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Business Description 
The Toronto-Dominion Bank Group (TSX: TD) is a Canadian financial 
services provider assisting clients around the world. Headquartered in 
Toronto, Ontario, TD offers services in private and commercial banking, 
asset management, insurance, and global capital markets. TD’s operating 
segments include Canadian Retail Banking, U.S. Retail Banking, 
Corporate Banking, and Wholesale Banking. 

Investment Thesis  
TD exhibits a competitive advantage through its excellent customer service 
and superior mobile applications. The company is consistently ranked 
highest in customer satisfaction, as reported in the J.D. Power and 
Associates Canadian Retail Banking Customer Satisfaction Studies. The 
U.S. segment is now the largest contributor to TD’s earnings. We have 
elected to add to our position in TD, given the rising interest rate 
environment expected in the United States, and the solid growth prospects 
of TD’s U.S. business operations. The U.S. retail segment posted earnings 
growth of 13% over the past quarter, and revenue growth of 7%. This was 
boosted by an increased revenue contribution from TD Ameritrade of USD 
$97M, up 23% over the quarter. The balance sheet has also seen 
improvement, with TD’s CET1 ratio now at 10.4%, up 0.3% over the 
quarter. Net interest income from U.S. loans grew at 13% over the year, 
compared with just 6% in domestic loan growth. TD’s continued focus on 
U.S. operations will allow the bank to outperform its Canadian competitors.  

Corporate Governance 
CEO Bharat Masrani, through previously leading several of TD’s core 
businesses including commercial banking, U.S. retail banking, and 
wholesale banking, has proven that he is well-qualified for his current role. 
Previously, Masrani had also served as Chief Risk Officer where he played 
a key role in the divestment of the bank’s exposure to mortgage backed 
securities shortly before the 2008 crisis. He also played an important role 
in TD’s expansion into the U.S. and will continue to do so in the years to 
come. 

Valuation 
The valuation of TD was based on a blended dividend discount model and 
relative valuation which yielded a target price of $67.50 per share, resulting 
in an implied return of 20%. The relative valuation is based upon a peer 
group median P/E ratio of 11.41x and a P/BV ratio of 1.64x.  

Risks 
Geopolitical risk in the U.S. has grown higher as the election process nears 
conclusion. Significant changes to regulations and trade agreements 
amongst North American nations could materially impact TD’s business 
operations and growth prospects going forward. 
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Return on Investment

Current Share Price $58.24

Target Price $67.50

Dividend Yield 3.78%

Holding Period Return 20%

Market Profile

52 Week Range $48.52 - $59.10

Shares Outstanding (000's)

Average Daily Vol (000's) 4,899

Market Capitalization ($mm)

Net Debt ($mm) ($46,040)

Enterprise Value ($mm) $62,048

Estimates 2016E 2017E 2018E

Revenue ($mm) $33,683 $35,030 $36,781

Net Income ($mm) $9,001 $9,361 $9,829

EPS $4.85 $5.05 $5.30

Historical Trading Performance 

September 30, 2016

1,855,907

$108,088
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Exhibit I. Relative Valuation 

 

Current P/E

Price Forward 12M

TD 58.24 11.58x 1.60x

BMO 85.81 11.55x 1.46x

CM 102.32 10.33x 1.84x

NA 46.76 9.57x 1.61x

RY 81.40 11.60x 1.90x

BNS 70.47 11.41x 1.64x

MEDIAN 11.41x 1.64x

P/BVTicker


