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CWB reports very strong second quarter financial performance
6% quarterly loan growth, including the acquisition of National Leasing Group Inc.
Dividends declared on common and preferred shares

Edmonton, June 3, 2010 — Canadian Western Bank (TSX: CWB) today announced very strong financial
performance marking the Bank’s 88" consecutive profitable quarter, a period spanning 22 years. Second
quarter net income of $37.9 million increased 76% compared to the same quarter last year while diluted
earnings per common share increased 57% to $0.47. Significantly higher second quarter earnings mainly
reflect an 83 basis point improvement in net interest margin, on a taxable equivalent basis (teb — see
definition following Financial Highlights table), compared to the same period in 2009 when this measure
dropped to an unprecedented low due to impacts from the global financial crisis. On a year-to-date basis,
the combined positive impact of a 70 basis point improvement in net interest margin (teb), a 27% increase
in other income and 9% loan growth led to increases in net income and diluted earnings per common share
of 65% and 41%, respectively.

Second Quarter Highlights:

ree months ended April 30, 2010 compared with three months ended April 30, 2009 unless otherwise noted)

On June 2, 2010, CWB's Board of Directors declared a cash dividend of $0.11 per common share, payable
on July 2, 2010 to shareholders of record on June 17, 2010. This quarterly dividend is unchanged from
both the previous quarter and one year ago. The Board of Directors also declared a cash dividend of
$0.453125 per Series 3 Preferred Share payable on July 31, 2010 to shareholders of record on July 22,
2010.

The banking and trust segment, which includes a full three months of performance from newly acquired
National Leasing, reported net income of $34.5 million, up 78% compared to the same quarter last year. A
significant improvement in net interest margin, including the favourable margin impact from National
Leasing, a 38% increase in other income and 9% loan growth helped push this segment’s total revenues
(teb) up 49% to reach a record $103.4 million. Quarterly net income from insurance operations was a
record $3.4 million, up from $2.2 million compared to a year earlier reflecting lower claims experience and
continued business growth.

“These very strong results represent a continuation of our exceptional performance last quarter,” said Larry
Pollock, President and CEO of CWB. Our businesses are performing better than we expected at the onset
of fiscal 2010. Although we expect earnings growth to moderate for the remaining two quarters, it's shaping
up to be a great year for CWB. We are confident our commitment to building strong customer relationships
and focus on sustainable, profitable growth wili continue to payoff for both our clients and shareholders.”

“National Leasing’s opening quarter as part of CWB Group exceeded our expectations and included a
bottom line contribution of $3.9 million, or about $0.05 per diluted common share,” continued Pollock. “The
acquisition has us on track to meet the Bank's fiscal 2010 target for double-digit loan growth and also
materially benefited our second quarter net interest margin, which we believe will stabilize from this point.
Our overall pipeline for new loans picked up compared to what we've seen over the past couple of quarters
and we are optimistic about recent economic indicators in our markets.”
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Financial Highlights

For the three months nded . Change from For the six months ended Change from
(unaudited) : April 30 " TJanuary 31° * April 30 - April 30' April 30 April 30 April 30
($ thousends, except per share amounts) S 2010 < .- 2010 2009 2009. ¢ 2010 2008 2009
Results of Operations s SR i - K
Net interest income (teb - see below) $ . .80,432 . . § 74,306 $ 52,812 " 52 % .$ 154,438  ° § 107,408 44 %
Less teb adjustment 3 2,6 662 2,563 1,675 . 59 : 5,225 3,261 60
Net interest income per : i ’ ) ’ ’ . .
finaricial statements o - 77,470 L 71,743 i 51,137 51 149,213 - -, 104,147 43
Other income 130,840 ; 26,366 . 22,570 . 37 '57,206" 44,921 27
Total revenues (teb) 110,972 100,672 coet 75,382 ¢ ' 47 Co211,644 - 0 152,328 39
Total revenues : o R08BA0 : 98,109 ;. 73,707 : 47 . 206,419 ., -145,068 38
Net income 37,884 T 40,035 21,580 76 77919 47,199 65
Earnings per common share CE N o T e e N - g -
Basictt) - ) . : i 0. 52 0.57.. .36 . 73 1.08 - - 0.70 54
Diluted® ) T 047 0.52 0.30 57 0.99 0.70 41
Diluted cash®® - L1048 0.52 0367 - 60 ° LEU1,00 S 0.71 41
Return on commcen shareholders’ .. SR T = Coe . : Lo S . PR ey .
equity® SN 16,3 Y% 180 %. 11.0% . 530 . it 17.4% 129 % 420 bp®
Return on assets®’ o 1T S5 070 47 T BB 0.82 39
Efficiency ratio” (teb) 45,00 40.0 53.1 .. .. {810) tie 74267, . 502 (760)
Efficiency ratio - 46.8. 7 41.0 54.3 (820) ST 43,7 51.3 (760)
Net interest margin (teb)“” S 96 2.56 1.93 83 : 1266 1.96 70
Net interest margin . & 2467 T 2447 % o 187 30 coocis o 28F 0 . - 180 67
Provision for credit losses as.a SR e R . ) L ) it | .
percentage of average loans ) oy '0.23 ST C 016 : 015 > - 8 L i 0N 0.i5 5
Per Comsnon Share . s I T T S A S e “ et U
Cash dividends ) L% oA s L 0d1 08 L, 0L L % S 022 % 0.22 - %
Book value k308 12,67 0 oivaz v ot As 13.08 © 1142 15
Closing market value pR “!3 9G: b c 200560 v, . 04338 0 e v 80 ig 23.99 . 13.38 80
Common shares outstanding (thousands) 65,309 63,877 . .. 63,589 4 .66,309. 53,589 4

Balance Sheet and Off-Baiance
Sheet Summary ¥ T
Assets $°° 12,004,281

! 11,641,634 $ 11 450,625
Loans . .0 9,866,669 . . - . §,282,187 . . 9041518
Deposits Coins 19,185,043 10,003,921 | ' 9 713,334
Subordinated debentures - D e Uagg B 900 o 31,0000 1T 3T, ote !
Sharehclders’ equity L0770 0 o L,020,€42 0 o 935,752 e
Assets under administration . 8,223,274 5,461,921 4 472,060 :

Assets under management s R0 A2 880,786 c o 816,600
Capital Adequacy®’ i . SRysany 0 - s
Tangible cornmon aquity

84 o

to risk-weighted assets®®) i 80 ;
Tier 1 ratio B : a4 0 40 :
Total ratio S e e RASe _ (705 .

m Basic earnings per share is calcu!ated as net income less preferred share dnvrdends dIV e:f by tha average number of common shares ourstanumg

@ Diluted earnings per share is calculated as'net income less praferred share dividerds. divided by the average number-of commen 'aharas outstanding adjusted for the
dilutive effects of stock options and warrants. ) . R

() Diluted cash earnings per share is diluted earnings per common share exciudlng the after' tax‘amdrtlzation of vaUiSi’tlon-reia’t'ed intangibie"assets.

* Return on common shareholders’ equity is calculated as annualized net income after preferred >hare drvrdends divided by average common shareholders’ equity.

(5 bp - basis point change. R LTl

“” Return on assets is calculated as annualized net income after preferred share drv;dends dmded by average total assets .

(M Efficiency ratio is calculatec as non-interést expenses divided by tetal ravenues. SN Goce 0

® Net interest margin is calculated as annuclized net interest income divided by *verage total ascets. . C e ¢ e

) Capital adequacy is calculated in accordance with guidélines issued by the Office of the Superinténdeit of “Financial Thiticutions Canada (OSFI).

10)  Tangible common equity tc risk-weignted asséts is calculated as shareholders’ aqul.y ‘less subsidian QO&.\.‘“V‘| divided: Dy risk-weighted assets, caiculeted in accordance
with guidelines issuzd by CSFI. i . et e o Lo e B O .

Taxable Equivalent Basis (teb)
Most banks analyze revenues on a taxable equrvaleﬂ* ba‘.ls to permlt umforrn measurement'ana comparlson of net imeresr 'n*c"ﬂe et intérest mcume (as presented in the
consolidated statement of income) includes tax-exernpt income on certain securities. Sirica tHis. Mcome s not texable, the rate of ‘nterast or' ﬂwlde»’da 'ved is significantly
lower than would apply to = loan or security of the same amount. The adjustment tc taxable.eouiv :alent basis
what they would have been had the tax-exampt securities been taxed at the statutory rate. The taxable eguivalent basls does no’z have a standardrzr-\d meanmg prescribed by
GAAP and, therefore, may not be comparable to similar measures presented by other banks. Tetal revenues, net interest income and income taxes are discussed on & taxable
equivalent basis throughaut this quarterly report to shareholders.

Non-GAAFP Measures

Taxable ecuivaient basis, diluted cash garnings per cominon share, return oR-Commen 8 mareholders’ equity, ‘retarn on ascals ‘f‘rsclency tic, net interest margin, provision
for credit losses as a percentage of average loans and tengible common equty to Fis we:ghted assets dc not have standardszed meaninas prescr bed by generolly accepted
accounting principiez (GAAF) and Lne.efore mdy not be comparable to S’mndu measu pfesen.ed oy gchér fnanciai-institugdons. ‘

~“(‘\.‘ AA;'\‘M Lil
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Message to Sharetiolders

Canadian Western Bank (CWB or the Bank) is pteased to report very strong financial performance for its

88th consecutive profitable quarter a period spanning 22 years. Highlights for the second quarter included,
CWB'’s acquisition of National Leasing Group Inc. (Natlonat Leasing) effective February 1, 2010 whlch-», .

helped total assets surpass the $12 billion milestone. .

Second quarter net income of $37.9 million was up- 76% ($16. 3 million) compared to a year earher wh|Ie,‘f
diluted earnings per common share increased 57% ($0. 17) to $0.47. Lower percentage growth for diluted-
earnings per common share compared to net income mainly reflects the dilution from CWB's warrants and,
21 million of additional CWB common shares issued as:partial consideration for the acquisition of National:

Leasmg The quarterly net interest margm was up S|gn|f cantly over the Unprecedented low reported in the
second quarter last year and was the primary factor influencing earnings growth. Including the positive

impact of the considerably higher yield.garned on National Leasing’s loan portfolio, the net interest margin
- was also above CWB'’s hlstoncal average levels. Record total revenues (teb) of $111.0 million representa: - -
47% ($35.6 million) increase reﬂectlng the S|gn|ﬁcant tmprovement\m margin, 37% higher other income:

and the positive impact of Ioan growth :

Compared to the prior quarter, net income and dlloted earnings per" common share decreased 5% and

10%, respectively, as the combined positive impact of strong asset growth, an improved net tnterest margin .

and increased other income were more than offset by higher non-interest expenses, three fewer.revenue

earning days and the provision for credit: losses. On a year-to-date basis, net income of $77.9 million was -

up 65% compared to the same period Iast year while. dlluted earmngs per common share increased 41% to
$0.99. Exceptional year-to-date- earnings’ growth was™ mainly- drivén: by -the -significant year-over-year
improvement in net interest margin.

e : I )., s

The Banks Tier 1 and total capltal ratlos ’at Apnl 30 2010 remalned very strong at 11 4% and 14.5%,

offset by addltlonal CWB common shares Issyed and: the .ongoing retentlon of earnings. ot

L

‘Return on common shareholders’ equity’ of 16.3% wés up’530 basis’ p0|nts compared to the same quarter'f.

et

last year, but down 170 basis points from the pnor quarter. Quarterly return on assets of 1.17%

represented a 47 basis point |mprovement from a year earlier and’an’ "gight basis point decline compared to

...last.quarter. Compared to the second quarter last year, profitability ratios benefited from the recovery of net

TR

interest margin, increased other income and loan growth, partially offset by hlgher non- mterest expenses
and-the: provision for*credlt losses. retated to National - Leasmgs business. The declme in prof tablllty ratlos

range of industries. With representation across Canada, there are currently over 58,000 active leases that
immediately enhance the Bank's product and geographic diversification. We believe funding synergies and

, New growth opportunities retated to the acqolsmon have potentlal to sngmf‘ icantly mcrease both net interest
...|ncome and non—mterest mcome over Jtime..-National. tLeasmg IS expected to beé accretive to the;Bank's
i arni ; in th f’ft;ur’rent_”scat year as demonstrated by the second quarter;

Dividends

.OnJune 2 "2040 CWB‘s Board ‘'of Directors declareda cash dividend of* $0.11 per common share payable

VN DIpW et

on July 2,'2010 to shareholders. of Fegord, onlJuns {7, 2040 “This. quarterly dividend | is ‘ufchangéd; from '

both the previous quarter and one year ago. The Board of Directors also declared a cash dividend of
$0.453125 per Series 3 Preferred Share payable on July 31, 2010 to shareholders of record on July 22,
2010.

Loan Growth

Total loans grew 6% ($584 million) in the quarter, 7% ($630 million) year-to-date and 9% ($825 million)
over the last twelve months including $376 million of on-balance sheet loans at April 30, 2010 from the
acquisition of National Leasing. Organic loan growth continued to reflect the realities of moderated
economic activity and was further constrained by expected and unexpected repayments on existing
accounts, particularly in the equipment financing and real estate construction portfolios. While there are still
recession-related challenges across almost all lending areas, the pipeline for new loans has picked up
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On February 1, 2010, CWB‘compIeted its’ previously. announced  strategic acquisition of 100%: of the ™
common, shares. of National Leasing | for® 2, totat cost. of $’126'5 million. ‘In, busmess for over thirty years,:
- National Leasmg isia recogmzed ‘leader in small and mid-size commercial, equment leases for a broad

’



considerably since last quarter. Based on what we sae today, and including the grewth contribution from
National Leasing, we expect to achieve our 2010 target for doubie-digit ivan growth.

" Credit Quality

The levei of gross impaired Ioans continues to fluctuate as we orogreus along the bottom of the current
credit cycle. Overall credit quality -remains satisfactory considering angoing economic factors and the
impact of a few large accounts. The dollar level of gross impaired loans was $167.2 million, compared tc
$146.4 million last quarter. Impaired loan formations of $55.6 millioh were partially offset by $26.2 riliion of
impaired accounts that were paid down or resolved during the quarter. The net difference in the doliar
amount of impaired loans compared to the prior quarter was magnified by the impact of a single account
connection. A specific provision for credit losses for this account connection of $7.3 million was made in
the quarter and led to a decrease in the generai allowance. Based on our present view of credit guality, we
believe gross impaired loans will peak within the current fiscal year and actuai ioan losses are expecied to
remain within acceptable levels. The quarterly provision for credit losses of $5.5 million represented 23
basis points of average loans and includes a $1:8 million provision for National Leasing. Excluding the
impact of National Leasing, the provision for credit losses was 16 basis points of average loans, within our
© target range of 15 t¢ 20 basis points. On-a consolidated basis, we.now expect the provision for credit
losses for fiscal 2010 will represeni 20 to 25 basis.points of average loans. .
Branch Deposit Growth .
Deposﬂs raised through our branch network and trust compaﬂaee were up 9% in the quarter, 2% year-to-
date and 14% compared to a yzar earlier. The demand and notice component within branch-raised
deposits, which include lower cost deposits, grew 9% in the quarter.11% year.to-date and 40% over the
past year. The significant growth in demand and notrce depcsits is consistent with our strategles to further
enhance and diversify tne Bank's funding -sources. Growth also reflects: the ongoing success of Canadian
Western Trust Company in -generating new deposits titrough its fiduciary business. In addition 1o the
benefits of diversification, our success in- shifting the deposit mix toward ‘dernand and nolice deposits
. provides an |mprc7ved fundmg baae 10 enhanc\. our c.ompetliwe pOuI.HOH and f irther support rmt interest
;margm o BRI

‘Net Interest Margin . ey R Lo .
Net interest margin recovered significantly from the wough: leve! experienced in the same quarter last vear.
Lower deposit costs, more favourable yieids on fixed rale lcans, the ‘mix of intersst-earning assels
including lower liquidity, and loan prepayment fees cll contribuied to an 83 basis point increzse in the
second quarter net interest margin (teb) to 2.76%. Net interest margin (teb) was up 20 basis points over
the prior quarter mainly reflecting the considerably hlgher vields @2amed on Nationai Leasing’s fixed rate
loans. The year-to-date net interest margin (teb) o1 2.66% is more typical of spreads achieved prior to the
global financial crisis. Increased competition and cther factors suggest that:fu: thér wuaterlai. umprovfements
in margin over that achieved in the second quartsr a-'e uniikaly. :

Trust and Wealth Management

Our trust and wealth management businesses continue to provide opportunitiss for earnings growth,
geographic expansion, incoine diversification and brand awarenass. Canadian Western Trust Company,
which includes cur Optimura Mortgage business, continued to post ven' strong financial periormance with
results tracking ahead of our expectations. Valiart Trust Company is realizing the benefits of increased
capital markets activity and continues tc grow its client base. We anticipate good opportunities to enhance
our presence in wealth management sarvicas through both organic growth and acquisitions.

Insurance

Cariadian Direct Insurance Incorporated {Canadian Dirzct) reported a second consecutive record quarter
with net incorne of $3.4 million. Sirong results reilect lower claims experience and good growth in policies
outstanding of 6% from a year ago. Profitability in the curreat pericd was most significant in the auto lines
cf business.

Cutlook

CWB reported excellent second quarter and year-to-da‘e results, and we expect to deiiver continuad strong
performiance for the balance of fiscal 2010. Results in the current quarter include the initial contribution
from Naticnal Leasing and the addition of this business puts us on track to meet our 2010 loan growth
target of 10%. While the achieverent of double-digit organic loan growth wili remain challenging until we
enter a period of sustained economic growth, our dedicated team is taking a proactive approach to
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generating new business: We remain:very confident about the benefits: of our proven business plan and
core geographic position in: Wéstern Canada, particularly once the economic recovery takes further hold.
We expect gross impaired loans will continue to fluctuate, but our underwriting practices, solid balance
sheet and strong capital base ensure we are very well positioned to manage through any ongoing
~ challenges. One of our key objectives is to create ongoing value and growth for CWB shareholders and we

! continue to evaluate opportunltles in this regard |nc'udmg further acqwsntlons o

(55 IO A AR

We look forward to reportlng ourlf sc;al 2010 third quarter results on September 2 2010.
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| Q2. Results Conference Ckall o
i{CWB's second quarter results conferenpe. call is scheduled for Thursday, June 3, 2010 at 3:00 p.m. ET
+ (1:00: p.m. MT). The:Bank’s executives will; comment on financial results and respond to questions from
analysts and institutional investors. ;5 &1 .
“The conferénce cail may be’ acoessed bna llsten only basus by dlallng 647-427- 7450 or toll-free 1 888-231-
8191. The call will also be webaakt liée on the ‘Bank's website, www.cwbankgroup.com. The webcast will
be archived on the Bank's website for 60 days.

A replay of the conference call will be available until June 17 2010 by dlallng 416 849-0833 (Toronto) or1-
809 6‘4‘2 168'7 (toll-free) and entef" Mg passdode 7176‘l 482 ST

~
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Vi G:anadlan» Westem Bank‘ offers a.full range: \of busmess and personal banklng servnces across the four
¢ westernprovinces and is the:largest;Canadian owned, bank headquartered in Western Canada. The Bank,
-3 along with-its,operating subsidiaries; Canadian Western Trust Company,, Valiant Trust Company, Canadian
.- Direttainsurance - Incorporated;;National,; Legsing. Group. Inc., -Adroit; lnvestment Management Ltd. and
Canadian Western Financia! Ltd., collectively offer a diversifi ed range of financial services across Canada
and are together known as the Canadlan Western Bank Group. The common shares of Canadian Western
Bank are listed on the Toronto Stock Exchange under the trading symbol ‘CWB’: The Bank’s Series 3
-« preferred:shares and common sharespurchase warrants trade on. the Toronto Stock Exchange under the
i n.tradlngz symbols ‘CWB.PR:A%Sanc:/GWBWT": respectlve'y Refer to.www. cwbanquoup com for additional
i, information. s« o : Ao e b P . -
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Management’s Discussion and Analysis

This management's discussion and analysis (MD&A)-should be read in conjunction with Canadian Western
Bank's (CWB or the Bank) unaudited interim consclidated financial statements for the period ended April
30, 2010, as well as the audited consolidated financial statements and MD&A for the year ended October

, 2009, available on SEDAR at www.sedar.com and the Bank's website at www.cwbankgroup.com.
Except as discussed below, the factors dlscussec and refprred te in the MD&A for fiscal 2009 remain
substantially unchanged. . N

Overview

CWB recorded very strong second quarter resuits refiecting excellent-financial performance from both
business segmenis. Consoiidated net income increased 76% (&16 3 million) over the same quarter last
year to $37.9 miilion. Second quarter diluted earnings per common share was $0.47 ($0.52 basic), up 57%
over the prior vear. Lower percentage growth for diluted earnings per common share compared to net
income mainly reflects the dilution from CWEB's warrants and 2.1 miilioin additional CWB common shares
lssued as partial consideration for the acqunsmon or National Leasmg

Net income from the banking and trust segment of $34:5 million was up 78% ($15 1 milhcn) compared to
the second quarter iast year, a period ihat marked an unpreueaemeﬁ low for CWB’s net interesi margin.
Positive revenue coniributions from a S|gnmcant 1mproveme*n in net interest margin, 38% ($6.8 million)
higher other income and 9% ($825 miiiion) ivan growth more than offset the impact of 26%{$¢.7 million)
higher non-interest expenses and a $2.1 million increase in the quarterly provision for credit losses.
Second quarter banking and ttust segment per’ormanue inciudes results from the acquisition of National
Leasing Group Irnc. (National Leasing), completed on February 1; 2010. Comparatively ‘higher yields
earned on Nationai Leasing’s portiolic positively impacted the Bank’s net interest margin, sut the earnings
benefit of this higher spread is partially offset by an increased provisaon for creait losses. Total lozn growth
in the past twelve months was $825 miillion' including Nationai Leasing’s on-balance sheet loans at April 30,
2010 of $376 million. The insurance segment posted record quarteriy net income of $3.4 million, up $1.2
million from a year earlier. Strong insurance resuits mainly reflect favourable claims expenencs and
continued business growih. :

Compared to the previous quarter, consolidated net income was down 5% ($2.2 million) as the revenue
contribution from Nationai Leasing was coffsef by higher non-interest =axpenses, three fewer revenue
earning days, $2.4 million lower gains on sale of securities and an increased provision for credit iosses.
Quarterly diluted earnings per common share decreased 10% ($0.05) reflecting the factors aiready noted.
Consolidated year-to-date net income of $77.9 million.-was up 85% ($30.7 million) compared o the same
period in 2009, while diluted earnings per common share increased 41% to $0.29 (31.08 basic). The
significant year-to-date improvement refliects comparatively stru'vT resulis across aimost ail metrics, most
notably net interest margin.

Second auarter return on common sharehoiders equlty was 16.3%. & rgnnfiwnt mcrease fom 11.0% a
year earlier. Quarterly return on assets was 1. 17% up fmm 0.70% fast year. On a year—to -date basis,
return or: common shareholders’ equity was.17.1%, up from '12.8% in 2008. Rﬂtu irn on assets through the
first six months was 1.21%, compared o 0.82% last yea Compared to the aam@ period in 2009, higher
profitability ratios ware mamiv driven by very smno are in net interest income due to the mp»‘ovemem
in net interest margin and sirong cther | mcome, partially offset by mcraased nor- ~m9re.,t expenses and the
impact of CWB'’s preferred unit oﬁerlnq*s comp et@d in ‘Vﬂarwh 2009 L

b

Total Revenues (teb)

- Total revenues, on a taxable equivalent basis {weh — sea definiion feliowing Sinancial Highlights table),
‘comprising both'net interest income and ostharingl 1e,: ﬁeachu a resorg 31110 i for.the quarter, up
47% (£35.6 million) compared 10 & year sarlier-C.usriary, tolal reverues reflect “he posiive impact of 3
sigrificant -improvement in -net mterest"xdm‘“ sru‘ 2 27%- ($8.2. milkion) increase -in other income.
Compared ic last uarier, nat interest income Fn Rased $5.8 million daspite ‘thre«: fawer revenue aarning
days while othar incomes was up'$4.5 miticr e a y ar-to-date o:&n, totai vevenues of $211.8 million
increased 38% ($59.3 miliion) over the ‘same pesod losi year. Margin kvprovement and loan grawth led to
a $47.0 ’nillion mcrease m yeaw-to-date net mterest mcnme wh Ie olher mcome was up 24’% ($"’4 3 mili on).

=
3

~

¢}

Net intsreit Income zIOL) o e R o A .
Quarterly nst interest income 6f $80.1 rmillion was- up 52% (827.3 m.lhoﬂ) compared to the same pencd iast
year driven by an 83 basis point improvement ifi net interest margin to 2.76% and 9% ioan growth. The
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improvement in net interest- margin: compared to:the same quarter.in 2009 reflects lower deposit costs,
more favourable yields on fixed rate loans, the mix of.interest-earning assets including lower liquidity, and
increased loan prepayment fees: More favourable yields on fixed rate loans largely reflect the positive
impact from National -Leasing. in.view .of the current asset composition, interest rate environment,
continued competitive influences and the positive impact from.National Leasing, management believes the
net interest margin should stabilize around the current level. :

Net interest income was up 8% ($5.8 million) compared to the previous quarter reflecting a 20 basis point

- increase in.net interest margin. and 6%; loan. growth, including .the loans of National Leasing. The

improvement in net interest, -margin, . compared -to the, prior, quarter V\(as almost. _entirely attributed to

comparatively higher yields earned. on, National Leasmg s portfollo Ona ye)ar-to-date basis, net interest

- income increased 44% ($47.0 mljllon) due to.a 70 basis, pomt |mprovement in, net mterest margin that was
. mainly due to the factors already noted. ., ,,‘q e et y, g e

Note 13 to the unaudited interim consohdated fi nancral statements summarizes the Bank's exposure to

- interest rate risk -as at April 30,-2010., The estimated sensitivity of net interest income to a change in

, . interest rates is presented in. the,table below The amounts, r:epresent the estimated.change in net interest

.- income over the time perlods shown,,resultlng from a one—percentage pomt hange in mterest rates. The
. ‘estimates ate based on a number.of. assumptrons and ctors )N;hlch include: e

v HEEN seay ol o smsate o €, broen
BRIRYLY ,cpnstant structure inthe.interest, sensl)tme asset and hal;ljlty portfollos, ,;;,,;::
iy Mipfloor levels for various:deposit, liabilities; oy am . .
+ w% prime rate decreases limited t0.0,25% due to the hlsto({iqa] tqw levefs of mterest rates;
-#..i interest rate changes affectmg mterest ser;tsltlve assets: and, Ilaprllues by, proportronally the same
., ;amoynt and applied-at the appropriate. re—pnclng dates,, and 24 omwes i
- ho-early redemptions. el biooor k,,-,,«_;m Ceipes cr o oae AT , -

bove RIS T ~i . E site P “ . “n N ) )
AN SN TR IR S I t siter lidem s Mooo o 2 0 xm April 30° "7 January 317 * April 30
($ thousands) 12010 .~ . 2010 . 2009 )

§ Impact of 1% |ncrease in Interest rates ) ) .
£y Year: AT Au o o L0 D ABW BINDINL BT T

: (2,066) $ 12,408
(0.8)% 5.6 %

\lxear percentageghange L L il yeyed

ERERRY .Y - P
fanng Yo oalig

el dae B
¢

I‘mpact of 1% décrease ln mterest Tates

Y yedr SUE P y e 8532 % 10,473

T Ry P

o o loydern Egﬁ_cgp@e change .. .- ¢ : e P 32% . 4.8 %
.;\')‘ R I i Loy b "IJ;‘»““ s .

S, Methg,dology for :he calculatlon of mterest sensitiy i"y at Aprll 30 2009 does not mcﬁ.lde a mmlmum |nterest rate level for certaln dep051t
t € accounts that wérd lincluded i the catclilatidal1 ™/ o
gkt T ;71 R}

O;O a one-percen}agj pomt |nerease in mterest rates wou|d increase net interest income
‘) ‘ he fg S gt lvé;’n ths! this éomprayes"to April 30,72009 when a bne-percentage point
e in”interest rat&8 would” \hav fnc‘.reaséd"net interdst incomé by 5.6% dver the fdllowing' twelve
nths, Dunng 2009, order to more eﬁ’éctlvely manage’ifiterest rate’ gensitivity against falling interest
i1 atES, ma{ly, pnme baéed II‘ e v%/ ne ot}ated With' a floor ratefand a corres’pondmg minimum interest
Ly e level, hqutd thd pfithe rate detrdade u‘t’thér‘ the rate’ on these ioah‘s would refain fixed. However,
" When fhe’primé rafte rnc?eases tﬂe ra ??1& o t‘h’ese 158 oniy bégins‘to go 'tip onicé the flodr Tate is passed.
In modeling the effects of a one-perce tagedpdrhtr m?:re%tsé in‘interdst rates; not: all I6ahs would ihérease by
the full one-percentage point, whereas it is assumed that all liabilities increase by the full amount
"‘4/ e, SR o
~. As-at Aprili 30} 2010;i3 ome-perdentage pointcdecrelasi dn interest:rates wouldncrease nef interest:income
ou by 1.8% dvet the!folléwing ‘twedve months;: this «x :apares to April-30;:2009 whenia-one-percentage-point
& i decrease fhcintersiit irates: would-have ‘incréased  ehinterestiincome by:4,8%:oper sthe following twelve
s7i'months ) Whenemodeling: dilione-pércentages point decreasesthei rates ~onprime-based loans with a
‘negotiated floor rate-dd Mot .decredse, whereassthanremainder:of. prime-based lpans decrease by: only
i0:25%: ‘Duk: to: the factthat. many diabilittes:are: subjectito rthe Mull-ones percent,age point decrease, net
terestiincome risés:on a/decreasesin‘-.ratesasat April 30; 2610: Y 1ove toodtine LB NOE L a0 L
Attt NP VG qu o 0 s e ke amonai zanolni T o0 o yesy sl eees sl roitin By Oy
Based on the interest rate gap position at April 30, 2010, it is estimated that a one-percentage point
increase in all interest rates would decrease other comprehensive income; by .$12.1; million;-net, of tax
o (,January, 31, 2010 » $16,1 rr;ulllon) it is egtimated, tnat a one- p,e,rqqntage pwnt decreas% in all Anterest rates
v at Apnl 30, 2010 would mcrease other comprehenswe anQme by,.a S|m1[ar qmountn G e p

2

As at Apnl 30
y Q.4

iy

=4
D
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It is management’s intention to continue to manage the asset liability structure and interest rate sensitivity
through pricing and product poIiCIes as well as thmugk the use of ntere%t rate swaps or other appropriate
hedging techniques.

o

Othermcome \ T T
Second quarter other income of $30.8 ‘million mureased 37% ($8. 3 m:lllon, from a year’earher reflecting
growth across nearly all areas. The ‘other" category within other income was up $3.3 million and inciuded a
$2.4 million change in fair value on Nationa! Leasing's interest rate swaps and $0.8 miliion of lease
adminisiration revenues. Credit reiated fee income was up 60% ($u millicn). Quarterly net insurance
revenues increased 32% ($1.3 miliion) refiecting favourable claims experience and 7% growth in net
earned premiums. Trust and wealth management services revenues and retail services fee income
increased 16% ($0.6 million) and 22% ($0.4 million), respectively. Gains on sale of securities of $4.1
miilion continued to provide a materiai source of other income, but were down from $6.6 million realized in
the same quarter last year. Management expects gains onsale of securities to be considerakly lower in
future quariers. The $2.4 million positive change in fair value on Naticnal Leasing's interest rate swaps is
not a sustainable source of revenue going forward &s a large portion of this amount relates to the
termination of existing swaps no ionge. rwqun'ed becaUQe of *!. ava‘iiabili"ry of fixed-term funding generated
through CWB. e S ool

Compared to the previous quarier, other income was up 17% ($4 5 miilion} as $3.3 million of ‘other’ other
income, $1.9 million of securitizatior: income from National Leasing (rafer tc Mote 5 of the unaudited interim
consolidated financial statemieris for further details on sec Uritization) and a 17% {$1.2 millicn} increase in
credit related fee income more than offset-$2.4 million lower gairis on sale of securities and-the impact of
three fewer revenue earning days. Other incoime year{o-date of $57.2- million increased 27% ($12.3
million) as strong results across CWRB's core operations more than oifset a $4.2 million dacline in gains on
sale of securities. National Leasing's revenue contribitions, commencing in the second quarier, kad a
further positive impact on year-to-date other iricome. - R

Credit Quality E L
Overall credit quality remained satleautc“/ and wn‘mr' rur' ﬂtf.expestaﬁons. The Bank’s primary markets
continus to be impacted by gichal economic factors, paricularly as they relate fo.demand for commodities.
Despita these challengas, management belisves that \ ,’es,?efr Lanada is. 90 |f.orted to benafit significantly
“once there is a sustained period of global economic growth. .. . . . , : ‘ ,

For the three meiiths ended Change from

(unaudited) Lo April3Q .- January 31 Apiit 30 April 30
($ thousands) i ey 20300 2009 2009
Gross impaired loans, baginning of period : 137,94’4' g 107785 oo 36%
New forma'ions : : 45,745, . - . 29,478 RN &9
. Reductions, impaired accounts oald down: or returned o performlr‘ig sLath [ (36,682) (27,487) . (5}
Write-offs . : (6,605) - (2,753 209
Total™ 51146402 0§ 07,617 56%
Balance of the ten largest impaired accounts ~ 79,515 g 56,478 A 72%
Total number of accounts classified as impaired® R 7 S 204 : 3
Tetal number cf accounts classified as impaired under $1 mllllon“" 209 188 3)
Grogs impaired loans as a percentage of tnh& loans® e L37.% 137 % 51 bpt?

) Total loans do not include an a-lo-.a‘m' for cre .:t loseas or "m:, red revenyg and r“r?m.lmsr
@ bp - basis noint change. ' ' C o '
@ Gross impaired loans inciudes foreciosed assets hela for sale witi: & ¢a rqu value of $695 \Jar uafy .,J. Y01k Gt Znd April 30, 2009 - $3,505).
® Yotal number of acco un*s exciudes Mational Leagisig accounts.”, -+ . N .

nmisiia ”or'xae «o$ 4 m!!m 1ast qu lrte ang
sen with-.z, balance of. £30.7 million became

Gross ampmred oans at Apnl 30, '26“0 w@'
-$107.¢ millicn o year earfer. One largs scon
impaired in the secand quarter and reprasents | f the net increase in gmes impaired sans from
the prior geriod. The specific provision for srediticss ed 10 this ﬂCccu 't cenpection was $7.3 million
and led to a decrease in the generai aliowancs for crednt losses in the quarter. The foregeing account
connection,: plus: two additionat large accountz-with -a. combined-halance of $32.4. miilion that hecame
imzaired in the fourth quaner of fiscal 2009 fogether-repressnt the majority of the net.increase in gross
: imomrea loans :‘onmarpd i0-a year aarlier. The ten largest accounts classified as impaired, measurad by
doilars outs! anc ng, reprasented spproximately-58%-of the total: oross umpalred Ioars at quarter end, and
compared 0. 54% in the prior guarter and 53% a year esrlier.

O»
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Gross impaired loans represented 1.68% of total Joans at quarter end, compared to 1.57% last quarter and
1.17% one year ago. It is expected that the level of impaired loans will remain subject:to considerable
fluctuation until impacts from the current credit cycle subside. The dollar level of gross impaired loans goes
up and down as loans become impaired and are subsequently resolved and does not directly reflect the
. dollar value of expected write-offs given thedangible. security held against the Bank’s lending positions. The
« - Bank,establishes its current.estimates of expected wnte ~offs through detalled analyses of both the overall
:n quality and ultimate marketablhty of the, security held agalnst impaired, accounts, Based on management‘
scurrent view, of credit gquality, the dollar level .of gross lmparred loans should crest within the current fiscal
year. Actual credit losses are expected to remain within acceptable levels through the Iatter stages of the
-gredit oycle _ ¥ L

,.;H.:l vaoto e R vy e

B Hr'.,:'._"." [REEN ' o S

- % 0na
“The f scal 2010 target range for the provrsron for credlt Ipsses of 15 to 20 basrs pornts of average lpans
daes not consider the impagt of Natjonal Leasrng Compared to the Bank’s lendlng portfol|o the nature of
National Leasing’s business;, leads to,a higher. provision for credrt losses measured as a percentage of
loans.;-This: circumstance is;. reﬂected by an.increased provision in . both the current quarter and logking
forward..The second quarter provisiqn for: credlt losses was 23 basis points of average loans, compared to
16 basis points excluding National Leasrng With the addition of National Leasing, the actual’ provision for
credrt losses for the year is likely to be in the range of 20 to 25 basis points of average loans.
w aont oo 3 HERSE NN TS AIENE YR I l-‘j‘uf‘\'ﬂl,n»r" li’)!’\‘,
,The Bank's Iong standmg strategy wrthbrespept\ toimanaging. the allowance for credrt losses has been to
~imaiptain-a consistent provision to coyet both.identified-and unrdentrf ied. losses’ The purpose of the general
-allowancerfor credit losses isdo mltlgate, the\,tr;m g ;mpactoﬁunldennf ied lossgs, in the portfolio. Results in
. % the second quarter are consistent with: management'&expectayons that the level of the general allowance
r.¢ :willfluctuate as specific losses are,recognized ang subsequently written- fo Based on results from ongoing
¢ + stress-testing. of the; -portfolio: under-yarious, gredit scenanos,‘the, adequacy of the general allowance for
credit losses is deemed sufficient in consideration of management' qurrent expectatrons for credit quality
and the secured nature of the existing loan portfolio.

The total allowance for credit losses (general and specrf c) represented 46% of gross |mpa|red I6ans at
2otqusrtefend, ¢ompared to 50%" lastiquditeriand 70% ‘ore year ago.:The totak allowance for credit iosses
’(general ahd spécific)-was $76.4: millionat-ApHl 3012010 {including the $6.8' rnillion allowance of National
v easing)i éompdred to $72:6 millionilast quarter and: $75.1 million a:year earlier; The general allowance as
a percentage of risk-weighted loans was 66 basis‘points, down from 70 basis points last quarter and 74

‘ basrs pomts one year ago

\‘_\I! 4 llf

+*_Non-interest Expenses
Effective execution of CWR!s stretegrowplan focused on prot‘ itable growth over -the lopgrterm will continue to
require lnore*ased spendmg in certain@areas. Significant expendltures relate to additional staff complement
- as well as expanded p(emrses and tec@wnqlbgy Upgrades. Spendlng in'these aréas is ah Intégral part of the
*:_. Bank's commitment fo maximize sharehold&rvalue over the’ long-term ‘and is expected to provide material
benefits in future perrods, o support‘gt management's objective to enhance the Bank’s market presence,
two addrtronal full- servrce bankrng branghes are expected to open Iate in 2010 i ,_fﬂ P
2% Lot Al TE o pag aecin W t feows h
Second’ quarter non- Interést experfses of $50.0 million were up 25"/L ($’lO 0 mrlllon) compared 1o last year.
Total salary and benefit costs increased $6.1 million, other expenses were $2.6 million higher and
premises and equipment expensés'were up"$1:5 miltion. Mational-Leasing comprised $6.7 million of the
total -inerease, in .consolidated non-interest, expenses..including, $1.0, million. of additional. amortrzatron of
intangibles. Within non-interest expenses and excluding.the-impact of - National Leasmg, salary and benefit
costs were up 8% ($2.2 million) with the increase attributed to increased staff complement and annual
Piiv saldiylineferhients! Sidokébased1eompensation’ Shedg8s swisre dowr) slightly icompared- fo- aiyear earlier
i "reYleétmb addifoRal expense recognized i theo sirondrquarter tast yesn:forstocks options forfeited by
o 'certarn "CWB managernentvl’femrsés ahd: edjipaeniexpenses excluding National-lbeasihg were up. $0.8
nol illiorfin the aggfegate over the same’qliarllér last yelatwhile Otherexpensésincreased $0.4:million. :+
s priopenal et ehrup st 2ea0s Shene tol eoiswollr Istonen nl o egemeh 5 Ll
' Compared-toithe prior quarer, roninterest expénses increased. 24%: ($9:7 million) . Apart from the: $6.7
“2Cmillior @ttributéd to National Leading, thelincreasé wds mainly diié to higher $alary> and' benefit costs,
7rnclﬂd|ng $0‘9 m’rllron of addltronal expense for restfcted share units refiecting *CWB's~ hrgher average

same perlod in 2009. Excludlng Natlonal Leasing year—toedatemon«mterestxexpenseslrncreased 9% ($7.2
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million) as higher salary and benefit costs reflecting increasad staff complement and annual salary
increments more than offset lower stock compensation expense this year. Other changes are consistent
with the factors already discussed. :

The second quarter efficiency ratio (teb), which measures non-interest expenses as a percentage of total
revenues (teb), was 45.0%, compared to 53.1% last year and 40.0% in the previous quarter. The
significant improvement compared to 2009 reflects the combined positive imipact on total revenues from a
strong recovery in net interest margin, increased other income including gains con sale of securities, and
loan growth. Considering pianned expenditurés in conjunction with expectations for relatively stable
margins, managemerit expects CWE will be well within its 2010 targst for the efficiency ratic of 48% or
better. That being said, tne year-to-date eﬁ”CIe'\cy ratlo {teb) of 42.6% is not expected to be a sustainable
benchmark. =

income Taxes

The income tax rate (teb) for the first six months of 2010 was 30.5%, down 110 basis points from the same
period one year ago, while the tax rate before the teb adjustment was 27.1%, also 110 basis points lower.
The decrease from last year reflects a 100 basis point decrease in the basic federal income tax rate
effective July 31, 2009, and a 50 baﬁus noint decrease in BC s provincial tax rate effective January 1,2010.

Ccmprehensive income

Comprehensive iiconie is' comprised of net inconie and other \:omr:a.phenslve income (uCA,, all nat of
incorme taxes, and totaled $21.8 miliion for the second: quaﬁea, compared. to $32.1 million i the same
period last year. The decrease in comprehiensive: income reflects 2 deciing in OCH resuiting fram .lower
unrealized gains on availabie-for-sale :gecurities. The echange in unrealized gains refiects markat value
fluctuations related to muvemaants i merkst credit sprsads ang interest rates, as well as shifis in the
- interest rate curve. The impact of lower unreglizec gains was pertially offset by higher second quartsr net
© income, which’ was up  78% \Mﬁ million} compared fe the same period last year. Yearto-date
comprehensive income totaleu $54.3 milion, compared to $62.2 million last-ysar. The increase reflscis a
65% ($30.7 million) improvement in net income, rrostly ofiset by lower unreallzed gams on aval!abie -for-
sale securities. : : :

Baiarice Sheet _ Lo :
Total assets increased 3% ($363 million} in the quarter and 3% ($554 million] in the past year to reach
$12.004 million at April 30, 2010. ’ o S :

Cash and Securities

Cash, securities and securities purchased under res 1!@ '—mra@men*s ’rctaie:ﬁ 3”! 827 mailnom at Aprll 30,
2010, cormpared to $2,179 million last quarter and $2,222 miiiion one year ago (refer to the Treasury
Maragement section of this MD&A for additional details). The unrealized gain recorded cn the balance
sheet at Aprii 30, 2010 was $7.6 million, compared  $29.7 million last quarter and $10.8 million a year
earlier. The considerable change in unrealized gains compared {o the prior quarter is largely attributed to a
fluctuation in market vaiue of the Bank's preferréd snare UOI‘[fOlIO unrealized losses in this porifolic totaled
$0.8 miilion as at April 30, 2010, compared fo trirealized gains of $13.0 miliion last quarter. The casn and
securities portfolic s mainly comprised ‘of high quality asit ma'trumenta that are not heid Tor ‘trading
purposes. Fluctuations in fair vaiue are generailv "nrmuteu w0 cr.abrges in interest rates, market credit
~ spreads and shifts in the mteu est rate curve. bVVB ha& o uredu expuswe io bwefengn dem cutsmie of
" Canada. '

Realized gains on sale of securities i the secend ¢ arter were $4.1 1 ailion, wmpdr&d ic $6.5 million in the
previous quarter and $6.6 millicn a year eariei” CA & yeai-to-gate basis, gaing ol sale of sscurities of
$10.6 miliion were down 28% ($4.2 millior) compared to the same pericd last ysar. Gains on sale of
securities in both the curfent and pricr periods nainiy, reeuited irom ‘nwestmeni sirategies and unusual
market conditions that aliowed the Bank to capitsiize on epporiunities 1o ,’edllze gains while’ maemalmng
relativsiy comoamble vields on reinvesiment in uther high quaimy investment grade sewrmeb Looking
forward, the csuartmw dollar @mourt of aams on uale or secmtles Io expecied to be conexoerabiy iower

Treasury Manaqemer‘t

High uquudlty ievels were mamtamed since Auaqst 2007 in response to d:sruptaons and relat@d
uncertainties in financial markets. Many of thesz uncertainties have subsided and the Bank has now
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reduced liquidity to more normal levels:'Compared to prior periods where liquidity levels were exceptlonally
high, this reduction has a positive-impact-on net interest margin. Barring-significant adverse changes in the
economic and market environments, liquidity is expected to be managed closer to: current levels going
forward

S R T LR IR SENEPP RS o) L. i NG
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~ Loans . s

. Totaldoans of $9, 86? m|tI|on grew 6% ($585 mllllon) |n the quarter 7% ($630 m|Il|on) year—to-date and 9%
= {{$825 million) in the past ‘twelve months and included $376 million of on-balance. sheet loans from the
1 -acyuisition of National .Leasing.Measured by geographic area and. -excluding National Leasing, all
- provinces showed loan growth in:the ‘quarter.with the exception of Alberta While, organlc loan growth
continued to be constrained by ongoing economic impacts, including both expected and unexpected
repayments (payouts and pay downs) on existing loans, the pipeline for new lending activity picked up
compared to recent prior quarters. National Leasing adds further geographic and industry, dlversmcatjon to
. the Bank’s loan portfolio. Jt operates across (,:anada with the Iargest concentratlon of Ieases sourced in
o Ontario and also lends to a, number of *ndué‘thes not’ htstdncally targeted by CWB Yoot e

. NREY; v
‘nt Y ST

' Wlthou he 1mpact of Natlonalrt_éasmg all 1end|ng sectors“ showéd relatniely gbod quarterly growth with the
exceptlon of the equipment”fi anclng portfolio.’ Excludtng all “eqlipment financing loans, year-to:date
organic loan growth for CWB was 5% with the real estate portfolio (excluding construction loans), personal
loans and mortgages, and general commercial loans showing the best pércentage growth:: The equipment

.. -financing portfolio, excluding National Leasing; was-down’ 12%:($:1 51 million) year-te-date. Negative growth
. .+in this portfolio reflects both-economicdactars'and its relatively short duration with; loans fully repaid over a
- “period of three to five years! Managément:believes: the .eventual: return to growth of the equipment
. financirg portfolio will.be algoodleadingindicator of :a: more:robust economic: recovery in the Bank’s
=1 markets. Management alsoi continues:to- believe that-Western Canada’s: resource-based economies are
2! poised for a comparatively-strongerirecovery than the restiof Canada once overall global activity expands.
".:+Looking’ forward; loan growth is: expected to.remain constrainedruntil gconomic-factors .improve. further.
:!‘Wlth the aoqmsntton of National t.:easng',CJVB is-on:track to achieve its 2010 loan growth target of 10%.
REASE t( A Y L SEIG A '\_| ’ 1""(" ’T’Ur‘f R IO IR St '] 1130y VT P
Loans in the Bank’s alternative mortgage business, Optimum Mortgage (Optimum), 1ncreased 9% in the
quarter, 20% year-to-date and 40% over the past twelve months to reach $672 million. Opttmum s recently
established offering of higher ratio insured mortgages has shown positive results and:management-expects
.+ insured mortgages c.oujd beqome 2 larger component of thls portfolio over time. For uninsured mortgages,
which’ cu‘rrentfy represent approx1m)atet§l 5% oOf O;Stlmum s total port?olio the Bar;k remams wellrsecured
via conventional residential first mortgages carrying a weighted average (inderwrittert loan-té-value ratio at
initiation of approximately 70%. The large majority of all Optimum mortgages carry a fixed interest rate with
~ the pnncupal amortized over 25 years or less. Management remains committed to furthér developing this
v busuness as lt bontmuésl{o prodice” s‘trbhé rrettﬁ=n§ while n‘lalntalnm‘g an acceptable risk profile.
r‘.‘ ant ol T ORE IRGY "‘t) roillie \ U(.,\"‘ IYEY 114 g A RANN
i eI ! \cth" ST TN ST SETS M o .
'U Total branét\ d;p;Oisrts“rnclupmg tnose (df )? tr{ustservrcess,wwere up 14,_ " (;3769‘ m1|||on) compared to a

s ,.year»earller and.2% ($126,m uﬁon) from, he, IS, quarter, Ihe demand and’ notice “component within
. pranch, deposuts wa,s 3 UR., 4ﬁ (( 95 mtf]lo ,g:,gmpgr d to the same fime last | year and 9% 3275 pnillion)
Tom. last ,quarter o) h |r1 dﬁrrtand ,gn n oe eposnts cojmpared to a yeat’ earher targely reﬂects
.Canadlan Westerm r t Comp‘agys ongotng, sp SS, |n geng eratlng new( trust deposrts through growth of
i its fi duplary bustqess hq signi rg;an lgro %n and and r\Qtlce deposlts, which, mclude the Bank’

" lowest cost funding, supports management s0 jec’tlve 'to furthier enhance and dtversﬁy the' Bank’s fundmg
sources and can also benefit net interest margin. Valiant Trust Company was approved as “4 'federal
.« deposittaking institution..this,year and. manage 3 went is, evaluating, < strategles fo ytilize this. additional
iy oG anng!tpratse d.eposﬁs an.d myreasene,tlr)\teres‘ NGOMEy, 0y & ealir A v

WY T D g [N i 5 :
otal deposnts;at )guarter:'«er’;dr er]e $1 0, 1,§5 mttla“?q"m 2/%, g$ 501 lllr(;){ n).f Tom. tﬁ hg reyiops quarter aivd 5%
i w(3,%472 rnllllo n) oyer, the. past year, TO ta{brang , &st. )measur &d iBas a’pergentage of total depos"t’ts were
s 61 /o a’t Apl’ll ;30 2510.&,, ghang,etd\from tHeprey,roug gua'r;t(e‘rha up from éé% a yegr eagl?er Corné’ared to
Apr.u 39 2099 the tpcrease 151 branch dqposrts 35,9 Rercer ,ag“‘e? x t”tuf deposrﬁs reflécts the gombined
rmpact of very strong growtﬁ in the demand and notice' compohent and'a 4% $1X§ mntﬁé’n‘y dedlingin fixed
rate term deposits raised through the deposit broker network. Demand and notlce de asits represented
34% of total deposrts at quarter end compared to 32% in the previous quarter and 26% year éatuer

f:}f;fj' 1A TR EEANTR T R M STA R o Ty PR IR \,; o]
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Other Assets and Other Liabilities : i

Other assets at April 30, 2010 totaled $311 millicn, compared tc $19C miilion last quarter and $187 million
one year ago. The change in other assets compared to the previous quarter mainly reflects the acquisition
of Nationai Leasing (refer to Note 16 of the unaudited interim consclidated financial statements for further
details on the acquisition), inciuding increases in gcodwili and other intangible assets of $27.8 million and
$39.5 million, respectively. Gther liabilities at quarter end were $427 millior, compared to $302 million the
previous quarter and $427 million iast year. The increase in other liabilities compared to the prior quarter
mainly reflects the acquisition of National Leasmg Cther liabilities in the same period last year included
$84 million of securities sold under repurchiase agreements, comgpared to nil in the current quarier.

Off-Balance Sheet -

Off-balance sheet |tems include assets under administration and assets under management Total assets
under administration, including both trust assets and leases under administration, totaled $8,223 million at
April 30, 2010. compared to $5,462 million last quarter and $4,472 million one year ago. Assets under
management were $780 million at quarter end, compared to $881 million last quarter and $817 million one
year ago. The gross amount of securitized loans at quarter end was $276.2 million’ and refiects the
acquisition, of National Leasing (refer to Note § of the unaudited interim consolidated financial statements
for further details on securitization). Other off-balance sheet items are comprised of standard industry
credit instruments (guarantees, standby letters of credit and commitrents to extend credit), and the non-
consolidated variable interest entity. CWB does not utilize, nor does it have exposure to, collateralized debt
obligations or credit default swape. For additional information reqarqu other off-balance shest items refer
to Notes 14 and 20 to the audited consolidated financial statements on pages 82 and 88 respectively in the
Bank’s 2009 Annual Report

Capital Management
At April 30 2010, CWB's Totai capital adequacy ratio, which measurea regulatory capita! as @ percentage

‘ratlo was 11.4%, comrared *o !1 8% lastquarter and 11 O% at 't’hé same tlme Iast year Current mmlmums
for the Total and Tier 1 capital adequacy ratios of Canadian Banks as set by the Office of the
Superintendent of Financia! Institutions Canada (OSFI) are 10% and 7%, respeutlvely

CWB common shares (mcludmg 2. 1 mlihon shares .ssued as part-ai consrderatlon for. Natlonal Leasmg)
and the retention of earnings, net of dividends, partially offset by goodwill attached to the acguisition of
National Leasing and a capital deduction relating to its secu:itized zssets, Taotal reguistory capitai was
impacted by the foregoing factors, as well as the redemption of $60 4] miliron of subordinated debentures
on November 20, 2009 and an increased dedurtlon for the investment in CWB s insurance subsidiary.
Further details regardmg changes in CWB's regulatory capital and capita! adequacy ratios compared to
prior periods are included in the following table:

Vo

" Asat . As at Change from

(unaudited) < Januaey 3100 April 30 - Aprii 30
($ thousands)

s 2010 2009 2309
Regulatory Capital ' .

Tier.1 Capital before dadurctions. - i1, 104 260 - 1,422,583

. 3. . 154,412
Less: Goodwill (9 359) ~.(8,259) (27,832)
Securitization (National Leasirig) " : R o (at,176)
Tier 1 Capital 1,094, 841 1,043,204 - . 115,404
Tier 2 Capital before deductions 386,074 441,015 (60,935)
Less: Investment in insurance subsidiary (60,073) (5G,732) (12,699)
Securitization {National Lzasing) Lo s e an s T 111,176)
Total Tier 2 Capital 326,901 .. 390,283 5 £84,810)
Total Regulatory Capital : 1,420,842 s 1,403,487 $ 30,594
Risk Weighted Assets S 9422366 ¢ $..9,18585435. . - &' 687,291
. Tler 1 capital acequacy.ratio -+ - 11.6-% T 1.0 % .« 4D bp™
. Total capital adeauacy ratio

151" 152 (70)

M pp - basis point change.

- CWB expects {o remain very well capitalized.. The ongoing retention of earnings should more than support

_capitai requirements associated with the anticipated achievement of the fiscal 2010 target for daubie-digit
loan growth. The Bank's very strong capital ratics nrowde considerable flexibility and management
continiies te evaiuate alternatives i deploy capital for the long-term benefit of CWB sharehoiders.
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In the fall of 2009, OSF! indicated that amendments would be forthcoming to the capital adequacy
guidelines as a result-of a global review of the adequacy of capital levels during the global financial crisis.
In December 2009, the Basel Commitiee .on:Banking Supervision (the Committee) issued a Consultative
Document - entitled Strengthening .the. Resilience. of the ,Banking Sector. The. document as written
represents a substantial change: to thecurrent gu:dehne and has. a strong emphasis on.the quality and
characteristics of Tier 1 capital. The. Committee did not provide any indication as to minimum regulatory
- capital levels as they need:to consider:extensive feedback received from financial institutions and intend to
study the quantitative .impact of the. draft. framework; before calibrating the standards. The Committee's
initial time line would result in new standards being issued by the end of 2010 to be phased in by the end of
2012. CWB has a very strong capital position and expects |mplementatlon of the final set of standards
should be relatively straightforward to manage given the lack of complexity .in.the Bank’s current
composition of regulatory capltat mcludmg an aIready strong component of tanglble common equrty

Further lnformatlon relatlng to the Bank's capltal posmon is provnded in Note 15 of the unaudlted interim
‘onsolidated financial statements as ‘well' as the audrted consolldated ﬁnanmal statements and MD&A for
the year, ended October 31 2009 '

June 2, 201 I X C 'ared a cash d|V|dend of $0 11 per common share, payable on
July 22010 to shareholders of recdrd ‘on June 17,2010. This' quarterly dividend is unchanged frorh both
the previous quarter and one year ago. The Board of Directors also declared a cash dividend of $0.453125
per Series 3 Preferred Share payable on July 31, 2010 to shareholders of record on July 22, 2010.

fastl

ACC]UISIthI‘IS L F

On February 1, 2010,, the Bank acq

$126 5 milfion. Consideratioh f

© cwB (3426 million).and ¢o ge s

trigger payment of the contlngent ¢onsideration ho earher than November 1,'2012. The future value of the
‘ ccntmgent consrderatlon is not yet detlermlnable‘and the dlfference WI" be recogmzed as an adjustment to
".g’;““d il in. the' p n’ :

\gv cduhtlng‘po'hcxes adopted during the duarter for purposes of presentlng
Eheld rta‘,t)en'\ Qm e al dran generally accepted accountmg pnnc1ptes

IRIONS N SR e

Future Accounting Changes
lntemat/onal Fmanc:al Reportlng Standafids

The CICA will “fransition- ‘Canadian -GAAP--for publicly- aecountable  entities- to- Internatronal FmanCIal
. 'Reporting Stahdards’ (PFRS) The Bank’s comsolidated financial statements will-be prepared in accordance
ing quember 1 2011 and wnl lnclude comparatlve rnformauon for

9. P 9,_
Jmplementattoh',;The diagnostic and’ the’ 'de5|gn and planmng phases are complete and the- solutlon
development phase is expected to be completed by the end of fiscal 2010. Further information on the
Bank’s transition plan is provided on pages 56 to 58 of the 2009 Annual Report.  .oiomesme v s ¢

o ‘The/’ Exact n’npact of the “initial Yrafisition foUFRS drvtHe ‘Bank's: November 1,2010' cdnsolidated financial

’tements for i current ‘standards jis” not yét: deterh‘fnabléhme foHoW ihgareds Have beenf identified as

|ﬁg the most’ S|gmfcant pdtehtlal forchénge oh' tran&itions -+ ot cav e ST ey g

e Loan'loss'ccounting< Althou§h’both ‘existiig Cahadian GAAP ‘and‘IFRS ‘calculate Ioan Joss@s using
the incurred loss model, IFRS is more specific as to what qualifies as an “incurred event”. Under
IFRS, incurred losses require objective evidence of impairment, must have a reliably measurable effect

Vil W

fryeare
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on the present value of estimated cash flows and be supparted by currently observable data. This
difference is not expected to impact the calculation of the specific. allowance for credit losses but may
impact the calculation of the general (or collective) allowance. The Bank is developing an appropriate
IFRS methodology but it is not yet determinable whether any adjustments will be required on transition.

¢ Derecognition — Under IFRS, Nationai Leasing's secuntlzed Iedses (totaling $276.2 million at Apnl 30,
2010) would be reported on the balance sheet. :

¢ Consolidation — Canadian Western Bank: Capital’ Trust wnll be consohdated uncer IFRS. For more
information about this entity see note 14 on page 82 of the: October 31, 2009 audlted consol:dated
financial statements. BN ; :

CWB continues to monitor the Internationat Accounting Standards Board's proposed changes to standards
during Canada's transition to IFRS. These proposed changes may h'»we a s:gmﬁcant |mpact or. the Bank’s
|mplementatior‘ plan and future financial statements. .

Controls and Procedures

There were no changes in the Bank's mternal controis over fi nanmal reporting that occurred during the
quarter ended April 30, 2010 that have matenaﬂy affected or are reasonably likely To materlally affect,
internal controls over financiai reporting.” .

The Bank’s certifying officers have, limited the scope of design of disclosure controls and procedures
(DC&P) and internal control over ﬂnanmal reporting (ICFR) {6 excuude tne controls, policies and procedures
of National Leasing, acquired thns quar’rer The llmltatlon Wl” be zemoved no later than January 31,201 1.

Prior fo its release, this quarterly report to sharehoiders was reviewed by the Audit Committee and, on the
Audit Committee’s recommendation, approved by the Board of Directors of Canadian Western Bank.
B .. . . }e s " . . i . N

Updated Share Information . o

As at May 28, 2010, there were 66,324,147 comnion sha'es outstanding. Also cutstanding were employee
stock options, which are or will be exercisable for up tc 4,221,465 ccmman shares for maximum proceeds
of $81.6 million and 14,838,784 warrants that are each exercisable until March 3, 2014 to purchase one
common share in the Barik at a price of $14.00.

Dividend Reinvestment Plan

The Bank's common shares (TSX: CWB) and preferred shares (TSX: CWB.PR.A) are deemed eligible to
participate in CWB'’s dividend reinvestment plan (the “Plan”). The Plan provides holders of the Bank’s
eligible shares the opportunity to direct cash dividends tcward the purchase of common shares. Fuither
details for the Plan are available on the Bank's website ai http://www.cwbankgroup.com
finvestor_relations/drip.htm. At the current time, for the purposes of the Plan, the Bank has elecied to issue
common shares from treasury at a 2% discount from the average market price (as defined in the Plan).

Normal Course Issuer Bid

On January 18, 2010, CWB received approval from thz Toronto Stcck Exchange io initiate a Normal
Course Issuer Bid {NCIB) ard purchase, for cancellation, up to 748,058 of its warrants. The NCIB
commenced January 20, 2010 and will expire January 19, 2011. From January 20 to April 30, 2010, the
Bank purchased ana canceiled 72,928 warrants at an average purchase price per warrant of $9.56; the
aggregate amount of the warrant purchzses was charged to retained earnings. A copy of the NCIB news
release is available on the Bank’s website and on SEDAR at www.sedar.com.

Summary of Quarterly Financial information

2010 2009 2008

($ thousands) R Q1 Q4 Q3 Q2 Q1 Q4 Q3
Total revenues (teb) $ 11(1 972 '$ 100,672 3% 80,099 $ 85,538 $ 75,382 ¢ 76,947 $ 74,058 $ 76,375
Total revenues 108 310 98,109 87,702 83,349 73,707 75,361 72,519 74,533
Net income it 37,884 40,035 30,357 28,729 21,580 25,619 24,485 26,327
Earnings per common share : :

Basic . osa 0.57 0.42 0.39 0.30 0.40 0.39 0.42

Biluted 0.47,' 0.52 0.39 0.38 0.30 0.40 0.38 0.41

Diluted cash N 48 0.52 0.39 0.38 0.30 0.41 0.38 0.41
Total assets ($ millions) e 004V 11,642 11,636 11,331 11,450 10,907 10,601 10,057
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The financial results for each -of the last eight quarters are summarized above. In general, CWB's
" performance reflects ‘a relatively: conglstent trend although the second quarter contains three fewer
" revenue earnlng days. ‘ ‘ e

The Bank's quarterly financial results are subject to some ﬂuctuatron due to |ts exposure to property and
casualty insurance. Insurance operations, which are primarily reflected in cther income {refer to Results by
" Business' Segment - Insurance), .are subject to seasonal weather conditions, cyclical patterns of the
“industry and natural catastrophes. Mandatory participation in the Alberta auto risk shanng pools can also
result in unpredictable quarterly fluctuations. - v

- During the fourth quarter of 2008 ‘and-throughout fiscal 2009 the Bank’s quarterly net interest income was
negatively impacted by compression:of. the -net interest margin that mainly -resulted from consecutive
reductions in the prime lending interest rate, coupted with significantly-higher deposit costs and other spin-
off effects of the global financial crisis. Gains on sale of securities, reflected in other income, were
unusually high during the same period also mainly due to factors associated, with the financial crisis,
including a steep interest rate, curve -and wrde credit spreads that allowed the Bank to capltallze on
investment strategies. In the fi rst ql arter of fis sal 2010 net interest margin tecovered to more typical levels

" achieved before the onset of the' global financial crisis: Quartérly results can also ﬂuctuate due to the
recogmtlon of perlodlc income tax items.

second quarter of 2010 (refer to' Results by ‘Busingss Segment - Bank/ng & trust) The acquisition had a
positive impact on all categories in the table above.. .

FEFART) ST .

For details on variations between the prior quarters, refer to the Summary of quarterly reésults section of the
Bank's MD&A for the year ended October 31, 2009 and the individual quarterly reports to shareholders
which are available on SEDAR at www.sedar.com and on CWB's website*at wwi. cwbankgrotip.com. The

- 2009 Anrual Report and audited ‘consolidated ﬂnancual statements for the year ended October 31 2009
-~‘:are aval‘able on both SEDAR and the Bahk swabsrte S : s o
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Results by Business Segment

CWB operates in two business segments: 1) bariking and trust,”and 2} insurance.: Segmented information
is aiso provided in Note 14 of the unaudited interim consolidated finaricial statements.

Banking and trust

Operations of the banking and trust segment wmpnse all commercial and retail barking services inciuding
equipment leasing offered by Nationai Leas:ng, acquired on February 1, 2010. The banking and trust
segment also inciudes trust, weaith management and other fiiancial services provided through Canadian
Western Trust Company, Vaiiant Trust Company and Adroit Invesiment Management Ltd.

Net income of $34.5 million increased 78% ($15.1 million) compared to the same quarter last year driven
by an 84 basis point improvemant ir net mterest ma.gm (teb). The significantly higher margin compared to
the unprecedented low estabiished a year earlier ied'to a 53% \$27 0 miliion) increase in guarterly net
interest income (teb). The change in net interest margin (febj riainly resulted from lower deposit costs,
more favourable yields on fixed rate loans, the mix of interest-ear ning assets including lower liquidity, and
loan prepayment fees. National Leasing’s portlouo ears considerably higher yields compared to CWB's
core business lending and was & key facior’ comnbutmg to the imiprovement. The quarterly provision for
credit losses increased by $2.1 millicn and included $1.8 million for National Leasing credit losses which
are higher than the Bank’s other ioan portfolics when mea.»uree asa percentage of loans.

Second quar[er otheri incorie grew 38% ($6.8 miilio n) overa yem eanie- as very strong fee- oa"ﬁd fncome,
including a 60% ($3.2 mnlllon, increase in credit reiated fee income, offset-a $2.5 million reduction in gains
on sale of securities. Gains on saie of securities are expected to be considerably lower in fuiure periods.
Other income also included a $2.4 millicn positive change in fair value for National Leasing's interest rate
swaps and $1.9 million of securitization income. The foregoing sources of other income are likely to reduce
in future periods as new lease assets are retained en-baiance sheet and funded with fixed rate deposits.
The quarterly efficiency ratio (teb), which measures non-interest expense as a percentage of total
revenues (teb), was 45.6%, compared to 53.8% iast year. Nor-interest expenses increased $9.7 million
over the same quarter last vear (including $6.7 million aftributed o National Leasing) and the significant
improvement in the efficiency ratio was entirely due 10 the achievement of record totai revenues.

Compared te the prior quarter, earnin'g' were down 6% ($2.2 nvt !i:on) as the combmed poem\e impact of
strong asset growth, an improved net interest margin and increased other income was more than ofiset by
higher non-interest expenses, thrae fewer days and the provisien for credit losses. On a year-io-tats basis,
nat income was up 61% mainly driven by a 71 basis point imgrovement in net interest margiry (teb). Net
interest income (teb) was up 45% ($46.6 million) over the: same pefiod in 2009 while other income
increased 19% ($7.2 million). increased non-interest expenses and the provision for credit iwsses partially
offset the positive earnings impact of record fotz! revenues. The year-to-date eficiency ratic (teb) was
43.1%, an improvemer: of 680 basis points. ' e

\

Change - R SRR Change
For the three months ended T from . For the six.months ended. .. - from
i January 31 April 30 April 30 o April 30 Apiil 30
($ thousends) 2010 2008 2009 . 2098 2003
Net interest income (teb) $ 72619 ' $ 51,599 ’ 53 % S $ 104,500 : 45 %
Other income ] 20,616 18,125 35 : s 38,343 19
Total revenues (teb) 93,235 . . 65,524 . 49. 142,843 38
Provision for credit losses - 371300 32,369 TSI - B 6,738 37
Non-interest expenses ok 37,627 37,381 L26 L 71,291 19
Provision for income taxes (teb) 15,129 5,313 74 20,464 53
Non-controlling interest in subsidiary 41 7% 56 (27) ) 123 (5)
Net income $ 34,485 $ 36690 _$ 19,405 78 % 3 44,227 61 %
Efficiancy ratio (teb) ; 40.4% 53.8% (820)bp - 45.9 % (680)bp
Efficiency ratio 41.4 55.0 (839) 51,0 (680)
Net interest margin (teb) 2.54 1.21 84 1.94 71
Net interest margin 2.46 1.86 81 g 1.88 68
Average loans (millions) % 9253 3 8,982 8 % L $ 8,918 6 %
Average assets (miilions)*) B i1,317 11,024 [ 10,867 6

bp - basis point change.
teb - taxable equivalent basis, see definition foliowing Financial Highilights table.

@) Assets are disclosad on 2n average daily salance basis.
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Insurance - '
* The insurance segment is comprised of the operations of Canadian. Drrect Insurance Incorporated
(Canadian Direct or CBI); which provides auto and-home insurance to mdlvrduals in BC and Alberta.

Canadian Direct reported record quarterly net income of $3.4 million representing a $1.2. million increase
;from a year ago. ‘Strong results were driven by.improved claims experience and a 7% increase in net
_.earned. premiums. Improved clalms experrence compared to. the seoond quarter of 12009 includes a
srgnn"cant drop in.the loss; ratio ~for both the, BC. home and the Alperta autq product lihes due. to Iower
severity. Growth in net earned -premiums reflects a 6 % rncrease in, polrmes outstandng and hlgher average
premiums per pollcy in the home product lines of business.
" Yo o0 Cheeynne oo ol
In comparrson to the previous: quarter, which mpluded a posrtrve $‘f 9 rnllhon before tax (1.3 million after
.. tax) contribution from, Canadian. Drrect’s share of .the Alberta auto risk, sharrng pools (the Pools), net
income. rncreased $0.1 million,, Excludrng the |mpact of the Pools from both quarters, net income was yp by
0w $1.2, rntjlron despite three. fewerr revenue, eaming. days The lmprovemept can be attrrbuted to Iower net
- claims' expense and an addltronal $0 3 mlllron of 03ins:, 01;1 sale of secuntres Jmproved clarms experrence
. .was most notable.in the Alberta: auto ling: where.net clalms expense decreased by $2 7 mrtljon dUe to lower
o frequency and. severrty A v sl :

«

eI IRen ',r\),w,i).

Year-to-date net income of $6 7 rnlllron represented a 127% (é3 8 mil\h’on)’ increéise’fror'n the same period
. kst yegr. Absent the impact of the,Rqols, the. ygar-over-year increase.in. net incore, was. 54% ($2.2 million)
reﬂectrng 8% growth in:;net, eam,e(L premtums -and an Jmp| ement fln net ctarmsr expense Barring any
.severe weather or other catastrophe type events Canadran Drrect should cont;nue to produce strong

Tl SO T ‘ri!"

S T L E TN o P o3

Change Change
I LSRR frem ““Forthe six months ended from
w:.vﬂanuarvrsl i 4 APE,'I,30irI/ ‘April 30, - Aprih30 - . April 30 April 30
: 20 2009 "7 C 2009 - -2010 2009 2009
Nét interést income (teb) -1<;6s7 LTSI W E 3,383 - 2,908 16 %
7'5750ther incdie (net) * ‘o AR T
Net earned premlums o 27,331 . ”24 880. 50 095 8
Commissions and processing fees ‘618 g 760" {214 (18)
] Net claims and adjustment expenses (16,990) (16, 126) (34,777) (6)
Y i oPolicy acquisition costs LYy il 2(5,289) o [(5,316). 1+ (10,422) 7
A3 1 Insyrapce revenug‘éL vy 4,198 6,310 77
Gains on“sale of seclirities - 247112 1268 67
f?otal reventies (net).(teb). = 2 131 : 58\58 : nr'} 29 9,486 58
. -mtet;?st,expense S eiban .. 2,613 . 5,108 7
e ’rov1ston or inconte taxes (teb) - % 1,070 NNryA L1 4060 101
" iCNet income S1 Ty UUN ; 2 ‘t’75 Ny 56:% 12,972 127 %
vyt >o|rcres Dutstandl _,(#):Q 0iE e 50 ,g\_”,, A70, 433 6
Gross)) “written premiums 29 120 e 5T § B4 ¥'52,223" 5
MV Eraimds 1888 Fatio® iR 2ian. o 3 65 Y% (600)bpirTii i - 69 % (900)bp
Expense ratio® - ,,‘59. . 200, t,‘,,[, 29, .. .29 -
Combined ratio® T gl okl apgy  HITTToggty! * 98 (900)
Alberta ayto risk sharing pools g
impact on net income before tax 31 613 % $ 2,134 $ (127) nm %
9 212 190 12

Average lxo!al assets. (mtllmms) |

T bp - basnsr pomt change.
teb - taxable equivatent
nm - not meamngful

® Neg dldims and adzo
@ Pgl,rcv acquisition
® Sum of the claims’ AL 0! e:J

d expense ra ios.

Y ng i ob e iere

mosd sl Lot s e
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Fiscal 2010 Minimum Targets and Outlook
The minimum performance targets established for

performance are presented in the table below:

the 2010 fiscal

yéér togéther with CWB'’s actual

2010° 2010
Minimum Year-to-date
Targets -+ Performance®
Net income growth @ 12% 65%
Total revenue (teb) growth 12% 39% .
Loan growth- : . L 10% - . . -. “ 8%
Provision for credit losses as a AR (oo 190
percentage of average loans 0. "5/" 0“'0_"" 0.19%:
Efficiency ratio (teb) 48% 42.6%
Return on commeon equity 13% 17.4%
Returnonassets®™ . - . ... |..  0.00% 1.21%

) 2010 year-to-date performance for earnings 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 targets is the current year-to-date fesults annualized.

2 Net income, before preferred share dividends. '

©) Return on Cornrrion equity caiculated as annuaiized net income after praferred share div'dends
divided by average common shareholders’ equity.

® Return on assets calculated as annuahzed nat income aﬁsr preferred share dividends divided
by average total assets

oy

The faster than expected recovery in net interest margin in the first quaiter to more norinal historical levels
continued to have a very positive influence on overall financial performance. The acquisition of National
Leasing further increased net interest margin and also impacts other key performance. metrics, most
notably loan growth and the prevision for credit losses. in view ef the -foregoing, the majority .of 2010
- minimum targets do not accurately reflect managenients current expectations. The contributicn -from
Natlonal Leasing Has the Bank on irack to meet its 10% loan growth taiget. National ! Leasing's purtfolio
earns a relatively huqh yield that is accompanied by mcrea%ed loan iossés compared to the Bank’s core
lending business. The target range for the provision for credi: k)oses as shown above does not reflect
expected losses attributed to this portfolio and the aciual consolidated provision for the year is now
antnc:pated to be 20 to 25 basis points. . : :

- While the Ban»\' sh@uid augmman’ay \,urpass the mimmum growth targets for net income-and total ravenues,
. year-to-date performance does not directly indicate expected -annuai growth- given thal fiscal- 2009
- comparative results were much betier iri the latter haif of the year. Return on squity and return on assets
for the year will alse benefit from the robust recovery of net. interest margin, altnouqh this positive impact
will be partially offset by expectations for considerably lower gains on sale of securities going forward.
Furiher growth in revenuss, -inciuding the net impact:from: Nationz! Leasing, :should isad to a better
efficiency ratio compaied to the fiscal 2010 target: That"i?éhg":m;d‘, management Wil maintain expenditures
necessary for effective exscution of CWB's” strdteg ¢ pian and the year -10= date &::ff cnenw zdlIO is not
expeuied fobea suslalnabue benchmark. ,

Overall credit quality is sound despnfe an mcrease in gross En‘apalre,ci cans and actdai losses shouid remain
within acceptable levels given the current ecmomuckenveronmem Based on the present view, management
helieves gro.ﬁ impaired loans will peak within ihe carrent fiseal year. The Barik intends to continue to build
market share while maintaining its focus on high quality loans that offer a fair and proffable return on
investmnnt. While there are stit many challenges-and global uncariainties, .economic fundamentals in
Canada appear to be improving and -ali’ companies ir the Canadian Western Bank Greup are well
positioned 1o capiiaiize on sppottunities in this i'é‘e;gara."Tf‘E1e overaii outleok for 2010 arid beyond is posiiive.

This managemert's discussicn and analysis is dated June 3, 2010.
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Taxable Equivalent Basis (teb)

Most banks analyze revenue on a taxable equivalent basrs 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 GAAP and, therefore, may not be comparable to similar
measures presented. by other banks. Total.revenues, net interest income and income taxes are discussed on a taxable
equivalent basis throughout this quarterly report to shareholders.

Non-GAAP Measures .- PN

Taxable equivalent basis, diluted cash earnings per common share, return on common shareholders equity, return on assets,
efficiency ratio, net interest margin, tangible common equity to risk-weighted assets, Tier 1 and total capital adequacy ratios,
average balances, claims loss ratio, expense ratio ‘and combined ratio do not have standardized meanings prescribed by
generally accepted accounting principles (GAAP) and therefore may not be comparabie to similar measures presented by
other financial institutions. The non-GAAP measures used in this MD&A are calculated as follows

Voot

¢ taxable equivalent basis — described Sbove:

o diluted cash earnings per common share — diluted earnings per common share excludmg the amortization of acquisition-
related intangible assets; ‘ PN

e return on common shareholders equrty - net income-less preferred share dlvrdends drwded by average shareholder's
equity; e

s  return on assets — net income- less preferred share dividends drvrded by average total assets; :

. efficiency ratio — non-interest expenses divided by total revenues (net interest income plus other income);

. net interest margin — net interest income divided by average total assets;

o tangible common equity to risk-weighted .assets:~ shareholders” equity less subsidiary goodwill divided by risk-weighted
assets, calculated in accordance yvrth gurdelme‘ﬁissued by the Off'ce of the’ Supenntendent of Financial Institutions
Canada (OSFl); ’ .

o  Tier 1 and total capital adequacy ratios -in. accordance, wrth gurdelmes lssued by OSFI

e average balances — average daily balances; VI e e o

. claims loss ratio — nét insurance claims and adjustment expenses asa percentage of net earned premiums;

. expense ratio — policy acquisition costs and non-interest expenses net of commissions and processing fees as a

. percentage of net earned. premlums and 1 'r!
o ., combmed ratlo sum of the garms loss and

AT (‘

“F orward-lookmg Statements : : g
" Erom time to time, Canadian Western 'Bark: (the Bank) makes. written and verbal forward looklng statements. Statements of
«ithis type are inclyded in the Annual Reportand-reports;fo. shareholders and may be included in filings with Canadian securities
regulators or in; gther. ,Gommumcatron,s such -as, .press releases and, corporate presentatrons Forward-lookmg statements
- include, ~but are not limi ed, 10, statements about the Bank‘s objectrves 'and strategies, targeted and expeécted financial results
. anq the outlook fort e Bank's busmesseé or foi e’éanadieln edoromy.-Forward- looking ‘statements are typically identified by
~'the- words™belieVe”; “expedt’, it mpat’e” -interd®: ‘“éstlmate”““may increase”, ‘rhay |mpact’! and ‘other similar’ expre55|dns or
future or'tondltldnal verby such ds *wiflh, “sholild” | “whtid":and ‘could”. ' 4 it whofote v R

By their very nature, forward-looking statements involve numerous assumphons A vanety ‘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 fagtorsi include;] but:areinot limited:to, general. busingss and economic,conditions: in Canada including the
r oo volatllrty and(lack of trquldrty rmFlnafgcral +parkets; ﬂuctqatronsrn interest rates and currency valyes, changes in monetary policy,
e Changes in, _economrc end pq.ltigql._cogldltrons, regulatory 1.ant;l Iegal deyelopments the Ievel of competrtron in the Bank’s
) markets the oceurr ence of w ather-related “and cher nattiral ¢ astrodhes chahges in accohntlng standard$ and poIlcnes the
ctfrac)? ofland compl te'n ss O nfrormatron "the ‘Bankerecéives abolt ustomers and cbunterpartles, thé ability to atfratct and
" vetaint ke personnel ) tife bility:® e6mplete!and intdgratd>acauisitionst reliante on-hird parties t6 provide componerits of the
".:'Bank’s busingssinfrastructure; thangesdn tax laws;'technofogical developments; unexpested.changes in consumer-spending
=+ ,1, 8N saving habits, - timely development,and -ntrodugtion of mew.products,; and management's. ability to anticipate.and manage
;. the rrsks assocrated,wrth these. fgqtors,ltrs lmportant, fo note that the preg:edrng fisti is noteg;haustuve of possrblejaqtors

These and other factors should be considered carefully and readers are. cautloned not-to place undue relrance on these
forward-looking statements as a number of important factors could cause the Bank’s actual results to differ materially from the
expectatrons expr A‘Igssged in such forward Ipoklng statements. Unless reqwred by securrtres law, the Bank does not undertake to

update any fo lboﬁlng statemeht Whethet writte il Or's erbal’ fhat mhay 'be- m'ao‘e fro'm timé to tl‘l‘ne By it oron its’ behalf

’ Assumptrpns ab?ut the pérfbrmance of t n “economy T n 0” ‘ﬁ,d Row’it Wil *affect CWB's budinesées efé material
5 rators t’hé Barfk considérs When setting tS'dbjéCﬁves ' Bdtting’ mrhlnﬂhl‘n’ber’féfmance‘ targits for fiscai 2010, ménagement's
=0 ekpectatlahs assumed: moderaté éeonor‘mc growthurn Cénadallaided: “bij* positive felative! pérformance’in ‘the: fours western
“l & 'plovitices; stable ‘ot sightly .higher energy and: commadity -priges; soundyeredit duality with: actufal Josdes remaining: within the
+n Bank's;range ofacceptable-levels; modast, inflationary p@ssuges\and.tan improved, net -interest margin, resulnng fram: lower

“l‘v

-1 deposit ogsts, a.stable prime: lending,| mterest‘rate,,fa\wurable yields; on; otJ',1 new lendlng fgmlm‘es and, reneiwed ancoungs and
relatively stable investment returns reﬂectrng hlgh quality assets held in he secuntles portfolio, par’ha\lly offset by a‘reduction in
the level of gains on the sale of securities compared to fiscal 2009. Through the first six months of fiscal 2010, very strong results
reflect a significant recovery in net interest mdrgin- that- matétiblized Hodre Quilckly ‘tha iEnagement’ anticipated ‘&nd a further
positive impact from the February 1% acquisition of National Leasing Group Inc. Gains on sale of securities through the first two
quarters were also much higher than management expected at the onset of fiscal 2010. The provision for credit losses measured
as a percentage of average loans reflects higher inherent losses in the portfolio of National Leasing Group Inc. due to the nature of
its business. )
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Consolidatéd Stat”érﬁer{ts. df Income

For the three months ended Change from For the six months ended Change from
(unaudited) g - April- 30 January 31 April 30 April 30 - April 30 - April 30 April 30
{$ thousands, except per share amounts) L2010 2010 2009 2009 20100 2009 C 2009
Interest Income SRR . o R

Loans $ - 123,830 " ¢ 116,841 $ 107,828 15 % :$ ~~240;671  $ 227,096 6 %

Securities et 9,428 10,928 . 10,462 (10), o0 20,364 21,674 (6)

Deposits with regulated : o aE . ) = .

financial institutions - 1,443 2,104 3,770 (62) 23,547 7,307 (51)
: 1 134,699 129,883 122,060 1C ;204,582 256,077 3
Interest Expense o -'

Deposits 52;858 - 53,570 65,824 (20) 106,428 141,564 (25)
Subordinated debentures : 4,378 4,570 5,099 (14 8,941 10,366 (14)
! ; 57,229 : 58,140 - 70,923 (19} 3115‘369 ¥ 151,930 (24)
Net Interest Income R 77,470 - . 71,743 51,137 51 145,213 104,147 43
Provision for Credit Losses _(Note 6) 5,487 . 3,713 3,369 63 ....8,200 6,738 37

Net Interest Income after e oA o : _ S

Provision for Credit Losses : 71,983 68,030 ... - 47,768 51 .- 140,01 97,409 44
Other Income e S R

Credit related s 1 8,496 - 7,278 ¢ 5321 50 - 15,774 11,064 43

Insurance, net . (Note 2}, 5,521 5,670 .4,198 32 14,191 6,310 77

.Trust and wealth management S ) i : . e .
services S 4,499 4,470 3,869 16- 8,969 7,782 15
. Retail services . i 2,332 2,016 1,913 22 © 4,348 3,757 16

Gains on sale of securities o 4,072 6,497 6,580 (38) - 10,569 14,723 (28)

Securitization revenue ;4,911 - - nm 1,911 - m

Foreign exchange gains ) L0676 435 657 1 1,111 1,222 {9)

Other 3,333 - 22 nm §;,333/:" 63 ain

L 30,84l1~§ 26,366 ...22,570 37 57,206 . 44,921 27
Net Interest and Other Income ©102,823 . 94,396 ' 70,338 4 297,219 142,332 39
Non-Intérest Expenses . : L N f b

Salaries and employee benefits 26,350 26,587 23 - 59,071 50,424 17

Premises and equipment 7,028 6,528 22 15,011 12,556 20

Other expenses 6,520 6,330 41 15,421 12,479 24

Provincial capital taxes 210 ) 549 (28) 705 . 940 {25)

40,248 ~..39,8%4 25 90,208 76,393 118
Net Income before Income Taxes :

and Non-Controlling Interest ' i ’

in Subsidiary - 54,148 74 +407,011 ¢ 85,831 G2
Income Taxes -14,037 72 28,975 18.609 56
. . 40,111 75 78,036 47,322 55
Non-Controlling Interest in %

Subsidiary 4 7% . : 56 (27) 117 123 (5)
Net Income 7,884 40,035 ¢ 21,580 76.%°$ 77,919 ¢ 47,159 65 %
Preferred share dividends (Note 9)'$: 3,802 3,802 7. 22,458 S5 % ¢ 7,604 | $ 2,458 209 %
Net income avaiiable to common - RS el : e e i

shareholders 34,082 36,233 $ 19,122 78 $ 70,315 $ 447435 57
Average number of common - EEENC . } S R —

shares (in thousands) 66,144 63,925 . .63,503 4 65,016 63,484 2
Average number of diluted common s o - )

shares (In thousands) 72,670 70,090 63,539 14 71,362 63,609 - 12
Earnings Per Common Share il i RENES : / N

Basic ' & 0.52 057 $ 0.30 73 $ : 1.08 . % 0.70" - ’ 54

Diluted - $ 0 047 052 $ . -030 . 57 $...00099 3 0,70 41
nm - not meaningfu. - c- 2 s S IR

The accompanying notes are an integral part of the interim consolidated financial statemencs.
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ﬁ Consolidated Balance Sheets

' : ‘As at As at As at As at Change from
audlted) =N April 30 0 January 31 " October 31 April 30 Aprit 30
( thousands) § . 2.210 2010 2009 2009 . 2008
Assets R : )
Cash Resources . . . T Ve #
Cash and non-interest bearing deposits with financial institutions $ 15,343 % 18,728 © $ 17,447 $ 14,739 4 %
Interest bearing deposits with regulated fi rnanmal mstltutlons (Note 3) 188,705 266,158 266,980 557,313 (66)
Cheques and other items in transit S0 633 9,280 . 12,677 - nm
B i 294,166 - 257,104 572,052 (64)
Securities . {Note 3) .
Issued or guaranteed by Canada " 930,048 - - 854,457 585,320 (13)
Issued or guaranteed by a province or rnunlcnpallty» ~ e N 96,999 253,143 545,032 (81)
Other securities - - - 828,737 783,809 519,283 47
.’.f N 1,855,784 - 1,891,409 1,649,635 {(17)
Securities Purchased Under Resale Agreements -~ .- -~ - . 20,000 = . nm
Loans . (Notes 4 and 7) N . o
Residential mortgages S 72,308,916 2,282,475 ' 2,239,023 : 2
Other loans . - 5 7,045,834 7,029,177 6,877,594 ’ 11:
o S9,94-3,055 *+ 9,354,750 9,311,652 9,116,617 , )
Allowance for credit losses ’ {Note 6) 26 386) ) (72,570)° (75,459) (75,099) 2
- . N 9,866,669 9,282,180 9,236,193 9,041,518 9
Other , ]
Land, buildings and equlpment 41,248 39,252 30,369 | 7 91
Goodwill o 9,360 9,360 9,360 ' 297
Other intangible assetsl i - 6,152 6,465 7,089 544
Insurance related ; . . 56,583 55,932 52,283 6
Derivative related~; 7’ - (Note 8)- 802 - 2,334 4,524 (95)
Other assets N S - 5,359 - 97,823 . 83,795 37
o iy : 310,904 o 189 504 —’ S 211,166 187,420 . : 66

Yotal Assets o =

Llab|l|t|es and Shareholders Eqmty
Deposits

Payabié on demand - B $, : 530,995 ; $ . 399,888 -359,176- - $ - 360,989 47 %
Payable after’ notice | - 2,963,594 -2,820,033 2,778,601 - . 2,139,361 39
Payable on a fixed date 6,585,454 6,679,000 6,374,461 ° 7, 107,984 . ‘7
Deposit from Canadian Western Bank Capital Trust 105,000 105,000 105,000 105,000 -
10,185,043 - ‘10,003,921 9,617,238 9,713,334 ' 5
Other e - TR e et ISR -
Cheques and other ltems in tran5|t 34,565 33,498 41,964 44,039 (22)
- Insurance related << 135,482 137,424 145,509 135,563 oo
-Berivative relate : P (Note'8) : 64 - - 74 - 852 (
Securities sold under repurchase agreements . . - - vt 300,242 83,468 - .
Other liabilities ... . 131 085 169,346 162,616 58
302,071 ° 657,135 426,538 -
Subordinated Debentures 2 .
Conventional - - - - 315,000 375,000 - 375,000 (16)
Shareholiders’ Equity. - - LRI
Preferred shares {Note 9) 209,750 209,750 209,750 -
Common shares <, , . e (Note 9) 227,716 .. 226,480 "223,062 23
Contributed suiplus o o 20,442 19,366 18,060 - 14
Retained earnings . - YR . 540,951 511,784 474,353 ° 20
Accumulated othehcomprehenclve ‘ncome 21 783. 19,119 10,528 (48)
935,752 15
Yotal Liabilities and Shareholders’ Equity 11,450,625 7 0 5%

Contingent Liabilities and Commitments

nm - not meaningful.

(Note 11}

The accompanying notes are an integral part of the interim consolidated financial statements.
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s ..hareholders

For the six months ended

{unaudited) o April 30 April 30
13 thousands) : . 2010 2029
Retained Earnings ’ “

Balance at baginning of period - $. 511,784 $ 448,203
Net income L 772,919 47,199
Cividends - Preferred shares N (7,604) (2,458)

- Commor: shares : (14,307)» - (13,965)

Warrants purchased under normal course issuer bid (Note 9) - 1. (698) -

I3suance costs on common shares 3 :{105)

Issuance costs on preferred units i : : T (4,626)
Balance at end of pericd : . s 566,989 474,353
Accumulated Cther Comprehensive Income (Loss) :

Balance at beginning cf period 107019,119 (5.203)
Cther comprehensive income § : . {13;600) 15,731

Balance at end of period Ghaiir 5519 10,528

Total retained earnings and accumulated other comprehenst ve ircome 572,508 484,881

Freferred Shares (Note 9) i :

Balance at baginning of period ’ i bl 209,750
Issued during the period KA e . 209,750

Balance at end ¢f pericd N 209,750 209,750

Common Shares B . (Note 9) SR

Balance at begirning 4f pariod L 226.480 221,914
Issued on acquisiticit : (Note 16) /i 42,582; -
Issued on exercise of options s 2,289 .. 393

Issued under dividend reinvestment-plan 1,563

Transferred from contributed surplus on exeruse or exchange of options ’ : 1,199 755
Issued on exercise of warrants : : e 110 ) -
Baiance at end of pericd - . ] : s i : 274 223 . 223,062

Contributed Surplus t :

Balance at beginning of period L : IL9 366 : .. 14,234
Amortization of fair value of options ) . B : 12,463 4,581
Transferred to common shares on exeicise or exchange of uptons Lo 11,199) (755)

Balance at end of period 20,630 18,060

Total Shareholders’ Equity - o 5 G e T e LR R e R e S et R e s $. 08,0772, 431°:.¢ . 5935 753

Consolidated Statements of:

For the three months ended . Fﬁr the six montns ended
{unaudited) e &\pwi 30 April 30 E April 30.. . * April 30
($ thousands) o 2010 2005 20i0 2009
Net Income 21,589 $: 77919 47,199
Other Comprehensive Income {Loss), net of tax e -
Available-for-sale securities: ' T
Gains (losses) from change in fair value® 23,528 \4,617) 30,549
Reclassification to other incomef? (4,630) (10,380)
. 16,898 20,169
Derivatives designated as cash flow hedges: SE g :
Gains {losses) from change in fair valug® 2,532 17° 5,968
Reclassification to net interest income!¥) (3,485) . {1,586) (4,996)
Reclassification to other liabilities for derivatives terminated prior to maturity® (5,410) ° : - (5,410)
: (6,363) i o £1,560) (4,438)
i {16,2€4) 10,535 : {13,606 15,731
Comprehensive Income for the Period s 2183008 32115 64,319 3 62,930

) Net of income tax benefit of $5,679 and $1,965 for the three and six months ended Apri! 30, 2010, respectively (2009 - tax expense of $9,027 and $12,780).
@ Net of income tax benefit of $1,074 and $3,155 for the three and six months ended April 30, 2010, respectively (2009 - $1,950 and $4,343).

G)  Net of income tax expense of $4 and $7 for the three and six months ended Apri! 30, 2010, respectively (2009 ~ $348 and $2,497).

@) Net of income tax benefit of $207 and $664 for the three and six months ended April 30, 2010, respectively (2009 - $1,409 and $2,090).

) Net of income tax benefit of nil for the three and six months ended April 30, 2010 {2009 ~ $2,264 and $2,264).

The accompanying notes are an integral art of the interim consolidated financia! statemants.
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Consolidated Statements of Cash Ibw

For the three months ended For the six months ended
(unaud:ted) April 30 ~April 30 - April- 30
(% thousands) 2009 12030 2009
Cash Flows from Operating Act:vutles i s
Net income 21,580 47,199
Adjustments to determine net cash flows:
Provision for credit losses 3,369 6,738
Depreciation and.amortization 2,159 4,285
Amortization of fair value of employee stock options 4,581
Future income taxes, net (4,312)
Gain onsale of securities, net - (14,723)
Accrued interest receivable and payable, net 15,061
Current income taxes payable, net ! (2,047)
Other items, net 7,528

Cash 'Flows from F*inancing Activities
Deposits, net

Common shares issued, - " (Note 9)

Issuance costs on share capital

Warrants purchased under normal course issuer bid . (Note 9) -

Dividends LY - . . ) . (9,442)

Long-term debt repald (Note 16} To- {270, 630)

Securities sold under repurchase agreements, net - (300,242) .

Debentures redeemed - = '(60,000) L=

Preferred units issuéd 209,750 R 209,750

386 252 5 1.(81,818) 656,709

Cash Flows from Investing Activities i g f

Interest bearing, c{l eposits with regulated financial In<t1tut|ons, net ... oo 76 253 : (121 028) ; 76 375 (81,828)

Securities, purchiaséd. > . . : (648,359) . (776,638) (2,029,349) (1,516,274)

Securities, sale proceeds ; 964,332 361,682 12,274,063 1989,576

Securities, matured gl 24,252 i :263,191“ . 131,578

‘ Securities purchased under resale agreements, net 98,468 .. -160,468

* Loans, net v) - (51,434) (424,187)
S Land, buildings and equ)prnent . . e - ) (1,010) . (2,115)

‘Buginess acquisition : /¢ ____(Note 16) = . (6,481)

- (465,708) (749,263)

Change in Cash and Cash Equivalents (38,313) (28 244)

Cash and Cash Equivalents at Beginning of Period
Cash and Cash Eguwalents at End of Period * -

* Represented.by: - -

Cash and non-interest bearmg aeposlts with fnancsal 145739 7 %

Cheques and othier‘items [n-transit (included. in Cast'Resour RS TAN

Cheques and other ftems in 1 jtéms in transit (included.in Oth L|ab|1' 3 (44;039)‘ ] : (44 039)
Cash and Cash Equivalents at End of Period (29,300} - i (1§,589) $.(29,300)

Supplemental DRisclosure, of Cash Flow Informatmrrl ot

38,394  §

Amount of interest fééld in-the period: - g : 132,961
Amount of Ihto‘mé taxes Qa id in the period G 40,948 24,968
ri. T

The accompanymg ‘notes are an mtegra! part of Ehe l“nt‘eﬂm cons&hdated F r\anctal statements
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Notes to Iaterim Consolidated Financial’”

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

i. Summary of Significant Accounting Policies

Basis of Presentation

These unaudited interim consoiidated financial statéménts have been prepared in accordance with Canadiant generally
accepted accounting principles (GAAP), including the accounting requirements of the Office 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, 2009. Under Canadian GAAP, additionai disclosures are required in annual tinancial
statements and accordingly, these unaudited interim consoiidated financial statemerits should be read in conjunction with
the audited consolidated financial’ statements for the vear ended Octobe. 31, 2009 as set out on pages 66 to 100 of the
Bank’s 2009 Annual Report.

2. Insurance Revenues, Net

Insurance revenues, riet, as reported in other income on the consohoated tatement of income is presented riet of net
claims und adjustment expenses and policy acqu.smon co:

For thf= three rwanc*nc ended For the six months ended
pvax 30 ... January 3t April 30 - April 30 April 30
2010 . ) 2010 2009 o Y2010 2009
Net earned premiums 26,627 $ 27,331 §% 24,880 ¢ 53,958 $ 50,095
Commissions and processing fees 546 618 760 i 1,164 : 1,414
Net claims and adjustment expenses ‘ 15,784, {16,990) (16,126) -+ 1:(32,774} (34,777)
* Policy acquisition costs ; L MR 5,868) (5,289) (5,31€; (11,157) - (10,422)
Totai, net - L O 5B249. ¢ .- 567§ 4,198 $ 11,191 $ 6,310
3. Securities Coen
Net unrealized gains (losses) reflected on the balance sheet follow: K R
As at As at
January 31 October 31
2010 2009
Interest bearing deposits with regulated financial institutions - $ 6,689 $ 7,390
Securities issued or guarantead by . J
Canada . 901 1,594
A province or municipality - 1,250 - 2,547
Other debt securities 7,231 : 6,898
Equity securities o
Preferred shares 13,009 5,810
Common shares 647 558
Unrealized gain, net . ~$, B ; 7,646 J 29 747 $ 24 797

The securities portfoho is prirriarily comprised of high quahty ‘débt i mscmmems[ preferreu Sheres aﬁd comirnon shares that are
not held for trading purposes and, where applicable, are typically held until maturity. Fluctuations in vziua are generaily
attributed to changes in market credit spreads, interest rates and shifts in the interest rate curve. Unrealized losses are
considered to be other than permanent in nature.

4. Loans

The composition of the Bank’s ioan portfolio by geographic region and industry ae*tor ;oilow

January 31 October 31

: i -.2010 2009
' British < Composition Composition
($ millions) Columbig.: = = &ibe ._‘Percentage Percentage
Loans to Individuals i e
Rasicential mortgages®  $- - 25 % 25 %
Other loans c 2 2
27 27
Loune to Businaessas .
Comimercial 38 . - 27
Censirucdon amd L :
real estata® 32 31
Equipment financing. 2 13
Energy . 2
S iF ; ] : 73
Total Leans™ $- = i 100 % 100 % 100 %
Zomposition Percentage « w0 o T i : . ;
April 30, 201C 34 % B i -
January 31, 2010 35% 1 S0% Z
Dmote“ 31,2509 R - 35 % v EQ Oy o i 3 % 7% 100 %

! This table does not Incilide an allecation for credit fosses of déferfed revenue'and| preriiums.
‘2’ Includes single- and multi-unit residential mortgages aind projact (interim) mortgaces on residentia’ property.
® Includes commercial term mortgages and project (interim) mortgages for non-residential property.

CWB Second Quarter 2010 o 24



Notes to Interim Consolidated Financial Statements

5. Securitization

As a result of the acquisition of National Leasing Group Inc. (National Leasing) on February 1, 201C (see Note. 1€), the
Bank participates in securitization activities. Securitization consists of the transfer of equipment financing loans to an
independent trust, which buys the loans and issues securities to investors. The Bank’s securitizations are accounted for
as a sale as the Bank surrenders control of the transferred assets and recenves consnderatton other than a beneficial
interest in the transferred assets.. ... .

[EREN

. When the Bank has an ent|t|ement to partl pate in' future cash‘flows, the retalned mterests, net of estimated servicing
costs, are classified by .the Bank as avallable ~for- sale, and are'included in ‘other assets. Whenh the Bank has received the
full proceeds in cash, a reserve, for est|mat‘ed credit ang prepayment iosses and a. reserve for future servicing costs, are
included in other liabilities. The retained inferests represent the maximum exposure to Iosses on the securitized assets.
On a quarterly basis, the carrying value of the retained interests in securitized assets is revidwed for impairment on their
fair value. Fair value is subject to credit, prepayment and interest rate risks. . B
Gains on the sale of loans and servicing revenues are reported in other.income - -securitization revenue. In determining
the gain, the carrying amount of the loans sold is allocated between. the assets sold and, the. retamed interests hased on
their relative fair value at the date of transfer. The Bank estimates fair value based on the present value of future
expected cash flows using management”s bést estimates of the key assumptions - credit losses, prepayment speeds and

) dlSCOUﬂt rates commensurate wrth the r:éks |nvolved hete was no sales activity related to securitization during the
period.. ';

*_ The loans are seld on a fuIIy serwced b@srs Accordmgly,,upon each securitization a. servncmg Ilablllty is recorded to

. recognize the potential reduction in c_ashuflows recelvable -as if an amount was paid by thé securitizor to a replacement
servicer. The estimated fees that would, oftherwise be payable to a replacement servicer form the basis of determination
of the fair value of the servicing liability that is charged against the gain at the time of recognition of the sale of
securitized assets.

Cash fiows received from securitization activities were @ follows: & 37 <. ©5 % fs

P

". Proceeds from new securitizations.
Cash flow recewed from retained .interests
Losses reimbursed to securitizor

The following table presents”information about off-balance sheet gross impaired loans and net write-offs for-securitized
gssets as at-April. 30, 2Q10:apd\are et included,in.Note 6.- Allowance for Credit Losses a‘nd Note 7 - Impalred and Past

Due Loanstig, o iy, ity e T Eed T anie g Ty L ;
N [ L ST L I E B SRR TL AT S A TR TT »5 i o "
: ,Gré‘ss .. Write-offs,
Impaired " Netof
; VLoa‘ns Recoveries‘ il
Type of Loan Eios o ;
Equipment financing securitization, .. ‘ . ; '$' J 276,244 5 1 597 $ 848

@ For the three and six months ended April 30 2010 TR R
R e |\
As.at Aprn 30 2010, keyugcqnomlc assumptions and the sensitivity of the current fair value (FV) of residual cash flows to
immediate 10 percent:and:20 percent adverse; .changes:inthose assumptions arg.as followsr _ o g

U i 7(_"',(‘

Fair value:6f retained interests LHEC
Cash flow received from retalned mterests
Annual prepayment rate - 5
Expected credit losses ',
'Re5|dual gish ﬂows dlscount rate -

E ,‘\\, rn
These sensitivities are hypothetlcal and she Us falr value based-on- a '1'0 o‘r 20 percent
variation in assumptions genera Iy‘ cannot be extrapolated because the relabonshlp of. the change in. aSsumptloh to the
change in_fajr value may not be linear. Also, in the-above table; the effect of & varlatlon in a partlcu|ar assumptlon on the
fair value of the retained interests is calculated wjthout changing any. other assumptlon In reahty,, changes Jn one factor
may result in changes in another, which-might magmfy or counteract thet sens1tw1tces

an
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6. Allowance for Credit Losses

The following table shows the changes in the ailowance for credit losses: .

_ For the three months ended i e

For the three months ended
January 31, 2010

Apni 30 2010 ’

j General o General
e Allowance Allowance
Specifi‘c o for Credit . 1 ‘ Specific for Credit
-~ Allowance ' ' Losses i - Total Allowance Losses Total
Balance at beginning of period $..13,531 ' $ 59,039- = ‘,*72 570 $ 14,306 % 61,153 § 75,459
Allowance acquired (Note 16) Vo 2,596 4,172 . - - -
" Provision for credit losses 010,693 (5,206) dpm 5,827 (2,114) 3,713
Write-~offs 0 A8,530). o=l (8.530) (6,605) - (6,605)
Recoveries i SQE U et R L =0 3 L - 3
Balance at end of period $ - .18,381 - $  ,,- 58,005 ¢ 76,386 § 13,531 ¢ 56,633 ¢ 72,570
For the three months ended
April 30, 2009
General
Allowance
Specific for Credit
Allowance Losses Total
Balance at beginning of period $ 13,554 $ 60,922 & .. 74,476
Provision for credit losses 3,276 93 3,369
Write-offs (2,759) - - (2,759)
Recoveries i3 QL 13
Balance at end of period ‘4 14,084 ¢ $ 75,099
For the sax montiis e d i For the six months ended
~ 2010 April 3¢, 2009
Generai ‘ General
Allcwance, e Aliowarnce
s;aecifnc o for Credit . - : Specific for Credit
: itiallowance Losses oo Total . Allowance Losses . - o Total
Balance at beginr.ing of period g T 54,306 0§ o1 A83 0§00 78,459 - ¢ 15,011 ¢ - €0,527 % 75,538
Allowance acquired (Note 16} S 2,B96 o AR08, 768 - : .- -
Provision for credit losses 16,8200 (7,320) L300 ¢ 6,250 488 6,738
Write-offs i 4A5,4238) T i {15,138) (7,223) - (7,223)
Recoveries b et g e e 94 46 - 46
Balance at 2nd of nenod . ¢ 18,381 8 58,005 $ 76,;&86, $ 14,084 $ 61,015 ¢ 75,099
7. Impaired and Past Due Loans .
Outstanding gross !oans and impaired leans, net of ailowances for credit losses, by loan type, are as. foilows:
Ag'at Apiil 30, 2090 As at January 31, 2010
. GrO8S. . . Gross Net
Gross ‘: Impalred Specuﬁ Gross,.  Impaired Specific  Impaired
. Amount - Amaung . Aiwwance Amount © - Aimount_Ailowafice. ' Leans
Consumer and personal $ 1,618,061°% . 19,746 $ 48,024°¢ 1,533,375 % 19,128 ¢ 1,115 $ 18,013
Rea) estate® i 1-,077,489 1 : 8,364 3,944,058 . . 75,143 3,220 75,923
- Equipment financing Y . - 4,284,031, . 18,233 2,954 15,279
Commercial 2,592,386 29,898 6,242 " 23,656
Total @ $ 9,354,750% - 145,402 % 13,531 - 132,871
" General aliowance® R R (55,039)
* Net irmnpaived loans after general allowance e $ 73,832
‘ As at October 31, 2009
’ Gross : ‘et
Gross [ impaired . Specific Impairad
0 Ameuat .. . Amount Allowance Loans
Consumer and personai $ 1,452,682 % 14,805¢% 1,207 § 13,598
Real estate(! 3,909,991 76,643 5,611 71,032
“Equipiment financing ' 21,412,344 i 26,408 ©  E;iG86 20,212
Cemerxial . 2.536,635.. 20,038 1,292 18,796
Tota! $.9311,652 ¢ 137,944 ¢ 14,306 123,638
General allowance® i T C{61,153)
ANet impaired loans aﬁ:_.general allowance 62,485

&) Multi-farcity rasidentiaj mortgages are incudad n.rea! e's':eto 'aans

G S R

@ Greas impalred loans Includes foreclosed assats with 2 carrymg value of $665 (Januarv 31 2010 $ml and October 31, 2009 $ml) whsch a'e held mr sale
® The general aIIOWance for credl* rlsk is’ hot ahocated by'ican type ) -
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7. Impaired and Past Due Loans ~ continued ‘ e

5

Outstanding impaired loans, net of allowance for credit losses;, by‘provincial location of security, are as folléws:

‘As at Aprll 30, 2010 As at January 31, 2010

- Gross Net
Impaired Specific  Impaired
Amount Allowance Loans

Alberta : °$ 98,544 3 80,478% 4,854 75624
British Columbia 29,881 33,623 2,058 31,565
Saskatchewan . : 1,570 . 645 925
Manitgl))a L 68;, 29 655
Other' o TEA T 30,047 5,945 24,102
Total : piex o ©148,848 ¢ 146402¢ 13531 . 132,871
General allowance® - - (58,005) (59,039)

Net |mpa|red loans after general allowarice ,’v-:‘_ff ' $ 90,843 - $ 73,832

As at October 31, 2009

Gross Net

Impaired  Specific  Impaired

NS Amount _Allowance Loans

Alberta ) $ 74847¢ 7,651 $ 67,19
British Columbia * ' . 37,655 5,000 32,655
Saskatchewan = * ' . B . , 1,632 609 1,023
Manitoba < 7 H : v ~337 23 314
OtherV ., - ... 23,473 1,023 22,450
. Total ‘ : $ 137,944 % 14,306 123,638
General allowance® . (61,153)
Net impaired loans after general allowance ) j - C - $ 62,485

) Included in Other is a corporate loan with security that is not identifiable to a specific province.

@ The general allowanoe for credit risk is not allocated by provmce , .
ST B EPTT ST U

During the three and six months ended April 30; 201b 1ntérest~recogmzed as income on impaired loans totaled $950 and $1,604,
respectlvely (2009 $726 and $932).

iy,

Gross, |mpa1red Ioans exclude certainpast due loans -where paymemz,of interest or principal is contractually in arrears,

*which are not classified as imparredf:' De_tallé of s'uoh,past due Ioans‘that have not been included in the gross impaired
» amount are as follows:

el

PR

e Total
$ +11,978
i 37,604
- 456. % 49,582
$
$

90 days‘vr
- 456

Residential mortgages
Other loans

743,552 § 5,090 %

Total as at JakUAR 3Lr 201l - v ol v zueenl b W gt wiog ¢ 20,367 ¢ 1 Y3313 ¢ 1,165 54,973
Total asat October31 2009 27,533 $ 29,272 $ 4,694 $ - 61,499
N G ER Tl AT

For the three and six months endedaApnl 30, .2010 a net unreahzed after fax gain of $1O and $17 respectlvely (2009 -
N '968) was ‘recbrdeﬂ fn other c‘omprehenéwe -mcon'ié for - changes in fair value of the effective portlon of
cash fjomh‘ec’lges,anq $mr(29 9.7 $nil) Was rec

'|tems) affect 1ncqme For the three and six months ended Aprl| 30 2010 ‘a net galn after tax of $518 and $1,586
respectively (2009 $3 485-and $4,996) was reclassified to net income. A net gain of $31 (2009 - $4,155) after tax
vrecorded in accumulated;ether comprehensive income as at April 30, 2010 is expected to be reclassified to net income in

oyl

-»the next tWeWemonths d'w:ll offset variable.cash-flows from floating rate loans... .. ... . . _ .

'« The. Bank desrgnates certam derlvatlve financial instruments as either a hedge of the fair value of res:ogmzed, assets or
; liabilities or ‘firm comriitments (fair value hedges),.or.a. hedge of highly . probable future cash flows attributable to a
‘\\recoghlzed {asset or Ilablllty or-a- forecasted transaction-{cash--flow--hedges). -On an. ongoing basns, ;he Bank~ assesses
whether-thederivatives that are used in"hedging transactions-are ‘effective in offsetting;changes; in fair \{ajues ‘or cash
flows of the hedged items. If @ hedging transaction becomes inéffective or’if the derivative is not designated as™a cash
flow hedge, any subsequent change |n the fair value of the hedging'instrument is recognizéd:in earnings:’ “Prior to
February 1, 2010, all interest rate Swaps were desighated as cash flaw hedges, “Sthgequent to Febrbiary 1, 2010 with the

acquisition of National Leasing (see Note 16), the Bank also has interest rate swaps not desngnated as hedges
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8. Derivative Financial Instruments ~ continued

The following table shows the notional value outstanding for derivative financial instruments and the related fair value:

As at April 30, 2010 As at January 31, 2010
Notional - Positive .. Negative Notional Positive Negative
: Amount Fair Value - Fair Value Amount Fair Value Fair Value
Interest rate swaps designated as cash L Bt o .
flow hedges $ 25,000 -$ 39 % “ $ 145,000 $ 748 % -
Interest rate swaps not designated as i SRR ‘ :
hedges® 060,900 e T - .687 - - -
Equity contracts®® Wi iS00 e s B i iR 2,000 - 12
Foreign exchange contracts® S 40,004 o G4 5,463 . 52. 52
Embedded derlvatlves in equity- hnked SR e o
deposits®) R e e : -4 r/a 2 . -
Other forecasted transactions ' - s GEm e e - - -
Derivative ralated amounts s A R TR S S$ e 745 § 802 ¢ 64

As at October 31, 2009

Notional Positive Negative
Amount Fair Value Fair Value
Interest rate swaps designated as cash :
flow hedges $ 235000 s 2,265 $ -
Interest rate swaps not de5|gnated as )
hedges - B s e - - -
Equity contracts - : 2,000 - 33
Foreign exchange contracts 2,496 44 41
Embedded derivatives in equity-linked
deposits ) o n/a 25 -
Other forecasted transactions - L i . ) - - -
Derivative related amounts: o0 s e Lo i £ $ 2,334 ¢ - 74

M Interest rate swaps designated as cash flow hedges outstanding at April 30, 2010 mature between May and June 2010.
@ Interest rate swaps not designated as hedges outstanding at April 30, 2010 mature between August 2010 and Ap#il 2014.

) Equity contract and equity-linked deposits outstaniding at April 30, 2010 mature March 2011,

@ Foreigh exchange centracts outstanding at April 30, 2010 mature between May 2010 and January 2011,

n/a ~ not applicable.

There were nc forecasted tran’sa(:t;i‘bns that failed tb occur during the three and six months ended Aprii 30, 2010.

9. Capita! Stock S ' e

Share Capital RIS '
For th2 six months ended
: Agril 30, 2009
Number of
Shares . - : Amount

Preferred Shares - Series 3
Outstanding at ceginning of pericd

RIS DR S -
ssuad during the period B ot L ; Cael .- 8,390,000 .209,750

69,750

Cutstanding at end of perigd® : Ly = . 8,390,000 .209,750
Common Shares . : : . ; : . el -
Outstanding at beginning of :)enod T 221,914
Issued on acquisition . (Noteley -
Issued under dividend reinvestment plan® ' ' A -
Issued on exercise or exchange of options . . o L . 393
issued on exercise of wairants R L LR -
Transferred frorn contributed surpius on exemse or nx\.hﬂnge ubons 5 it 755
Outstanding at end of penod L . . : i v 011,223,062
Share Capltai i s g $ . 2432,812

™ Holders of the Preferred Shares - Series 3 are entitled to receive non-cumulative ql‘Jart‘e}Iy fixed dividends for the initial ﬁ\\/e-year period ending
April 30, 2014 of 7.25% per annum; payable quarterly, as and when declared. For further information on dividend rates after April 30, 2014,
refer to Note 18 of the audited consolidatad financial statemients for the year ended October 31, 2009 (see page 85 of the 200¢ Annual
Report).

@ buring the quarter, shares were issuad at a 2% discount from the average ciosing price of the five trading days preceding the dividend
payment date.
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9. Capital Stock - continued

Warrants to Purchase Common Shares o LR SRR
For the six months ended
£ April 30 April 30
Number of Warrants o ; 2010 2009
Qutstanding at beginning of perlod EERA AN T P . : 14,964,356 -
Issued o R S - 14,964,980
Purchased and cancelled . - B . ce (72,928) -
Exercised Lot (7,868) -
Outstanding at end of period Vi - C 14,883,560 14,964,980
Normal Course Issuer Bid P

On January 18, 2010, the Bank received approval from the Toronto Stock Exchange to institute a Normal Course Issuer
. Bid (NCIB) to purchase and cancel up to 748,058 of its warrants. The NCIB commenced January 20, 2010 and will
_expire January 19, 2011, For the three and six months ended April 30, 2010 the Bank purchased and cancelled 68,428
and 72,928 warrants at an aggregate cost of $665 and $698 respectlvely, which was charged to retained earnings.

'10. Stock-Based Compensatlon

Stock Optlons .
For the three months ended
: Aprll 30, 2010 April 30, 2009
Wenghted fJ _Weighted
i Average
Number of Exercise
Options Price
Options . . B
Balance at begmnlng of period - - - 6,173,917 % -19.41
Granted 16,500 ) 8.58
Exercised or exchanged e e (445,000) ) 10.06
Forfeited Lo Ll 301,162) ) 27.12
Balance at end of period . ) ' 4,444,255 ¢ 18.05
For the sxx months ended
Aprit 30, 2009
4 ' S I e eyt -
o Weighted
Number of Average
Options s Exercise Price
Options
Balance at begmning of penod g 5,204,882 $; .. ;. 20.83
_ Granted . i R 358,291 1,006,535 11.71
Exercised or exchanged T S R T ) (453,300) (466,000) 10.06
Forfeited ° ! 8. (1,301,162) 27.12
- +Balance at end oﬁ perxod L o 19 \31 :" 4 444, 255 $ 18.05

The terms of the share ingéntive plan allow:thesholders of vested options a cashless settlement altematlve 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)‘eléct to reckive ¥he. numBer?of ‘ShAres.. equivalent_to the excess of the market value of the shares under
aption over the exercise pnce Of the 453,300 opt|ons (2009 - 466,000) exercised or exchanged: in the six:months
ended April 30, 2010, opilg,n( holders excﬁénged‘ he rights to, 304,300 options (2009"+"432;000)" and recerved 113,801
shares (2009 97 ,378) ln casfiless settlemient alternative. =

For the s;x months ended °Ap|"l| 30, 2@1.0 \salary expense of $2,463 (2009 - $4 581) ‘was recogmzed re,ratmg to the

o estumated faur value of cptroms The fair value of options-granted..was-estimated. using. q bmomla| op‘tlon,«pr;ung model
o ] srisk-free interest rate of 2.6% (2009 - 2,1%),. (ii) expected -option life
« .iof 4.0 years (2009 - 4.Q%eafs), (i) expected volatility of 44% (2009 = _35%), and’ (lv) expected _dividends of 2.0%
'(2009 4 O%) The wetghted average falr value of opt ns gran d
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10. Stock-Based Compensation - continued

Further details relating to stock options outstanding and exercisable 3t April 30, 2010 foliow:

Opti ions Outstanding i . <. QOptions Exercisable
Weighted S S

e . Average &0 Weighted - ) : - Weighted

I _Remaining: .. . “Average. .- R Average

Number. of “Contractual Exercise : Number of " Exercise

Range of Exercise Prices - Options: - Life. (years) G “Price - Qptions _Price
$ 8.58to0 $13.78 1,002,135 o 3508 000 11,79 . 740,400 $.0 13.78
$16.38 to $17.58 17950,500 L2dn Con 16967000 510,7000 16.48
$19.16 to $21.46 1,045,490 LT 2145 . 735,700 21.45
$22.09 to $26.38 - 1,026,316 B CL24.40°0 0 0 294, 200 24,95
$28.11 tc $31.18 - : L »r218‘780 . 2.6 3113 ) -
Total ‘ . S 4.243,691 - 2.6 So193r o ~1 581 000 $o0 20,30

‘Restricted Share Units

Under the Restricted Share Unit (RSU) plan, cartain employees are eiigibie to receive an award in the form of RSUs.
Each RSU entitles the holder to receive the cash equivalent of the market value of the Bank’s common sharss at the
vesting date and an amount equivalent to the dividends paid or: the common shares during the vesting period. RSUs
. vest on each anniversary of the grant in equal one-third installments over a vesting period of three years. Salary
expense is recognized evenly over the vesting period, ‘except where the employee is eligible to rétire prior to the vesting
date, in which case the expense is recognized between the grant date and the date the employee is eiigible to retire.

For the six months ended April 30, 2010 salary expense of $1,570 was recognized related to RSUs (2009 - nil). As at
April 30, 2010, the liability for the RSUs: held.under this pian was $5,655 (2009 - nil). At the end of each period, the
liability and salary expense are adjusted to-veflect changes inthe markat value of the Bank's common shares. As at
April 30, 2010, 292,448 RSUs were outstanding (2009 - nil). ' :

Deferred Share Units

During the quarter, the Bank adopied a nlan to grant Deferred Share Units{(iDSUs) by linking a portion 'of annual director
compensation to the future value of the Bank’s common shares. Under this pian, directors will receive at least 50% of
their annual retainer in DEUs. The D$Us are not redeemable by the directer until termination or retirement and riust be
redeemed for cash. Common share dividend equivalents accrue to the dlrectors in the form of additional L!"it‘“ As at
April 30, 2010, 23,838 DSUs were outstanding (2009 - nil). )

The expense related to the DSUs is recorded in the period the award is earned by the director., For the three and six months
ended Aprii 30, 2010, non-interest expense “other expenses” included $40 reiated to DSUs (2009 - nil). :As at Aprii 30, 2010,
the liability for DSUs was $572 (2009 - nil). At the end of each peri od th jiability and expense are adjusted to reflect changes
in the market value of the Bank’s common shares. ,v -

11. Contmgent Llabulutles and Cornmltments

Significant contingent liabilities and nomm|tments, mcludmg guarantees provnded to th|rd partles, are discussed in Note
20 of the Bank’s audited consolidated financia: statements:for;the yea- ended Oztobor 31, 2009 (see page 88 of the
2009 Annual Report) and include:

Lo Asat As at As at
Apr.l 30 January 31 October 31
2010 2010 2009

Guarantees and standby letters of credit : ;
Balance outstanding $ 214,144‘ . $ 187,786 $ 196,380

Business credit cards :

Total approved limit E '12,‘660‘ 11,025 10,496
Balance outstanding L kraaes 2,794 2,566

In the ordinary course of business, the Bank and its subsidiaries are party to iegal proceedings. Based on current
knowledge, management does not expect the outcome of any of these proceedings to have a material effect on the
consolidated financia! position or results of operations.
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12.Financial Instruments

As a financial institution, most of the Bank’s balance sheet is comprised of financial instruments and the majority of net
lncome results from gains, losses, income and expenses related to the same.

) -.' 'HY : /‘bt‘ ‘
Financial instrument assets lnclude cash resotrces, securltles securities purchased under resale agreements, loans and
derivative financial mstruments Financial instrument liabilities include deposits, securities sold under repurchase
agreements, derivative fmanc1a| mstruments and subordmated debentures

The use of financial mstrumentzs exposes- the‘\'Bank ‘to credlt liquidity and market risk. A d|scussmn of how these and
other risks are managed can be found in the 2009 consolldated annual financial statements.

The value of financial assets recorded on the consolidated ba|ance sheets at April 30, 2010 at fair value (cash, securities,
-securities purchased under resale agreements and derlvatlves) was determined using published market prices quoted in
“-active markets for 81% (2009 - 95%):of the portfolio and estimated using a valuation technique based on observable
market data for 19% (2009 - 5%) of the portfolio. The value of liabilities recorded on the consolidated balance sheet at
fair value (derivatives and securities sold under repurchase agreements) was determined using a vatuation technique
“based on observable market data. Therg. were no fmangal lnstruments that were measured usmg unobservable market

data.,

i Do ey daaeem g et Y g g G e

The table below sets’ out the fair \/alues"gf fi nanC|al lnstrumeﬁ;s {including certain derivatives) ‘using the valuatlon methods and
assum{mons outlmed in the 2009 consolldated annual ﬂnandarl statements The table does not include assets and liabilities that
are.no con5|dered f“ nancnal mstrume ts. i

L1y
ARSIESIPRTS

October 31, 2009

o ~ Fair Value
Pt ! i : Yo - . Over (Under)
i e J ! Book'Value .-+ Book Value Fair Value : Book Value
Assets e Fainl L L )
Cash resources $ 204,681 $ .. 204,681 % . : $ 297,104 $ 297,104 $ -
Securities & 1,:374,345; P B b 2 Y T LS R ) - 1,891,409 1,891,409 . -
Securities purchased under resale e e S e :
.t agreements - -, - N L= ) - ) -
. toans® . - . . 9,320,749 9,368,074 47,325
. .Qther assets<25 . 197,179 97,179 -
Denvatlve relati © 2,334 ‘2,334 oL -
LiaBilities' - A ST T v
Deposits 49,628,949 9,739,360 - .-110,411
Other liabilities® 265,295 265,295 -
‘Securities sold:uhdert - . s T P :
. ‘i'reépurchase-agreements . .. 300,242 . . 300,242 , -
Subordinated: depentures. 375,000 - 377,363 - 2,363
74 74 { -

Derivative related

M) |oans and deposits exclude deferred premiums and deferred revenue, which are not financial instruments.
@ Other assets exclude land, buildings and equipment, goodwill and other intangible assets, reinsurers’ share of unpaid claims and adjustment
expenses, future income tax asset, prepaid and deferred expenses, financing costs and other items that are. not financial instruments.
Other liabilities exclude future i mcome tax Ilablllty, deferred revenue, unearned insurance premiums and other items that are not financial
Cinstruments, cin Lo adl e TR R R A eyt P .
“For further information an intesest rates’ assoctated with finaricial assets-and liabilities, mcludlng derlvanve mstruments refer to Note 13

v

3

4]
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13.Interest Rate Sensitivity

.

The Bank’s expcsure 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 derivative financial instruments, is discussed in Note 28 of the audited
consolidated financia! statements for the year ended October 31, 2009 (see page 93 of the 2009 Annual Report) The
following table shows the gap posmon for selected time intervals.

Asset Liability Gap Positions

*Floating . : :
Rate and : N ad B Ham ha A Non-
Within 1. -t 11603 3 Months. £ Year to More- than .. Interest

{$ millions) Month "~ Months' " to 1 Year 5Years ~-5¥ears Sensitive Total
April 30,2010 B e e i ‘ TR Co :
Assets n BT
Cash resources and secunﬂes g B $: 1,579
Loans e (39) 10,114
Other assets . S 3§ AR b B §
Derlvative financial mstrumentsm TeEe N S - 11
Total . 5',05§ i 277 12,139
Liabilities and Equity : ran b e e : Cy
Deposits : © 4,090 (32) 10,185
Other liabilities - 351 ‘ 427
Debentures chesiind : 315
Sharehoiders’ equity s - : 1,077 1,077
Derivative finarcial instrn.:me-wts‘1 : - ; ; [ : - 135
Total $ 4093 $ 737 % 4 188 1,396 $°12,139
Interest Rate Sensitive Gap. $ 962 $ .. 18 . $ 3 15 3 {1,119} $ -
Cumulative Gap $ 962 $ 978 [ 1,119 $ - $ -
Cumuiative Gap as a L e D e R A

percentage cftotalassets. " 7.89% " 8.6% % 9.1 % ; - % ~ %
January 31, 2010 . L.k ‘ :
Cumulative gap $ . 693 $ 591 $ 265 $ 265  $ 1,048 $ 1,052 $ - $ -
Cumulative gap as a ) Lo .

Percentage of total assets - 59 % 5.0 % 2.2 % 2.2 % 8.2 % 8.9 % - % - %
October 31, 2009 :
Cumuiative gap =3 486 $ 275 $ 208 $ 208 $ 1,052 $ 1,673 $ - 5 -
Cumulative gap as a : ; :

percentage of total assets S - 4.1 % 23 % 1.8 % 1.8 % 8.9 % 9.0 % . - % - %

1) perivative finarcal instruments 2re included in this table at the notional émount.

@ Accrued interest is excluded in caiculating interest sensitive assets-and liabilities.

() porential prepayments of fixed rate loane and early redemption of redeemable fixed term deposhs have nct bean estitnated. Reuernpt'on of fizad term deposits
where depositors have this option are not expacted to be material. The majority of fixed rate loans, mortgages and leases are either ciosed or carry prepayment
penalties.

The offective, weighted average interest rates for_each class bﬁfinang, i assets and liabilities are shown below:

1Yearto . Morethan .

April 30, 2010 5 Years 5 Years - Total
‘Total assets 5.5 % 2.3'% 4.3 %
Total liabilities 3.2 : 5.8 2,0
Interest rate sensitive gap 2.3% o {EY - 23%
January 31, 2010 . -

Total assets ' T 38 % T 28% 3.9 % 3.7 % 50% - 5.0 % 4.2 %
Totai liabilities 0.7 F 1.9 Pt 2.9 1.4 2.4 G 57 2.2
Interest rate sensitive gap 3.1 % 0.9 % 1.0 % 23% . ... -16% ... \0.7)% 2.0 %
October 31, 2009 -

Total assets 3.8 % A Y% 3.8% 4.5 % 58 % 4.3 %
Tota! liabilities . 0.7 2.4 1.4 3.5 5.8 2.3
Interest rate sensmve qap 3.1 % U.‘Z % 2.4 % 1.3 % = Yo 2.0 %

Based on the current interest rate gap Dvsw on, it is estima Led th' { &
incréase net interest incoma by approximateiy 0, 4% Grigi, 152 (O sober 31, AUU:! -25 %_ $o,b74 decrease (e nef interest
income) and decrease other comprehensive income $J.?,066 {October 31, 2009 - 421, 355\_ het of tax, respéctively over the
following twelve months, A cne-percentage pomt decrease in ail interest rates weuld increase .net interast income by
approximataly 1:9% or. 5,364 (October 31, 2008 ~ 38% or $10,241) anc increase cther .romp"eher";h,s' income $12,066
(Dctober 31, 2005 - $21,355) net of tax. : ‘ .
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.

14. Segmented Information

The Bank operates principally in th ,ihq'ust’ry segméln'ts ’f banking and trust, and insurance. These two segments differ in
products and services .but are both’baSed* within Wé(sfgi‘n Canada. The banking and -trust segment provides
comprehensive banking servicés, including equipmerit loans’ ahd leases from National Leasing, as well as trust and
wealth management services for individuals, businessés'ahd ‘institutional clients. The insurance 'segment’ provides home
and auto insurance to individuals in British Columbia and Alberta.

Vs

Insurance

Banking and Trust
Three months ended Three months ended
E January 31 Aprit 30 .. = -April.30: January 31 April 30
S : L . ¥ 2010 e 2009 - 2010 2010 . .., 2009
Net interest income (teb)® 72,619 ¢ 51,399 ¢ - 1,696 $ 1,687 :'$ .+ 1,413
. Less teb adjustment ) 2,379 1,528 214 184 bk 147
Net interest income per financial statements - . 70,240 ..49,871 1,503 . 1,266
Other income®® 20,616 18,125 5,750 '
Total revenues -.90,856 . 67,996 1 74253
Provisicn for credit losses . Ar3,713 D 3,369 = S
. Non-interest expenses 37,627 37,381 831 42,621
Provision for income taxés . 37 292,750 37,785 141 1,287
Non-controlling interest in subsidiary q- R v e 76 - 56 e - ! -
Net income 34,485 $ 36,690 $ 19,405 03,399 ¢ $ 3,345 $. 2,175
Total average.assets ($.millions)® =t 111,688 $ 11,317 ¢ s11,024  $ 2104 $.o - 214 $. 192
AT . . - L LEA S e X s
- . = b ¢ e’ Total ;
-— - - I ... .: Three months ended "
N - Aprit30 | January 31

_ - - 2010 2009
Net interest income (teb)® 74,306 ;-$ ....52,812
Less teb adjustment - " ° R O A 2,563 .. : --11,675
Net interest income per financial staterments 71,743 51,137
Other income - - - > 26,366 “iEE 22 570
Total revenues 98,109 . . 73,707
Provision for credit losses. : & s 3,713 UL 73,369
Non-interest expenses 40,248, 7. 39,99
Provision for incame taxes A o S 14,037, 8,708
Non-controlling interest in subsidiary 76 56
Net income N 46,035 ‘% 21,580
. Total average assets ($millions)® _ i S ' 11,531 $ 7 11,216
Caa Ny spods e gy Lenal g, shdd i ' 1 RN .
) o Insurance Total
wolae rouy. e ratiie Six montfisénded - 3 i Six months ended
April 30 April 30 April 30 April 30
. [ ; 2009 <2010 2009
Net interest income (teb)™}, : Ied 2,908 $ 154,438 $ 107,408
Less teb adjustment oY ! 1.0Y 295 5,225 3,261
4 Net'nterest income*per financial staternents 2,613 149,213 - 104,147
< Otherincome - - ccom Y e O _. 6,578 : 57,206 44,921
- Total revenues- o 9,191 . 206;419 = 149,068
Provision for credit losses -3 9,200 - 6,738
Nori-ifiterest expenses. 5,108 - . 90;208 ' 76,399
. Provisiop for income taxes ' 1,111+ 28,975 . , 18,609
Non-controlling interest in subsidiary” . <~ ST CooemThe e gy L T 123
Net income 44,227 144 - 2,972 $ 77,919 ‘47,199
- Total average assets ($-millions)® - 10,867 .. 212 $ 190 $- 11,714:%% 11,057

Y

3

o s

on sale of securities.

3 Assets are disclosed on an average daily balance basis as this measure is most relevant to a financial insf

management.
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¢ :_'“)'T.axable Equivalent Basis (teb) =;Most financial institutionsanalyzg revenue on a'taxable equivalent-basis-to permit uniform’measurement and

" comparison of net interest Tncomie. Net interest income (as presented-in the consolidated statement of income) includés ‘tax-eéxempt income on
- taxable, the, rate of joterest.or dividends regeived js significantly, lower, than would apply to.a loan or
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15. Capital Management . -

Capital for Canadian financial institutions is managed and reported in accordance with a capital management framework
specified by OSFI commaoniy cailed Basei II.

Capital funds are managed in accordance with policies and pians that are reguiarly reviewed and approved by the Board
of Directors and take Into account forecasted capital needs and markets. The goal is to maintain adequate regulatory
capital to be considered well capitalized, protect customer deposits and provide capacity for internally generated growth
and strategic opportunities that do not otherwise require accessing the public capital markets, .all while providing a
satisfactory return for shareholders.

Additional information about the Bank’s capital management practices is provided in Note 31 to the 2009 audited
financial statements beginning on page 97 of the 2009 Annual Report: .

Capital Structurz and Reguiatory Ratios

oAsat] As at As at
Bprit30. . January 31 October 31
2010 2010 2009
Capital ‘ ' s T e
Tier 1 ’ ’ $1,128,608 - $ 1,094,841 $° 1,063,287
Total ‘ ' - B _ 1 4,434081 - - 1,420,842 1,443,790
Capital ratios e el
Tier 1 11,4 % 11.6 % 11.3 %
Total 1450 15.1 15.4
8.4 % 8.2 x 8.1 x

Assets to capital multiple

During the three and six months ended April 30, 2010, the Bank complied with all internal and external capitai requirements.

16. Business Acquisition

On February 1, 2010, the Bank acquired 100% of the outstanding common shares of National Leasing in exchange for $52,826
in cash, 2,065,088 commen shares of the Bank ($42,582) and contingenit consideration for a total acquisition cost ¢f $126,512.
Both the Bank and the vendors have the option to trigger the payment of the contingent consideration no eartier than
November 1, 2012. A portion of the contingent consideration is rict yet determinable and wili be recognized as an adjustment
te goodwill in the period in which the contingency is resolved.

National Leasing is a commercial equipment leasing company for small to mid-size transactions. National Leasing is
headquartered in Winnipeg, Manitoba, and has over 58,000 lease agreemenis with a collective book value of approximately
$658,000, including securitized leases which comprise approximately ong half of the portfolio.

Details of the fair values of assats and liabilities acquired are as foliows:

Assets and Liabilities Acquired at Fair Values
Loans

Intangible assets

Goodwill

Long-term debt

Future income tax liabilities

Other items, net

Net assets acquired

Intangible assets include customer relationships, computer software, non-competition agreements, lease admiinistration
contracts and trademarks. The trademark, which has an estimated value of $1,61G, is not subject to amoitization. Naticnal
Leasing’s financial results, the goodwill and other intangible assets related to the acquisition are included in the banking and
trust segment. The total amount of goodwill and intangibiz assets are not deductible for income tax purposes. The long-term
debt was repaid immediatzly after the acquisiticn.

CWB Second Quarter 2010 34



: Notes to Interim Consolidated IA‘:inanciaI Statements

17 Assets Under Admmlstratlon and Management

Assets under admmlstratlon of $8 223 274 (October 31 2009 - $5 467 ,447) and. assets under management of $779,721
(October 31, 2009 - $878,095) represent the fair value of trust assets held for personal, corporate and institutional clients and
leases under adrnlnlstratlc.m1 The assets, are. kept separate from the Bank’s own assets. Assets under admlnustratlon and
management are not reflected in the consolldated balance sheets nd relate to. the bankmg and trust segment

- ' ot Py e

18 Future Accountlng Changes RIFRE

International FlnanCIal Reportlng Standards

The CICA will transmon Canadian GAAP for pubhcly accountable entmes to Internatlonal Fmanmal Reportmg Standards (IFRS).
The Bank’s consolidated financial statements will be prepared in accordance W|th IFRS for the fiscal year commencing
November 1, 2011 and will mclude comparative information for the prior year. ERTRE Heee v ow p

Du'rlng 2008, the Bank commenced a four stage project to identify and evaluate the impact of the transition to IFRS on the
consolidated financial statemerits and develop-a plan to complete the transition. The project plan.includes the following phases
- diagnostic, design and planning, ;solution development, and implementation. The diagnostic and the design and planning
phases are complete, and the solutlon development phase is expected to be completed by the end of fiscal 2010.

The impact: of the transition to IFRS on the Bank’s consolidated financial statements for current standards is not yet
determinable:’” CWB continues to monitor the International Accounting Standards Board’s proposed changes to standards

* during Canada’s transition to"IFRS... These proposed. changes may have a significant impact on the Bank’s implementation plan
and future financial statements.
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Shareholder Information

Head Office
Canadian Western Bank & Trust

Suite 3000, Canadian Western Bank Place

10303 Jasper Avenue

Edmonton, AB T5] 3X6
Telephone: (780) 423-8888

Fax: (780) 423-8897

Website: www.cwbankgroup.com

Subsidiary Offices
Canadian Western Trust Company
Suite 600, 750 Cambie Street
Vancouver, BC V6B 0A2
Toll-free: 1-800-663-1124

Fax: (604) 669-6069

Website: www.cwt.ca

Canadian Direct Insurance Incorporated
Suite 600, 750 Cambie Street
Vancouver, BC V6B 0A2

Telephone: (604) 699-3678

Fax: (604) 699-3851

Website: www.canadiandirect.com

Valiant Trust Company

Suite 310, 606 - 4™ Street S.W.
Calgary, AB T2P 1T1

Toll-free: 1-866-313-1872

Fax: (403) 233-2857

Website: www.valianttrust.com

Adroit Investment Management Ltd.

Suite 1250, Canadian Western Bank Place

10303 Jasper Avenue

Edmonton, AB T5] 3N6

Telephone: (780) 429-3500

Fax: (780) 429-9680

Website: www.adroitinvestments.ca

National Leasing Group Inc.

1525 Buffalo Place

Winnipeg, MB R3T 119

Toll-free: 1-800-665-1326
Toll-free fax: 1-866-408-0729
Website: www.nationalleasing.com

Stock Exchange Listings
The Toronto Stock Exchange
Common Shares: CWB
Series 3 Preferred Shares: CWB.PR.A

Common Share Purchase Warrants: CWB.WT
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Transfer Agent and Registrar
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
E-mail: inquiries@valianttrust.com

Eligible Dividends Designation

CWB designates all dividends for both common and preferred
shares paid to Canadian residents as “eligible dividends”,

as defined in the Income Tax Act (Canada), unless otherwise
noted.

Dividend Reinvestment Plan

CWB'’s dividend reinvestment plan allows common and
preferred shareholders to purchase additional common shares
by reinvesting their cash dividend without incurring
brokerage and commission fees. For information about
participation in the plan, please contact the Transfer Agent
and Registrar or visit www.cwbankgroup.com.

Investor Relations

For further financial information contact:
Kirby Hill, CFA

Director, Investor & Public Relations
Canadian Western Bank

Telephone: (780) 441-3770

Toll-free: 1-800-836-1886

Fax: (780) 969-8326

E-mail: InvestorRelations@cwbank.com

Online Investor Information

Additional investor information including supplemental
financial information and corporate presentations are

Available on CWB’s website at www.cwbankgroup.com.

Quarterly Conference Call and Webcast
CWB's quarterly conference call and live audio webcast
will take place on June 3, 2010 at 3:00 p.m. ET.

The webcast will be archived on the Bank’s website at
www.cwbankgroup.com for sixty days. A replay of the
conference call will be available until June 17, 2010

by dialing (416) 849-0833 or toll-free (800) 642-1687 and
entering passcode 71761482,
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