2,780}
: (384,193) (191,722) {(1,150,322) (573,711)
Change in Cash and Cash Equlvalents 22,129 : (20,628) ; 12,097 ! (37,793)
Cash and Cash Equivalents at Beginning of Period (6,442) 2,621 i 3,590 19,786
Cash and Cash Equlvalents at End of Period * $ 15,687 $ {18,007) $ 15,687 § (18,007)
* Represented by: : ' E v | !
Cash resources per consolldated balance sheet T $ . 407, 627 $ 122,889 i $ 407,627 % 122,889
Interest bearing deposits with regulated financial institutions ° i (365,858) (131,382) (365,858) (131,382)
Cheques and other items in transit (included in Other Liabilities) 5o (26,082) (9,514) {26,082) (9,514)
Cash and Cash Equivalents at End of Period $ 15,687 $ (18,007) $ 15,687 % (18,007)
Supplemental Disclosure of Cash Flow Information S J ~ ) ' i
Amount of interest paid in the period % 51,335 % 36,182 '$ 130,070 $ 102,520
Amount of income taxes paid in the perlod 6,523 ! 5,694 : 34,983 10,988

RN

The accompanying notes are an integral part of the interim consolidated flnanclal statements
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- Basns of Presentation -

(unaudited)
($ thousands, ‘except per share amounts)

: }'1:

“These unaudited interim ‘consolidated Financial statements have been prepared in accordance with Canadian -

- generally accepted accounting principles. (GAAP), including the accounting requirements of the Superintendent of

Financial Institutions Canada (OSFI), using the same accounting policies as the audited consolidated  financial
statements for the year’ ended October 31, 2005. Under Canadiaiy GAAP, additional disclosures are required in
annual financial staternents and acrordmoly, these unaudited interim consolidated financial statements should be
read in conjunction with the audited corisolidated financial statements for the year. ended October 31, 2005 as set

out on pages 45 to 70 of the Bank,s 2005 Annual Report.

N e

Insurance Income o ’f' —‘;

Insurance income reported in other mcome 'on the consolidated statement of income is presented net of clalms,

adjustment and policy acquisition axpenses

For the three months ended. - For the nine months ended

July 311 . April 30 July 31 July 31 ¢ . July 31
2006 | 2006 2005 2006 | 2005
Net earned premiums $ 22,086 $ 19,138 $ 17,255 : % 60,965 | $ 47,779
Commissions and processing fees k -1, 261 i 1,159 1,601 | 3,499 4,926
Net claims and adjustment expenses S (14,179) (12,173) (11,114): (39,732) - (30,757)
Policy acquisition costs i {5,122) (4,519) {4,024): (13,681): (11,820)
Insurance income, net '$ 4,046 | 3 3,605 % 3,718 : $ 11,051 3 10,128
Allowance for Credit Losses
For the three months ended For the nine months ended
1T July 31 April 30 July 31 July 31, July 31
i 2006 2006 2005 | 2006 | 2005
Balance at beginning of period s ‘s 46,581 | $ 44,670 $ 43,808 l $ 42,520 | $ 39,320
Provision for credit losses R 2,550 2,550 2,500 7,650 | 7,600
Write-offs s (102) (673) (924)} -+ (1,199) - (1,699)
Recoveries i 2,001 34 58 | 2,059 221
Balance at end of period 51,030 $ 46,581 $ 45,442 | $ 51,030 | $ 45,442
T Asat] As at As at
July 31 April 30 July 31
g 2006 | 2006 2005
Specific allowance ] R 1 5,290 | % 5,728 '$ © 11,386
General allowance - 45,740 | 40,853 34,056
" Total allowance - '$ 51,030 ¢ - 46,581 3§ - 45,442

Sdbordinated Debentures

On Novernber 21, 2005, the Bank iséued $?0 000 of conventional subordinated debentures 'with“a fiked interest rate
of 5.426% .until November 21, 2010, Thereafter the rate will be reset quarterly at the Canadian dollar CDOR 90-day
Bankers’ Acceptance rate plus 180 basis points untit maturity on November 21, 7015 The Bank may. redeem the

debentures on or after November 22, 2010 with the approval of OSFI.

i PR T
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Capital Stock and Employee Stock Options
Capital Stock

oo

> For the three months ended

July 31, 2006 . July .31, 2005
Number © ¢+ Number :
of Shares Amount | of Shares Amount
Common Shares ° ‘ v : RN B
Outstanding at beginning of penod : S 17 30,763,998 1 s 213,982 30,533,885 s 212,731
Issued on exercise or exchange of options : Ve T M 82,866 354 - 43,204 67
.Transferred from contributed surplus on exercise or exchange of optlons oo E e, e 10900 4 - 17
Issued on conversion of debentures ! R L =i L - . -
Outstanding at end of period . - 30,846,8‘6,4 . $ ,214,445 i 30,577,089 3 -.212,815
R ST NP 4 T O Sy -
T For tH'e ‘nine months ended
July 31, 2006 July 31, 2005
Number Number - o
of shares Amount of Shares Amount
Common Shares R T I Lo A s b R
OQutstanding at begmmng of perlod 30,613,634, . $ 213,098 27,330,260 $ . -167,125
Issued on exercise or exchange of options 233,230 1,122 461,685 3,199
Transferred from contributed surplus on exercise or exchange of optlons | - 225 - 17
Issued on conversion of debentures . : - - 2,785,144 42,474
Qutstanding at end of period =~ = - C Co " 30,846,864 $ 214,445 30,577,089 $ 212,815

Employee Stock Opiions SR e . - . Lo .
- . - ' N For the three months ended

C July 31, 2006 J July 31, 2005

| Weighted ' Weighted

| c Average ! Average

* Number Exercise | Number Exercise

of Options Price . of Options Price

Balance at beginning of period 2,223,570 $ 20.41 1,995,492 % 15.88
Granted 548,500 42.92 : 135,500 27.59
Exercised or exchanged (98,000) 10.43 (67,930) 11,11
Forfeited - - (28,500) 16.50

Balance at end of period - E L 2,674,070 $ 25.39 | 2,034,562 $ 16.81

For the nine manths ended

July 31, 2006 ' July 31, 2005
L . Weighted Weighted
et - e T Average Average
o Cor ¢« Number Exercise | Number Exercise
| _of Options Price | of Options Price
Balance at beginning of period L ' 2,390,012 $ 19.56 | 2,521,470 $ 14,93
Granted o o Lot 579,000 42.55 | 145,500 27.23
Exercised or exchanged o . o (282,192) 11,23 (590,908) (11.31)
Forfeited L ' . ~ (12,750) 23.78 | (41,500) (17.21)
Balance at end of period ¢ V12,674,070 $ 25.39 | 2,034,562 3 16.81
Exercisable at end of period : - I 346,170 $ 10.87 | 488,462 $ - 10.17

The terms of the share incentive plan allow the holders of vested options a cashless settlement alternative whereby the
option holder can either (a) elect to receive shares by delivering cash to the Bank in the amount of the option exercise
price or (b) elect to receive the number of shares equivalent to the excess of the market value of the shares under option
over the exercise price. Of the 282,192 options (2005 - 590,908) exercised or exchanged in the nine months ended July
31, 2006, option holders exchanged the rights to 190,492 options (2005 - 297 514) and recelved 141 530 shares (2005 -
168 ,291) in return under the cashiess settlement alternative.

i e,
Lt

In the nine months ended July 31, 2006, salary expense of $2,071 (2005 - $1,122) was recognized relating to the
estimated fair value of options granted since November 1, 2002. The fair value of options granted was estimated using a
binomial option pricing model with the following variables and assumptions: (i) risk-free interest rate of 4.3% (2005 -
3.2%), (ii) expected option life of 4.5 years (2005 - 4.0 years), (iii) expected volatility of 19% (2005 - 18%), and (iv)
expected dividends of 1.1% (2005 - 1.5%). The weighted average fair value of options granted was estimated at $8.68
(2005 - $4.35) per share.

During the second quarter, 750,000 additional options (including 390,750 granted in the fourth quarter of 2005) received
shareholder and Toronto Stock Exchange (TSX) approval. Of the 548,500 options granted during the third quarter,
160,000 options were granted subject to shareholder and TSX approval.
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6.

"‘Trust Assets Under Admlmstratlon -

gy e .
o Inferim Gon$oity

DO 2R

Contingent Liabilities and Comimitments

‘Slgnlficant contingent liabilities and Lomm.tments, mcludmg guarantees provided to third parties, are dlscussed in. Note 20
of 'the Bank’s audited consondated f=nanua| sn.aten ents for the year ended October 31, 2005 (see page 63 of the 2005
Annua! Report) and lncluoe

G

! mT As at As at

. ST . 5 July 31 April 30 July 31
A o 2006 | 2006 2005
Guarantees and standby Iette's ofcredit -7 ¢ o - j
Balance outstanding . .. R - . P '$ 138,626 $ 136,550 $ . 109,976
Business credit cards : o CoT : i : ; ‘ '
Total approved limit e e 7,433 5,855 - 73,433
Balance outstanding e o R | : 1,504 -1,208 - © 933

~In the ordinary course of businéss, 'hé'B"a‘h'k- ‘and its ‘subsidiaries 'a'e >par'ty‘ to legal proceedings. Based”o‘r‘\ current

knowledge, the Bank does not expect the outcome of any of these proceedings to have a material effect on the
consolidated financial position or resulfs of operatlons )

I !

Trust assets under administration represent assets held for personal and corporate trust clients, administered by
subsidiaries, and are kept separate from the subsidiaries’ own assets. Trust assets under administration are not reflected
in the consolidated balance sheet and relate to the banking and trust segment.

As at . - Asat . Asat

! July 31 April 30 July 31

: ; 2006 : 2006 - 2005

Trust assets under administration I 3,192,116 : $ 3,105,873 '$ 2,788,785

Interest Rate Sensitivity

_The Bank’s exposure to interest rate risk as a result of a difference or gap between the maturity or repricing behavior of

interest sensitive assets and liabilities, including off-balance sheet items, is discussed in Note 23 of the audited

‘consolidated financial statements for the year ended October 31, 2005 (see page 65 of the 2005 Annual Report). The

following table shows the gap position for selected time intervals.

i Floating
Rate or ’ R Total Non-

: Within 1 1'to3 - 3 Months .Within 1 Year to Over interest ;
($ millions) Month Months to 1 Year 1 Year ' Five Years 5 Years Sensitive Total |
July 31, 2006 e : o :
Total assets $ 2,957 $-° ', 448 $ 1,384 § 4,789 $ 2,445 $ 171§ 151 § 7,556
Total liabilities and equity 3,177 - - e 5ge 1,259 5,005 -1,870 : 11 670 7,556
Interest rate sensitive gap $ (220)$ - ' (121) $ 125 $ (216) 3§ 575 $ 160 $ (519) $ -
‘Cumulative gap $ (220) $ (341) $ (216) $ {(216) 359 $ 519 § -3 -
Cumulative gap as a o o

percentage of total assets (2.9%) {(4.5%) (2.9%) (2.9%) 4.8% 6.9% 0.0% 0.0%
April 30, 2006 : e - - :
Cumulative gap $ (119) $ (60) $ (64) $ (64) $ 351 $ 520 $ - $ -
Cumulative gap as a . “

percentage of total assets (1.7%) -(0.8%) (0.9%) . (0.9%) 4.9% 7.2% 0.0% 0.0%
July 31, 2005 : ' T ) ’ ” o
Cumulative gap $ (213) $ (301) $ (80) $ (80) $ . 398 3 498 ¢ . - $ -
Cumulative gapasa Dol e B PR - ’ :

Percentage of total assets (3.4%) (4.8%) (1.3%) (1.3%) 6.4% 8.0% 0.0% 0.0%
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9. Segmented Information

The Bank operates principally in two industry segments - banking and, trust,. and msuran;e These two segments differ in
,products and services but are both within the. same geographic reglon 1The ban g. and trust segment provides services
‘primarily ‘to personal cliérits and small to medium-sized commercial business clients in western Canada. The msurance
segment provides home and automobile insurance direct to individuals in British Columbia and Alberta.

rt

L o, Banking and Trust Insurance

Three months ended Three months ended
July 317 April 30 July 317 July 31 . April 30 July 31
. . : 2006 2006 2005 | 2006 2006 . . 2005
Net interest income (teb)® $ 42,071 s 39,260 $ 36,287 | $ 871 | $ . 798 $. « 677
Less teb adjustment Sy : 969 914 941 70 : 59 - 15
. Net interest income per financial statements : 41,102 38,346 35,346 801 - 739 -k 662
Other income® C " 9,889 : 9,389 " 8,709’ 4,053 3,564 3,876
Total revenues L . 2 1,350,991, 47,735¢: ;- 44,055 4 854 : 4,303 .. 4,538
- Provision for credit losses . _ S . 2,550 . . :2,550 . ., ~2,500 e - . -
Non-interést expenses ’ , 23,746 = 22,982 _21 039, . 2, 192 1,960 1,980
Provision for income taxes 8,919 - 7,094 6,957 745 785 905
Net income ] 15,776 $ 15,109 3 13,559 ' $. 1,917 | $ 1,558 3% 1,653
Average total assets ($ millions)® $ 6,459  $ 6,086 % 5,204 $ 149  $ 140" 3 130

. . _: AR TRt T oL Total

LR ; - . o ! T Three months ended
July 31 - -April 30 T July 31
: 2006 2006 2005
Net interest income (teb)® - - $ 42,942 $ 40,058 $ 36,964
Less teb adjustment : 1,039 973 956
~‘Net interest income per ﬁnanctal statements ) . 41,903 | 39,085 36,008
Other income!® . ; 13,942 ¢ 12,953 12,585
Total revenues : 55,845 52,038 48,593
Provision for credit losses : 2,550 2,550 2,500
Non-interest expenses : 25,938 24,942 23,019
Provision for income taxes . . ) ) - : 9,664 7,879 7,862
Net income . $ 17,693  $ 16,667 $ 15,212
Average total assets ($ mllhons)"’ ) '$ 6,608 S 6,226 $ _5,334

Banking and Trust Insurance Total

Nine months ended Nine months ended Nine months ended

July 31 July 311 | July 31 o July 31 July 31 July 31
) i . 2006 : 2005 i 2006 2005 2006 2005
Net interest income (teb)’ : - - 1% 120,278 $ 101,184 | $ 2,436 | $ 1,728 ' $ 122,714 $ 102,912
Less teb adjustment | 2,720 | 2,624 164 | 15 2,884 2,639
Net interest income per financial statements . | 117,558 . 98,560 . . 2,272 1,713 119,830 100,273
. Other income®® e 28,339 ' 23,659 | “11,152 . ""10,356 39,491 34,015
Total revenues : Yt 4 145,897 122,219 13,424 12,068 159,321 134,288
Provision for credit losses P 7650 - 7,600 @~ ) . - 7,650 - 7,600
Non-interest expenses 69,100 - 60,849 6,119 5,669 75,219 66,518
Provision for income taxes | 23,316 . 18,177 2,338 2,416 25,654 ' 20,593
Net income "$ 45831 3 35593  $ 4,967 $ 3,984  $ 50,798 $ 39,577
Average total assets ($ millions)** ‘'$ 6,092 3 5,044 $ 143 ¢ 124 | $ 6,235 ¢ 5,168

m Taxable Equivalent Basis (teb) - Most banks analyse revenue on a taxable equivalent basis to permit uniform measurement and comparison of net interest
income. Net interest income (as presented in the consolidated statement of income) includes tax-exempt income on certain securities. Since this income is
not taxable, the rate of interest or dividends received Is significantly lower than would apply-to a loan or security of the same:amount. The -adjustment to
taxable equivalent basis increases interest income and the provision for income taxes to what they would have been had the tax-exempt securities been
taxed at the statutory rate. The taxable eguivalent basis does not have a standardized meaning prescrlbed by generally accepted accountlng principles
(GAAP) and therefore may not be comparable to similar measures presented by other banks. .

. @ Other income for the insurance segment is presented net of net claims, adjustment expenses and policy acqu«sltlon expenses )

3 Assets are disclosed on an average dally balance basis as this measure is most relevant to a ﬂnanc\al lnstltutlon and is the measure revlewed by

management,
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10.

11.

Subsequent Event CRITTAL e
Canadian Western Bank Capital Trust (CWB Trust) is a newly formed open-end trust with ali voting trust capital securities
held by the Bank. On August'31, 2006, CWB Trust |ssued 105,000 non-voting trust capital securities — Series 1 (WesTS)
to institutional investors. The $105, 000 gross proceeds of the issue were used by CWB Trust to- acqmre a $105,000
deposit note from the Bank. Both the WesT: and deposn: note will bear interest at 6.199% until’ December 31, 2016 and
thereafter at the CDOR 180-day Bamcers A(_ceptance rate plus 2.55%. The WesTS qualify as Tler 1 regulatory capital of
the Bank. ‘ R _ .

On or after December 31, 2011 CWB Trust may, at |ts optlon, redeem the WesTS, in whole or in part without the
consent of the holders, subject to ‘OSFI approval.'

Holders of WesTS may, at any tlme, ,exchange each $1 WesTS for 40 First Preferred Shares Series 1 of the Bank.. (‘WB s
First Preferred Shares Series 1 pay semi- annual non ~cumulative cash dividends with an annual yield of 4.00% and will be
redeemable at the option of the Bank, with OSFI approval on or after December 31, 2011, but not at the option of the
holders. This exchange right will be effecred through the. conversion by CWB Trust of the correspondmg amount of the
deposit note of the Bank. The WesTS ex«.ha ged fo” the’ Banks First Preferred Shares Series 1 will be cancelled by CwB
Trust.

Each WesTS will be exchanged automatically; without the consent of the holders, .for. 40 First Preferred Shares Series 2 of
CWB, upon the occurrence of specified solvency or regulatory capital events. The Bank’s Preferred Shares Sefies 2 pay
semi-annual non-cumulative cash dividends withtan annual yield of 5.25% and will be redeemable at the optlon of the
Bank, with OSFI approval, on or after Derember 31, 2011, but not at the option of the holders.. i

No cash distributions will be payable by CWB Trust on WesTS if the Bank fails to declare regu.ar d|V|dends on its
preferred shares or, if no preferred shares are outstanding, on its common shares. In this case, the undistributed funds
of CWB Trust will be paid to the Bank as holder of the voting trust capital securities. Should CWB Trust fail to pay the
semi-annual distributions in full on the WesTS, the Bank will not declare dividends on any.of its common and preferred
shares for a specified period of time.,

Future Accounting Changes
Stock Based Compensation A

The Canadian Institute of Chartered Accountants ((‘ICA) has issued a new Emerging Issues Commlttee Abstract regarding
Stock Based Compensation for Employees Eligible to Retire Before the Vesting Date. Under the new accounting requn‘ements
the estimated fair value of options granted to employees who are eligible to retire within the vesting period will be recognized
over the required period of service rather than the grant’s vesting period. This change will be applied retroactively in the fourth
quarter for all options granted after November 1, 2002, This change in accounting policy is expected to decrease net income by
approxmately $412 in 2006 ($930 cumulauve in pnor years) and diluted earnings per share by approximately $0.01 in 2006.

Financial Instruments

v

"The CICA has issued three new accounting standards: Financial Instruments - Recognition and Measurement, Hedges,

12,

and Comprehensive Income, which are effective for the Bank as of November 1, 2006. As a result of adopting these
standards, a new category, Other Comprehensive Income, will be added to Shareholders’ Equity and certain unrealized
gains or losses will be reported in other comprehensive income until realization. The impact of these new standards on
the Bank'’s financial statements is not yet determinable as it will be dependant on the Bank’s outstanding positions and
their fair values at the time of implementation.

Comparative Figures

Certain of the comparative figures have been reclassified to conform to the current period’s presentation.
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Shareholder. n

Dt

Head Office

Canadian Western Bank & Trust

Suite 2300, Canadian Western Bank Place
10303 Jasper Avenue ’
Edmonton, AB T5] 3X6 .
Telephone: (780) 423-8888
Fax: (780) 423-8897 - .
Website: www.cwbank.com

Subsidiary Offices

Canadian Western Trust Company

- ‘Suite 600, 750 Cambie Street

Vancouver, BC V6B 0A2 Lo
Telephone: (800) 663- 1}24 o

" 'Fax: (604) 669-6069
Website: www.cwt.ca

[

Canadian Direct: Insurance Incorporated
Suite 600, 750 Cambie Street .
Vancouver, BC V6B 0A2 v
Telephone: (604) 699-3678 i« °

Fax: (604) 699-3851

Website: www.canadiandirect.com

Valiant Trust Company

Suite 310, 606 - 4" Street S.W.
Calgary, AB T2P 1T1
Telephone: (403) 233-2801
Fax: (403) 233-2857

Website: www.valianttrust.com

Stock Exchange Listing
The Toronto Stock Exchange ‘
Share Symbol CWB S

Transfer Agent and Reglstrar

Valiant Trust Company - '
Suite 310, 606 - 4" Street S.W.
Calgary, AB T2P 1T1
Telephone: (403) 233-2801
Fax: (403) 233-2857 .

. Website: www, vahanttrust com B
E-mail: lnqumes@vallanttrust com

Investor Relations PR
For further financial information contact:
Kirby Hill sy,

Senior Manager, Investor and Pubhc Relatuons
Canadian. Western Bank. R
Telephone: (780) 441- 3770 A
Toll-free: 1-800-836-1886 .. . -

Fax: (780) 423- 8899

E-mail: InvestorReIatlons@cwbank com

e et

Onllne Investor Informatwn

. Additiona! investor information including supplemental

'f\nanual information and a corporate presentation is

) avaliable on four web5|te at www. cwbank com.

j‘f'CompIamts'or Concerns Regardlng .
" Accounting, Internal Accounting Controls

or Auditing Matters

. Please contact elther

Tracey C Ball ;

Executive Vice President and Chlef Fmancual Officer
Canadian Western Bank

Telephone: (780) 423-8855 :

Fax: (780) 423-8899 o

E-mail: tracey.ball@cwbank.com .: -

or

Robert A. Manning

Chairman of the Audit Commlttee
c/o 210 - 5324 Calgary Trail
Edmonton, AB T6H 418
Telephone: (780) 438-2626

Fax: (780) 438-2632 -

E-mail: rianning@shawbiz:ca

Quarterly Conference Call and Webcast

Our quarterly conference call and live audio webcast will take
place on Thursday, September 7, 2006 at 3:30 p.m. ET. The

webcast will be archived on our website at www.cwbank.com
for sixty days. A replay of the conference call will be available

- _until September 21, 2006 by dialing (416) 640-1917 or toll

_free (877) 289-8525 and entering passcode 21176305#,
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