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Summary
e The “Big Five” Canadian banks appear attractively valued.
e They also offer above-average dividend yields and incredible histories of producing significant dividend income.

e Canadian banks offer an attractive dividend growth alternative as most US-based blue-chip dividend growth stocks are
overvalued.

Introduction

It is no secret that US blue-chip dividend paying stocks are trading at extremely high valuations relative to historical norms. Interest
rates remain at all-time lows, and investors hungry for yield have turned to blue-chip dividend growth stocks in order to satisfy their
appetites. For the past seven years or so that strategy has worked out quite well on both a capital appreciation and dividend income
growth basis. Seven years is a long time, and the longer that the bull market in blue-chip dividend growth stocks runs, the more
complacency it breeds.

Complacency leads to overconfidence, and in my opinion, for investors there is only one thing more dangerous than greed. That, of
course, is fear. Complacency takes time to develop until it eventually turns into greed. However, since fear is a much more powerful
emotion, it can grab hold of investors almost immediately. Succinctly stated, greed is fragile while fear is potent.

Warning: You Make Your Money on the Buy Side

This is critically important, because if you are lulled into complacency by a long bull market and suddenly a bear market appears,
confidence is shattered and panic sets in. As a result, it is quite common for investors to hold on too long during a bull market and then
panic sell as prices fall below intrinsic value when the inevitable bear market comes. This simply defines the classic buy high- sell low
mentality or trap that many investors fall into.

Investor psychologists have asserted that investors feel the pain of loss two and a half times greater than they do the pleasure of gain.
Therefore, we are often too patient when the bull is running and too impatient when the bear attacks. Investors should consciously
keep this reality in the forefront of their minds - all bull markets end with a bear market - and vice versa.

However, | want to be crystal clear about one thing. What | am warning about is not holding onto stocks too long during a bull market.
This is not a bad practice if the stocks were purchased at a sound valuation in the first place. Instead, my warning is referencing
paying too high a valuation for stocks in the late innings of the bull market. Paying too much for even the best companies will
rarely lead to acceptable long-term returns. Paying too high a value at original purchase assumes too much risk with too little result in
the longer run.

| believe it is an irrefutable and absolute fact that common stock investors make their money on the buy side. When you adhere to the
discipline of only purchasing a common stock (no matter how strong the company) when fair valuation is manifest, your strategy is
prudent and your long-term returns will be greater with less risk taken. Furthermore, when you follow a prudent valuation oriented
investing strategy at initial purchase, you don't have to worry too much about the inevitable bear market coming along.

There is a logical reason why | believe investors should not be fearful of a bear market, assuming they purchased great businesses at
sound valuations in the first place. Historically, bull markets have lasted approximately 3 %z times longer than bear markets. Remember
what | said earlier, fear is a much stronger, and therefore, more dangerous emotion than greed.

Consequently, | believe that many investors subconsciously react stronger to bear markets than they do bull markets. But in reality,
bear markets tend to be rather short in duration compared to bull markets. This is the primary reason why | believe it is rational to hold
on to attractively purchased stocks through bear markets. The following slide courtesy of Mackenzie Investments clearly illustrates the
comparative duration of bull markets versus bear markets:


https://www.mackenzieinvestments.com/en/assets/documents/marketingmaterials/mm-bull-bear-markets-sp500-en.pdf?m=15656dfd1a0
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If Most US-Based Blue-Chip Dividend Growth Stocks Are Overvalued, What Can | Do?

For starters, you can consider that it is a market of stocks and not a stock market. Therefore, you can look for pockets of value within
an otherwise overheated market. With my last two articles found here, and part 2 found here | highlighted several dividend growth
stocks in the US market that | considered attractively valued for new money to invest in. On the other hand, the US market is not the
only market out there. With this article, | am going to look to the Toronto Stock Exchange of our Canadian neighbors to the North for
attractively valued dividend growth stocks. However, | am going to limit my first examination of Toronto Stock Exchange selections to
the Canadian banking industry. My primary goal is to identify not only attractively valued high yielding Canadian stocks, | am also
concerned with prudence and reliability.

The Toronto Stock Exchange is quite different than the major US stock exchanges. A recent report on international investing in "the
balance" described the makeup of the Toronto Stock Exchange as follows:

"The Toronto Stock Exchange consisted of over 1,500 companies, as of 2016, worth a total of $2.8 trillion in market capitalization.
While the majority of these companies are based in Ontario (52%), a substantial portion of the exchange's market capitalization also
comes from Alberta (25%), due to the region's rich natural resources - namely, oil and gas in the oil sands.

The exchange's breakdown of sectors by market capitalization shows a skew towards financial services (38%), energy (20%) and
materials (10%), while industrials and consumer discretionary round out the top five sectors. Many of these companies consist of so-
called junior mining companies focused on developing natural resources."

Therefore, since the majority of Toronto Stock Exchange listed companies are skewed towards financial services, | chose to cover this
sector initially. The following portfolio review looks at the colloquially named "Big Five" largest banks that dominate the Canadian
banking industry. The review is produced with TSX listings and is in alphabetical order. It reports each company's credit rating, current
P/E ratio, earnings yield, dividend yield and market cap.


http://seekingalpha.com/article/4001346-premier-dividend-growth-stocks-value-sector-sector-summary-review-part-1
http://seekingalpha.com/article/4002414-comprehensive-look-dividend-growth-stock-valuations-sector-sector-part-2
https://www.thebalance.com/trading-on-the-toronto-stock-exchange-tsx-1978971
https://staticseekingalpha.a.ssl.fastly.net/uploads/2016/9/1/426415-14727407941589248_origin.png
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Important Considerations Before Investing in Canadian Banks

If you are a Canadian citizen, then | would argue that investing in any of the "Big Five" Canadian banks is a rather straightforward
decision. There are many institutions that consider Canadian banks some of the soundest banks in the world. Later, when we look at
their individual historical operating histories, that statement will be validated.

However, if you are a US citizen, the issue becomes slightly more complicated. All of the "Big Five" Canadian banks are cross listed
(interlisted) on the NYSE and the TSX. However, according to Charles Schwab and Company, US and Canadian shares are not
fungible. Therefore, investing in a cross-listed stock requires that you hold the stock in US dollars and receive US dollar denominated
dividends. Consequently, currency exchange rates will come into play. Moreover, for US citizens, there will be times when the
exchange rate goes against you, and times when the exchange rate benefits you.

Additionally, there are no tax implications for buying cross-listed stocks because you get a tax credit against your US tax bill. For
example, Fidelity explains the rules that apply to the Canadian withholding tax for their firm as follows:

"The Canada Revenue Agency (NASDAQ:CRA) allows Fidelity to automatically apply favorable withholding tax rates if all of the
following conditions are met:

e The account holder is a nonresident of Canada who is either an individual who has an address in a country with which Canada has
an applicable tax treaty; or a trust with a trustee who has an address in a country with which Canada has an applicable tax treaty."

Charles Schwab and Company discusses the tax situation for their firm as follows:

"The tax implications for buying cross-listed stocks are the same as an ADR, OTC or a foreign ordinary. If you're a U.S. citizen holding
a cross-listed stock in a taxable account and pay tax in a foreign jurisdiction, you'll generally get a tax credit against your U.S. tax bill."

With these considerations in mind, | will be presenting each of the "Big Five" Canadian banks utilizing F.A.S.T. Graphs™ on each for
both their NYSE listing and their TSX listing. The NYSE listing will be reporting in US dollars (NYSEARCA:USD), while the TSX listing
will be reported in Canadian dollars (NYSEARCA:CAD). However, from an analytical perspective regarding the quality of the company's
operating history, | believe the country of origin listing is the most appropriate to analyze each bank with. Nevertheless, there will be
slight differences on the graphs of each company in each respective listing primarily due to currency exchange rates.

Differences When Evaluating Banks

Before | get into the particulars of each of the "Big Five" Canadian banks, a few comments regarding how to value a bank are in order.
Banks, insurance companies and other financial service firms require slightly different valuation models. The most prominent
differences are found in the definitions of debt and reinvestment, the rules that govern bank accounting, and that they are heavily
regulated businesses.

For banks, debt is more similar to inventory or product than it is a source of capital. A bank makes its money on the spread between
the interest it pays on the money it raises (deposits) and the interest it charges to those who borrow money from the bank.
Consequently, with banks you can think of debt as a raw material, not capital. (Note: for these reasons F.A.S.T. Graphs™ does not
report debt to capital on banks.)

Regarding accounting rules, the assets of the bank are primarily financial instruments such as bonds and securitized obligations that
have an active market place. Consequently, since these securities are publicly traded, they therefore have a very definable market
value. As a result, accounting rules require banks to apply mark to market accounting of their assets and financial statements.

The advantage is that a bank's assets are precisely priced with little subjective judgment applied. The disadvantage is that market
values can actively fluctuate. This creates difficulties in calculating metrics that apply to other types of companies such as returns on
equity or assets. This also makes estimating the cash flows of the bank difficult, if not impossible.


http://seekingalpha.com/symbol/CRA
http://seekingalpha.com/symbol/USD
http://seekingalpha.com/symbol/CAD
https://staticseekingalpha.a.ssl.fastly.net/uploads/2016/9/1/426415-1472740809675755_origin.png

A high degree of regulation also requires the banks set aside reserves for loan losses. This also causes problems with attempting to
apply traditional valuation methods when valuing a bank. For those interested in learning more, here is a link to an excellent paper
discussing Valuing Financial Service Firms.

A Short F.A.S.T. Graphs Tutorial

Each "Big Five" Canadian bank example will be presented utilizing the earnings and price correlated F.A.S.T. Graphs™ on each.
Therefore, for the reader to get the most benefit from this exercise, it's imperative that you understand what each of the earnings and
price correlated graphs are revealing.

Therefore, | offer the following short tutorial where | take a complete F.A.S.T. Graphs apart and then add one metric at a time. | will be
utilizing the Royal Bank of Canada graph as my sample. This template will apply to all of the historical graphics utilized in the article.
For disclosure, | am long the Royal Bank of Canada.

The orange line on each graph represents a valuation reference line drawn as a multiple of earnings on each company at a specific P/E
ratio. In theory, this line represents a rational view of a company's fair value. The dark green shaded area below the line represents the
company's total earnings over the timeframe graphed.
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Next | have added the light green line (it appears white to many) which plots the company's dividends per share over the timeframe
graphed. A quick examination of this line will tell you whether dividends have been steadily increasing, or whether they have been cut
at some point. The area below the light green line represents the portion of earnings paid out as dividends - commonly referred to as
the dividend payout ratio.


http://people.stern.nyu.edu/adamodar/pdfiles/papers/finfirm09.pdf
http://www.fastgraphs.com/
https://staticseekingalpha.a.ssl.fastly.net/uploads/2016/9/1/426415-1472740836990314_origin.png
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Dividends are also expressed after they have been paid out of earnings as a light green shaded area and stacked on top of the orange
valuation reference line. Therefore, dividends are expressed prior to being paid out by the light green (white) line, and after they have
been paid out to shareholders expressed as the light green shaded area on top of the orange line.
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Next the black line representing monthly closing stock prices is added and correlated with the orange valuation reference line. Stated
overly-simplistically, when the price is above the orange line overvaluation is present, when the price is touching the orange line fair

valuation is present, and finally, when the price is below the orange line undervaluation is indicated. However, with this example note
how commonly the price line sits below the orange fair valuation reference line. You will discover a similar valuation relationship on all

of the "Big Five" Canadian banks.
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The final metric added to the graph is the historical normal P/E ratio represented as a dark blue line. This calculates the valuation that
the market has typically applied to each company over the timeframe graphed. The dark blue normal P/E ratio line adds a second
valuation reference to each graph. Analysis of both of these valuation reference lines provides the reader an analytical perspective of
historical valuation.

Note: in the case of Canadian banks, the reader might consider that the dark blue historical normal P/E ratio line provides the most
conservative view of fair valuation. Although both the orange fair valuation reference line and the dark blue historical normal P/E ratio
valuation reference line provide important analytical perspectives, with all cases it is a fact that the market has tended to value the "Big
Five" Canadian banks at a modest discount to the orange fair valuation reference line. Consequently, it seems prudent to make
decisions about the fair valuation of Canadian banks based on the dark blue normal P/E ratio valuation reference line.

Watch This Two-Minute Video for a Quick Summary on Royal Bank of Canada


https://staticseekingalpha.a.ssl.fastly.net/uploads/2016/9/1/426415-14727408940904355_origin.png

Canadian "Bank-in" Delicious Yield Great Value

The Big Five Cross-Listed or Interlisted Canadian banks: A Historical Review

The following earnings and price correlated historical F.A.S.T. Graphs™ illustrate the undeniable correlation and relationship of price to
earnings on each example. A careful analysis of each of these long-term histories clearly indicates the relative valuation of each of the
"Big Five" Canadian banks. The current yields of each are also very attractive, and their historical dividend growth rates consistent and
high.

The differences between the TSX and the NYSE versions are attributed primarily to currency exchange rates. As previously stated, |
believe the best analysis of the quality and consistency of the performance of these banks is through analyzing them by their country of
origin (TSX).

When reviewing the associated performance results | suggest that the reader look closely at the cumulative total dividends paid for
each company on both exchanges. These Canadian banks have clearly been exceptional long-term dividend income generators. On

the other hand, they have also outperformed the S&P 500 on a capital appreciation basis as well.

Royal Bank of Canada Graph and Table Produced in Canadian Dollars


https://www.youtube.com/watch?v=2xbMAjdgATc
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Royal Bank of Canada (NYSE:RY) Graph and Table Produced in US Dollars
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PERFORMANCE RESULTS for 10/31M996 te 083072016
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Bank of Montreal(TSX:BMO)
PERFORMANCE RESULTS for 10/2111996 te 08/30/2016
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PERFORMANCE RESULTS for 10/31M936 te 08/30/2016
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The Bank of Nova Scotia(TSX:BMNS)
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The Bank of MNova Scotia(NYSE:BENS)
PERFORMANCE RESULTS for 06/28/2002 te 0B8/30/2016
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Canadian Imparial Bank of Comm(TSX:CM)
PERFORMAMCE RESULTS for 10/21/1956 te 08/30/2016
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i Performance Results
Canadian Imperial Bank of Commi{MNYSE:CM)
FERFORMAMNCE RESULTS for 11728/1987 to 08/30/2016
Inuested: § 10000 Begn Shares: 33403 Begin $hs al Closing Price: $26 648.91
SoM-achusted Priced 112811997 29.94 ) Closing Price(083002016) 79,78
Dividend Cash Flow

5"?‘;"* Dividens per Share  Dividend Grenh® Div. Payout Ratio  End of Pariod #Shanss Dividerss % Yisled O Conet
101956 e HE% 3303 §$27013 2T%
101989 sz 3% 3303 §28870 2T%
100000 0&7 4% ey eeZNic §289.70 29%
1 Q200 094 7% % 3403 F3243 3%
10/2002 1.02 137% 1065% 3303 ¥3391 A%
1072003 1.24 % =% M0z §$ 38620 39%
1002004 180 45%, Y, 403 %562 51 £ 5%
1072005 235 5% a4% 33403 $TIS 82 7%
1072006 246 % % 3M0F ¥s1630 B2%
10T AT 3% oy Eo Tk FaTT A9 28%
12008 330 A 4% 3403 $1.100 .20 11 0%
1052009 im 17% 5% 33403 F101712 102%
10200 N % A% 30z $112658 1.3%
100201 380 » 45% 403 5120232 120%
12012 364 ki 45% 33403 1217 122%
107201 3 373 % 4% 33403 £1,244 54 124%
14 A58 4% 4% 303 51,8954 2%
1201E 3= -E% 475 33403 $1.12918 1 .3%

o o et 0.g2s 3303 2728

e e™ 0.s5m 3303 5314 29
07 g™ 053 403 05 _
_SEP 5w

Diwidend Growth Rate: (18yr) AVG:  9.3%
CAGR:  BE% Dividerids: §15075.61 § 463046 F |

Growth: 26,691 4 21.'5-'35-'?
Annasalized RO (wio Divj: 5.4% - ?‘;ﬁ-‘;
Grovth and Diwidends: 12402 e

Total Annualized RO T.9%
** NOTE: Fiscal vesar data iz incomplete ard only quarterly dividends in our datsbase sre included in these calculstions
Performance History - Copyright & 2016, F A 5T, Graghs™ - Al Rights Reserved iy Instgraphes com
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National Bank of Canada Graph and Table Produced in Canadian Dollars
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il Performance Results

Mational Bank of Canada(TSX:NA)

PERFORMAMNCE RESULTS for 10/31/1956 to 08/30/2016

Invested: § 10,000 Begn Shares: 1 533 46 Begin $hs ot Closing Price: $73,199,93
Spll-adfusted Price 100311996) 6.50 Clazing Price(08/3002016) 47.58
Dividend Cash Flow

D?E;E Dividends per Share Dividend Growdhifs Oie, Payoud Reatio  Bnd of Period #Shares Diivicdends % iedd On Cost
100 557 029 AT% 1,530 45 Fa4229 44%
10011 538 033 E iy 1,538 46 F 507 59 S51%
10011533 035 H% 1,558.46 3§ 538 46 4%
10000 038 7% 0% 153846 S5T6M S5E5%
10200 041 ki Y 2 1,538 45 §E30TT B
102002 047 3% 3% 1,538.48 FTI540 7%
102003 054 16% 3% 1,538.46 3 53076 85%
1002004 0.7 H% =% 1,530 46 5106232 10 5%
102005 (k13 21% IFN% 1,538.45 $1.32308 13.2%
12006 03g 14% % 1,538.48 ¥1,507.70 151%
10007 114 16% 40% 153546 5175384 17.5%
102008 124 ki1 Y 475% 1,538 45 §1.507 58 9.1%
102009 124 159 40 1,538.468 §1.907 68 91%
102mon 124 % 40% 1,538.46 §1.907 68 1891%
100 137 10% % 1,538 45 2,07 58 A%
1022 1 54 1% I 1,538 45 $2.380.22 23AT%
102013 170 1% a0 1,538.48 §252307 26.2%
10024 188 1% 4% 1,538.46 259230 28.9%
10RMS 204 % 3% 153045 53,13846 LR

e 1054 1,538 46 §E30.7

M 054 1.538 46 230 77

/"
Diuidberd Groweh Rate: (10yr) AWG:  11.9% 2 .
CAGR: 11.8% [Difvickencls: 3043453
.

Grioth; $73,199.93

Aniniialized RO (wio Div): 106

Griovwth and Dividends: 10363446

Total Annusalized ROR: 12.5%
" NOTE Fiscal year disks (2 incompbede: ancl only cuarterly dividends in our databses ane inclucked inthepe calculations.
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The Toronto-Dominion Bank(TSX:TD)
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HH Performance Results

The Torente-Dominion Bank({TSX:TD)
PERFORMAMNCE RESULTS for 10/31/1556 to 08/30/2016

Invested: § 10,000 Begn Shares: 1,275 92 Begin Sha at Closing Price: §74,896.50
Spll-adusted Prica] 10031/1996) 7.84 . Clasing Prica(0B30/ 20161 S58.70
Dividend Cash Flow
ST;; Cividenids per Shore Dorwicierid Growdhft Div, Pavoud Rafic  Endd of Peniod #Shares Divickenicls S ield On Cost
1AN9ET 0.8 H% 1,75.52 535724 6%
10H 955 0.33 5% 1,275.92 F421.04 4.7%
10M383 0.36 % 127582 §458.32 45%
10R000 046 26% 7% 117592 5586 92 2.5%
1000 085 18% % 1,7592 $B55 58 T.0°%
1072002 0.56 % 165% 1,975.92 452 T1%
1072003 053 4% 3% 1.27592 3 74004 T4%
10004 088 17% e 1,175.52 §BET B4 B.1%
1072005 0.7 16% 3% 1,975.92 §1,007 97 10.1%
1072006 083 13% 35% 1,49592 $1,13556 11.4%
102007 105 15% % 117592 §1.346.10 13.5%
102005 1.18 1% 45% 1,77592 $1 50560 15.1%
1072008 1.2 % 46% 127582 §1,556.64 15.6%
10ramon 1.2 % 4% 1.175.92 155664 15.6%
1071 1M % e 1.275.92 $1 E8507 16, 7%
10 2 145 11% 3% 1,775.82 §1 E50.08 18.5%
107N 3 162 12% 43% 1,97592 § 2,067 .00 .7%
10 4 184 14% 4% 117592 BT E 1.5%
102 S 200 % 43% 1,750 $2551 84 25.5%
ooe 051 1,275.92 JEs0.T2
oame™ 055 117592 §701 76
Q70 = [l 1,752 T g —
Dividend Growth Rates (19yr) AWG:  11.8% 1
CAGR- 14.8% Ditwickancis: ¥ 2548653 § E,820.
Growth: §74,596.50 EELTEL
Annualized ROR (wio Div): 10. 7% 97,578
Growth and Dividends: 4400, 38303 '
Total Annualized ROR: 12.3%
** NOTE: Figcal yedr @ala (s incomped & and onby qussrterty dividends in our dalabass ara included in thade calculstions.
Performance History - Copyright & 2016 F.A S T, Graphs™ - Al Rights Reserved wnarey lastgraphs com
Fundamental comparry cals and indes daka provided by S6F Capial K

The Toronto-Dominion Bank (NYSE:TD) Graph and Table Produced in US Dollars
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The Toronto-Dominion Bank(NYSE:TD)
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HH Performance Results

The Terente-Daminion Bank{NYSE:TD)
PERFORMANCE RESULTS for 10/21/1996 to 08/30/2016

Ivvastad: 3 10,000 Bagin Shares 1,711.30 Begin She al Choaing Price: $76, 73469
Spilt-nchustedd Price] 1073111006 5.84 Closing Pricei 302016 44.84
Dividend Cash Flow
TSNl Dividends par Share Dividard Growthss Div. Payolt Ratic  End of Period #5hares Dividenids ikl O Cost
100 =87 020 26% 1.711.30 34637 35%
1007 Seag 022 20 171130 ¥ 380,08 28%
1001 2599 024 0% 1.711.30 F414 0 41%
1 02000 ik | 3% 0% 1.711.30 §5179 53%
10w20 0.35 14% I 1.711.30 § 60562 B1%
1200 036 5% 163% 1.1130 $60819 R
102003 D44 3% ars 1,711.30 § T B0 T
10v2004 0.56 275 3% 1.711.30 88271 BEI%
1002005 ne7? 2% 0% 171130 F1104564 1 0%
1 Q2005 0T 19% 5% 1.711.30 $1.34570 135%
102007 11 40% 3% 1.711.30 $1 58676 17 0%
1052008 1142 A2% S0 1.711.30 191016 19.1%
| CU2 00 113 15% 44% 10130 513158 183%
1052010 1 20 3.1 4 1,711 30 $ 20343 20.2%
102001 1.34 10% 3o 1.711.30 $2200 43 229%
122 145 10% I 1.711.30 § 2484 46 24 53%
105203 1559 T 44% 11130 $2TITSS 2
102014 1 56 5% 4% 1.711.30 § 2846 57 B5%
1002015 157 ooy A% 1.711.30 F 255204 269%
o2 e 0.3y 171130 S520.00=
D42 044w 1.711.30 $TEQ Ege
OB 043+ 1,711 .30 72T
Dividend Growih Rate: (19yr) AWG:  12.4% '
1 -+ T
CAGR: 1.T% Cvidercts: §295147 # 6328.26

Growah: 478,734.69 § 30, s
Anmualized F.DH.“\.I-.'U DII}E 10.8% 3 T?.iiﬂ..ﬂ.ﬂ
Growth and Dividends: F106, 245,06 B.0%

Total Aninualized RO 12.6%
" HOTE Fizcal year daba iz incompleta and only guarerly divicends in our database are indiuded in theze calcilations
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Fundamenial Company data and index dala prosded by

Canadian Bank Forecasts - More of the Same

There are many analysts that believe that Canadian banks benefit from fewer regulatory restrictions and lower competition than their
US peers. However, forecasts for growth in the US economy are moderately higher than those predicted for Canada for this year and
next. However, Toronto Dominion Bank and Bank of Montréal are expanding into the US banking market.

On the other hand, there are concerns regarding real estate values in Canada that could impact the future profitability of Canadian
banks. Perhaps this partially explains why leading analysts are generally forecasting lower growth relative to historical norms over the
next few years. However, assuming that analyst estimates are reasonably accurate, the potential returns from investing in Canadian
banks is quite attractive - as indicated on the "Forecasting Calculators" graphs below. (Note: each of the following forecasting
calculators is drawn utilizing the more conservative historical normal P/E ratio calculator).

For insights into the potential accuracy of these analysts forecasts, | have also included a summary of the "Analyst Scorecard" on each
example. The bottom line is that analysts have put together a strong track record of forecasting the earnings of these banks on the one
year and two years forward basis. Nevertheless, | recommend that each investor conduct your own research and due diligence before
investing.

Royal Bank of Canada Forecasting Graph and Tutorial

Readers have suggested that | include a tutorial on the F.A.S.T. Graphs™ "Forecasting Calculators" just as | did with the historical
graphs above. Therefore, | have taken the "Forecasting Calculator" on Royal Bank apart in order to explain what each forecasting
graph is expressing.

Just as we saw on the historical graphs, the first metric is simply a plotting of the specific earnings estimates over the next two to three
years. The fair valuation reference line is dark blue because | am utilizing the historical normal P/E ratio as the fair valuation reference.
The average estimated earnings growth rate is presented in the green color-coded FAST FACTS box to the right.

The estimated earnings numbers are listed at the bottom of the graph and marked with a capital "E" indicating estimate. Just below the
earnings estimates is a calculation of the earnings growth change per year (Chg/Yr), and just below that is the number of analysts
making those forecasts for each specific year. Finally, the forecast dividend calculations are based on growing the dividend at the same
rate of earnings.
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With this next graph I've added weekly closing stock prices (the black line) for the past actual fiscal year and the current fiscal year we
are in. This provides an expression of current valuation. In these examples, when the price is below the blue normal P/E ratio fair
valuation reference undervaluation is indicated.
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Next | have added the dividends expressed as part of earnings by the light green line (white looking line) in the dark green shaded
area, which also graphically illustrates the dividend payout ratio. The lighter green shaded area above the blue fair valuation reference

line indicates dividends after they've been paid to shareholders.


https://staticseekingalpha.a.ssl.fastly.net/uploads/2016/9/1/426415-1472741492542323_origin.png

u 8

| Estimiates

| Forecasting Calculators he

i Mormal PE e 3-5% TL Growdh s Histarical CAGH Iha Cupstom

Royal Bank of Canada(TSX:RY)

$150

3125

$100

375

50

25

Forecast Calculators - Copyright 2 2006, FA ST, Graphs™ - Al Rights Reserved

Estimated Dividends Paid Out

vidends & Dividend Payout Ratio

Estimated Di

1]
FY Date 13115 1073116 1073147 1073118
EPS 655G BE1E TORE TATE
ChoYr 262% 25% 396% 551%
# Analysts A, 16 17 a
Diw R 324 E 340 E JE0E
| oividends  aEPs - Price |
Select Precalculated PE 18FY Mormal PE 12.7 b

W iastgraphs: com

Estimated Earnings
Growth 3.9%

Diversiied Barks
Marked Cap
02736
SEP Crecll Raling Ak
(% D A8
TS%
CanaE
CoEmimion Shsfes
Siock Spits () N
Anabyst Scorecard @
BEEOER
e [ ] o |

The next metric included in the forecasting calculators are comprised of five parallel lines above the fair valuation reference line and
five parallel lines below the fair valuation reference line. Each of these lines represents an additional and specific P/E ratio that will later
be utilized to calculate potential future returns. Consequently, several "what if" calculations can be made by pointing to the dots

associated with those various parallel lines.
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This next graph represents a complete "Forecasting Calculator" with additional quarterly dots added to the parallel lines for "what if"
calculating purposes on a live graph. | have also included the total annual return calculation to include dividends based on the last
earnings estimate and utilizing the dark blue normal P/E ratio fair valuation reference line.

As indicated, the Royal Bank of Canada could offer double digit returns out to fiscal year-end October 2018 - assuming the estimates
are correct and the stock trades at its normal P/E ratio. All of the following "Forecasting Calculators" will only include the complete
calculator with calculations.
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Royal Bank of Canada Analyst Scorecard Summary

The "Analyst Scorecard” summary illustrates how accurate analysts have historically been when making forecasts one year prior to the
actual reporting and two years prior to the actual reporting by the company. In the case of Royal Bank, analysts have been accurate
with their forecasts the majority of the time when previously forecasting earnings on this company. This simply provides additional
insights on how much credence you might place on the forecasts presented in the forecasting calculators.
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Bank of Montreal Forecasting Calculator
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The Bank of Nova Scotia Forecasting Calculator
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The Bank of Nova Scotia Analyst Scorecard Summary
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Canadian Imperial Bank Forecasting Calculator
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Canadian Imperial Bank Analyst Scorecard Summary
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National Bank of Canada Forecasting Calculator
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National Bank of Canada Analyst Scorecard Summary
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The Toronto-Dominion Bank Forecasting Calculator
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Summary and Conclusions

For those investors seeking above-average dividend yield with the possibility of dividend growth and capital appreciation, | believe that
all of the "Big Five" Canadian banks represent attractive options. Each provides the dividend growth investor above-average dividend
yields in today's low interest rate environment, and all of them appear to be attractively valued, if not slightly undervalued at this time.
Although my personal favorite is the Royal Bank of Canada, the Canadian Imperial Bank offers the highest current yield and perhaps
the lowest valuation, however, its operating history is not quite as consistent. Although | do not believe investors can go wrong with any
of these selections, | leave it up to each of you to decide for yourselves.

If you enjoyed this article, scroll up and click on the "Follow" button next to our name to see updates on our future articles in
your feed.

Disclosure: Long RY

Disclaimer: The opinions in this document are for informational and educational purposes only and should not be construed as a
recommendation to buy or sell the stocks mentioned or to solicit transactions or clients. Past performance of the companies discussed
may not continue and the companies may not achieve the earnings growth as predicted. The information in this document is believed
to be accurate, but under no circumstances should a person act upon the information contained within. We do not recommend that
anyone act upon any investment information without first consulting an investment advisor as to the suitability of such investments for
his specific situation.

Disclosure: | am/we are long RY.

| wrote this article myself, and it expresses my own opinions. | am not receiving compensation for it. | have no business relationship
with any company whose stock is mentioned in this article.


http://seekingalpha.com/page/become-a-seeking-alpha-contributor
https://staticseekingalpha.a.ssl.fastly.net/uploads/2016/9/1/426415-14727417356775074_origin.png

§ HISTORY: 390, s THE NEW
FROMTHE ... &_ 4 " ATLAS OF ...
§ RRP: £30.00 ‘2 RRP: £32.00
S £10.89 woiipiisron £21.76
RIRTRRINE (plus delivery) - (plus delivery)



http://beacon-eu2.rubiconproject.com/beacon/rs/80734dab-c9ab-461b-b943-b2281e918da9/0/JL9Qs81xMGwhd3IFt3WZSKq_cMY/http://aax-eu.amazon-adsystem.com/x/c/QpH460OcS-rr0MhnO0KMDrwAAAFW6vrrWAMAAAakASXLe1U/http://www.amazon.co.uk/dp/0008147795/ref=dra_a_rv_lb_hn_xx_P1700_1000?tag=dradisplay0bb-21&ascsubtag=28cfdd24fdc0702d6dd352f889658597_S
http://beacon-eu2.rubiconproject.com/beacon/rs/80734dab-c9ab-461b-b943-b2281e918da9/0/JL9Qs81xMGwhd3IFt3WZSKq_cMY/http://aax-eu.amazon-adsystem.com/x/c/QpH460OcS-rr0MhnO0KMDrwAAAFW6vrrWAMAAAakASXLe1U/http://www.amazon.co.uk/dp/0008147795/ref=dra_a_rv_lb_hn_xx_P1700_1000?tag=dradisplay0bb-21&ascsubtag=28cfdd24fdc0702d6dd352f889658597_S
http://beacon-eu2.rubiconproject.com/beacon/rs/80734dab-c9ab-461b-b943-b2281e918da9/0/JL9Qs81xMGwhd3IFt3WZSKq_cMY/http://aax-eu.amazon-adsystem.com/x/c/QpH460OcS-rr0MhnO0KMDrwAAAFW6vrrWAMAAAakASXLe1U/http://www.amazon.co.uk/dp/0241201306/ref=dra_a_rv_lb_hn_xx_P1700_1000?tag=dradisplay0bb-21&ascsubtag=28cfdd24fdc0702d6dd352f889658597_S
http://beacon-eu2.rubiconproject.com/beacon/rs/80734dab-c9ab-461b-b943-b2281e918da9/0/JL9Qs81xMGwhd3IFt3WZSKq_cMY/http://aax-eu.amazon-adsystem.com/x/c/QpH460OcS-rr0MhnO0KMDrwAAAFW6vrrWAMAAAakASXLe1U/http://www.amazon.co.uk/dp/0500251851/ref=dra_a_rv_lb_hn_xx_P1700_1000?tag=dradisplay0bb-21&ascsubtag=28cfdd24fdc0702d6dd352f889658597_S
http://www.amazon.co.uk/gp/dra/info/ref=dra_a_rv_lb_hn_xx_P1700_1000?pn=1&pg=dra&pp=rv%2Cv%2C0008147795%3A0241201306%3A0500251851%2CA1F83G8C2ARO7P%2C0008147795%2Cm_YUW-8uGHeiEXGCGq0TvfC8PrA&adv=A1F83G8C2ARO7P&uh_it=28cfdd24fdc0702d6dd352f889658597_S

