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INTRODUCTION

Ladies and gentlemen it is an honour to stand befote again to report on the Group’s
performance. This AGM has significance in so many wAgsve assemble to give our account
of 2011 and look towards the future, we are mindful thatalzamas it observes its Bear of
independence, has come of age. Jamaica, while an eqwv@gimomy, and a developing
country, is a leader in the region, with a strong d=awy, impressive infrastructure, and stable
governance structures. Jamaica is a market in whicht Beotiabank see ourselves successfully
operating for the next 100 years. So as custodians, avevar mindful that our history bears
within it, the trust, confidence, dreams and achievemehgsast and future generations of
Jamaicans. So as | deliver the 2011 report, and provide ssigats into our plans for 2012, |
do so as the head of an organization which has long cbmge; an organization which enjoys
the dual status of being inextricably linked, both from arfai@ and a social standpoint, to the
history and development of this country.

FINANCIALS

2011 Performance

In 2011, amidst an environment of weak loan demand in thmdssssector, and record low
interest rates, we met or exceeded all our financialctiags and posted Net Profit of $10.6
Billion ($10.2B attributable to shareholders) for the yeahis was down slightly by 1% year-
over-year, due primarily to reduced interest marginspaket interest rates continued to decline
throughout the year, impacting our investment and loddsyieThe earnings per share ratio was
$3.28, down slightly from the $3.34 in the prior year, and return on equity was 17.59%.
While this was down from the previous year, this returrvideml a considerable premium over
the average risk-free rate during 2011 of 6.79% (using the 6-nio#il rate). The total
dividend paid during the year was $1.48 per share, continuing tidera steady stream of
income to shareholders.

Growth in Revenue

Our diverse revenue streams and growth in volumes edlo®cotia Group to record good
revenue levels despite squeeze in margins. We postedrdéotalue (excl LLP) of $30.5B,
marginally down by $27 Million from last year. The largesimponent of our revenues, Net
Interest Income, declined as our margins fell by 47 h@sigts due mainly to the fall in average
benchmark rates of 134 basis points during the year.



Our Non-Interest Revenue increased by 9.7%, due to increasetil banking volumes, and
increased asset management fees, primarily from oudlyagiowing Unit Trust and Mutual
Fund portfolios.

Impairment losses on Loans

As we look at loan losses, we are pleased to reponnprovement in 2011, as losses fell by
$213MM or 13%, compared to 2010. This decline was primarily dug teduction in retail
provisions and write-offs, coupled with an increase imvedes, as we continued to be proactive
and tenacious in our collection efforts during the year.

Non Interest Expenses

Coupled with our vigilance in loan collections, we coméid to focus on expense management.
As a result, total operating expenses increased by only @y his is well below the inflation
rate of 6%, and we're particularly proud of this acconmplient, having successfully executed a
number of cost-containment initiatives throughout ther.ye

Group Financial Performance

Turning now to segment performance, we're pleased thaualbusiness lines performed well
last year, with the Banking segment continuing to leeléingest contributor. The Bank’s net
profit represented 44% of the total Group’s profit. This wa#n from 48% in 2010, due
primarily to thinner margins and higher staff costs. Whilumes and profitability of the retail
segment improved considerably during 2011, this was off-set lbgcéine in commercial
volumes. Scotia Insurance contributed 36% of our profitgndslightly from 37% in Oct 2010,
also due primarily to lower net interest income. Tampany continues to experience growth in
premium income and other insurance revenues, and had expenpextiuct offering during the
year. Scotia Investments’ contribution increased frtBfo in 2010 to 14% in 2011, due
primarily to increased revenues from securities tg@ind funds management. We continued
our strategy of building our off-balance sheet assetagmment business, with growth of 27%
during 2011, and we continue to hold the position of leading Thuist with a market share of
65%. Scotia Jamaica Building Society, our retail mortgagesidiary, increased their
contribution from 5% last year to 6% this year, asewgerienced solid growth in our mortgage
portfolio throughout the year, and increased our markeé shahe retail mortgage market.

2011 Capital Adequacy Ratios

Our solid and consistent profitability over the years hanabled us to continue to maintain
strong capital ratios in all our business lines. DOespcreased capital requirements imposed on
the sector during 2011, our capital position remains welNalbhe regulatory minimum and very
strong by international standards. This strength dlsvsius to meet any new requirements or
capitalize on any business opportunities that may.arise



Shareholder 's Return

Our total shareholder return, including both dividends aadksprice appreciation, was 29%,

which compares favourably with the JSE index. We taldepn that fact that we've been able

to provide consistent, superior long-term returns to ouresledders over the years, and we are
positioned to continue to do SO going forward.

Q1/2012 Performance

To present a complete picture, we are pleased toiggught into our first quarter performance,
as many of our outcomes are a function of work thgabdast year.

For our first quarter this year, we posted net incon®2d47 billion. This was flat y/y which is
commendable given that benchmark interest rates declinewdsy90bp for the same period,
impacting our asset yields and margins. Earnings per &bhatiee quarter were $0.82, compared
to $0.83 for the same period last year.

Growth in Assets

We continued to experience solid asset growth, wittalTAssets increasing by $6.2 Billion or
1.91% year over year, and increasing in the first quart20b2 by $13.7 B or 4.14% to end the
period at $346 Billion. The significant growth in Q1/2012 waaimy reflected in the loan
portfolio, which was up $7 Billion over Oct 2011 and $13 Billover Q1/2011. Growth was
reflected in both the retail and commercial loan hids$.

Shareholders’ Equity

Our Shareholders’ equity grew to $61 Billion at the endaf 2012 as a result of the internally
generated profits. For the first quarter, a dividend ateBifscper share was declared, in keeping
with our objective of providing a steady income strearaur shareholders.

Strategic Accomplishments — 2011

Innovation and adaptability are important features ofatbdd’s leading companies. Scotiabank
stands among the best in the world in a number of wagisiding our delivery of new, relevant
solutions to our market. In 2011 we launched a number oftimégmand products including the:

Launch of New Products and Services
e LEAP Cash Management Systempur new business internet banking platform, with
enhancements both in functionality and efficiency.
o Improved User Interface
o0 Increased frequency and system availability for Paproltessing
0 Cross Currency and Third Party Transfers
» Aero Mastercard, offering our customers flexible travel rewards.
e Visa Debit Scotiacardwas launched in September 2011 and allows our customers to
make international purchases on channels not previouslkablieaio them.
e CrediScotia, a new subsidiary was formed to expand our services tewa market
segment: microfinance.



e Scotia Premium Money Market Fund— an innovative new investment product.

» Capital Markets Advisory Serviceswhich provides alternative funding options to our
corporate and commercial clients.

e Heritage Education Savings Plan

e Bank @ Work

Strong Growth in business lines

Through innovative programmes and partnerships, coupledstvithg sales management and
excellent work by our front-line team, we achieved our gbgrowing market share in Loans,
Deposits, Mortgages, and Unit Trusts/Mutual Funds.

Expense Management

We have implemented many supplier management initiathvaswill continue to hold costs
steady over the near term. Our consolidation andmalization initiatives have also resulted
in great cost savings for the Group.

Our 2011 Awards

We continue to be award-winning, with the quality of ourpattand operations recognized

locally and globally. In 2011 we received:

e Best Bank in Jamaica by Global Finance Magazine

e The Award for Excellence in recognition of outstandimmmtcibution to the promotion of
wellness and healthy lifestyles

e Best Consumer Internet Bank by Global Finance Magazine

» Silver Medal for being the “Best Contact Centre” - GatCentreWorld.com

e Best Trade Bank in Central America and the Caribbeathéyrade Finance Magazine

ScotiaFoundation

Through the Scotiabank Foundation we continued our philapithand development efforts in
the areas of Health, Education and Community. In 2011 SdmtiaFoundation donated $78
million to various projects and programmes.

In Health Care we focused on
» Scoliosis surgeries for 10 children
* 6 Patient monitors for the Kingston Public Hospitafthopedic ward
e Maintaining the Jamaica Cancer Society’s mobile mamnpdyranit, the Haemodialysis
Unit at the Cornwall Regional Hospital, and the Alesit and Emergency unit at the
University Hospital of the West Indies

In Education we
e Funded the Scotiabank Chair in Entrepreneurship and DeveftpTECH
e Awarded 200 Scholarships
e provided 1,000 students with breakfast daily
e equipped 150 Street Crossing Wardens islandwide with signarafeadms in our Street
Smart, Street Safe programme



In Community Care we
e provided meals for residents at the Golden Age Home
e Partnered with BREDS Foundation by funding the building aof multipurpose
basketball/netball court in Treasure Beach, St. Eidab

Strategic Priorities — 2012
As we look forward to the rest of this financial yeag will continue to focus on growing our
business through the following key strategies:
1. Sustainable Revenue Growth
e Increasing market share in under-represented segmentsom@tituimg to dominate
the markets in which we hold the majority share.
e Further enhancing our Customer Experience
e Expanding our sales channels to increase distributipactty, and to provide more
efficient and convenient options for customers

2. Expense Management & Efficiency
* We will continue to look at efficiency initiatives wte it makes sense both for the
business as well as for our customers.

3. Leadership and Capability Development
* We will continue to develop our people who continue tothee foundation of our
success. Our strategy is to ensure that we recradinrand develop the best
financial services team in the country.

4. Robust Risk Management Culture
* Fundamental to our long-term success is our tremendskismanagement culture
which permeates the organization. We have a robust riskgearent framework,
where risks are understood, measured and managed effecigelve continue to
operate in a changing financial landscape and an uncettdal economy, we will
continue to focus on strengthening our risk managemensinicure.

CONCLUSION

Our strong market position and brand, our effective busimesdel, and strong execution

capabilities place us in a good position to seize oppoiarand position ourselves for future
long-term, sustainable growth. Our strategic prioritied egrained core values will guide us,

as we continue to balance expectations for growth arfdrpgnce against acceptable levels of
risk and capital. We remain convinced that we have magleght strategic choices in critical

areas of our business, and are confident about our cathisigeess.

| thank our team members throughout the organisationpoard of directors, suppliers and
other key stakeholders; and most of all our customerstbervarious roles they play in
contributing to our success.

Thank you



