~ NATIONAL BANK OF CANADA

CSFB WHOLESALE
BANKING CONFERENCE

Louis Vachon

Senior Vice-President — Treasury and
Financial Markets

Toronto, October 22 2003

e




Momentum —p»>

Liquidity

Source:

I NATIONAL BANK OF CANADA
Regimes, Risk Factors and the Liquidity Cycle

Rising

Falling

Liquidity >

Below Average Above Average

Rebound Calm

Turbulence Speculation

High Low
< Market Risk

CrossBorder Capital

Comment: Level of
liquidity influences
duration and market
risk.

Change/momentum of
liquidity determines
credit risk.

Low

High
<«4— Credit Risk

WONMLY-FAVER



I NATIONAL BANK OF CANADA
Regimes, Risk Factors and the Liquidity Cycle

Liquidity >
Below Average Above Average
Rebound Calm

)

Momentum —p»>
Rising

2
S
2 1998
-
2002 1999
o 2001 S
E Turbulence Speculation
High Low
< Market Risk

Sources: CrossBorder Capital; National Bank

Comment: Level of
liquidity influences
duration and market
risk.

Change/momentum of
liquidity determines
credit risk.

Low

<«4— Credit Risk

High

WONMLY-FAVER



~ NATIONAL BANK OF CANADA
Regimes, Risk Factors and the Liquidity Cycle

Liquidity >
Below Average Above Average
o | Rebound Calm
c
n Macro Trading Equity Trading
2 FX Trading Retail Brokerage
> S Credit Spread Products Corporate Finance
- =D ) .
S E Fixed Income Corporate Lending
= ©
o & Fixed Income IPO
- é Equity Derivatives M&A

Convertibles Merchant Banking

(o)

c

E Turbulence Speculation
High Low
< Market Risk

Sources: CrossBorder Capital; National Bank

Comment: Level of
liquidity influences
duration and market
risk.

Change/momentum of
liquidity determines
credit risk.

Low

<«4— Credit Risk

High

WONMLY-FAVER
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CORRELATION: S&P 500 VS. LB AGGREGATE
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Secular / Cyclical Growth - Trading Activities

Secular
* Demand for risk management products

* Doubled number of profit centers / activities since
1998: equity derivatives, commodity
derivatives, fund-linked notes

* VAR model and regulatory regime

Cyclical
* Positive interest rate and FX environment
* Reduction of risk premium: credit spread and equity -
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I NATIONAL BANK OF CANADA

NBC Trading/Securities gains/ALM Revenues

USD $ CND $
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Canada: Stronger balance sheet than a decade ago
Canadian manufacturing: Debt/equity and debt burden
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Canada: Much easier to launch a CAPEX program
Financing gap * nonfinancial businesses
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This presentation may contain certain forward looking statements about
the operations, objectives and strategies of the National Bank of
Canada. Such statements are subject to risk and uncertainties. Actual
results may differ materially due to a variety of factors, including
legislative or regulatory developments, competition, technological
change and economic conditions in Canada, North America or
internationally. These and other factors should be considered carefully
and readers should not place undue reliance on National Bank of

Canada’s forward-looking statements.

Please address any inquiries to:

Investor Relations:

514.394.0296
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