ROYAL BANK REPORTS SECOND QUARTER 2005 RESULTS

The financial information in this document is in Canadian dollars
and, commencing this quarter, is based on Canadian generally
accepted accounting principles (Canadian GAAP), unless other-
wise noted.

Second quarter 2005 highlights compared with the second

quarter of 2004:

e Second quarter net income of $907 million, up $147 million
or 19% from a year ago

e Diluted earnings per share (EPS) of $1.37, up $.23 or 20%

e  Return on common equity (ROE) of 19.9%, up 310 basis
points

e Total revenues of $4,734 million, up $226 million or 5%

* Non-interest expense of $2,721 million, down $26 million
or1%

e Total provision for credit losses of $116 million, down
$33 million

e Tier 1 capital ratio of 9.5%, up from 9.3%

TORONTO, May 27, 2005 — Royal Bank of Canada (RY on TSX &
NYSE) reported net income of $907 million for the second
quarter ended April 30, 2005, up 19% from a year ago. Diluted
EPS were $1.37, up 20%.

Commenting on the results, Gordon M. Nixon, President & CEO,
said, “We are pleased with the strong growth in our Canadian
Personal and Business operations, improved results in our U.S.
and International Personal and Business segment and consistent
performance from Global Capital Markets despite a difficult trading
environment in the latter part of the quarter. We continue to
benefit from low interest rates, a strong economy and relatively
benign credit conditions.”

Total revenues increased $226 million or 5% from a year ago,
reflecting higher volumes in our disability and group life insurance
operations, which have included the Canadian operations of
Provident Life and Accident Assurance Company (UnumProvident)
since May 1, 2004, strong loan and deposit growth, and
higher mutual fund revenues. These factors more than offset a
$115 million reduction in total revenues due to the strengthening
of the Canadian dollar versus the U.S. dollar, and a decline in
total trading revenues.

Non-interest expense decreased $26 million or 1% from a
year ago, largely reflecting successful cost containment efforts
and a $65 million decline in expenses due to the appreciation of
the Canadian dollar relative to the U.S. dollar. These factors more
than offset $59 million of higher costs associated with stock-
based compensation primarily in light of a significant apprecia-
tion in our common share price, and greater costs related to the
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expansion of our sales and service staff in Canada, and to adver-
tising and marketing in support of business growth.

The total provision for credit losses was $116 million
compared to $149 million a year ago.

The Tier 1 capital ratio was 9.5%, compared to 9.3% in the
second quarter of last year and 9.2% last quarter, while the
Total capital ratio was 12.8% versus 12.9% a year ago and 12.7%
last quarter.

Compared to the first quarter of 2005, net income was down
$72 million or 7% and diluted EPS were down $.13 or 9%, largely
reflecting lower trading revenues and three fewer days in the sec-
ond quarter compared to the first. These factors more than offset
higher revenues from growth in loans and deposits, and higher
insurance, securities brokerage, investment management and
mutual fund revenues. Overall revenues were down $94 million
or 2%. Non-interest expense was up $14 million or 1%, largely

reflecting higher costs associated with stock-based compensation
in light of a significant appreciation in our common share price.
Six-month net income was $1,886 million, up $340 million
or 22% from the first half of 2004, and six-month diluted EPS
were $2.87, up $.54 or 23%. The increase largely reflected higher
revenues from growth in loans and deposits and wider spreads,
as well as higher volumes in disability insurance product lines
(which has included UnumProvident since May 1, 2004) and in
most activities generating non-interest income except trading and
securities brokerage. In addition, non-interest expenses declined,
largely reflecting costs incurred in the first quarter of 2004
related to the settlement of a dispute with Cooperatieve Centrale
Raiffeisen-Boerenleenbank, B.A. and successful cost containment
efforts. The provision for credit losses was higher, reflecting a
$150 million general allowance reversal in the first quarter of 2004.

PRESIDENT & CHIEF EXECUTIVE OFFICER’S MESSAGE

We are pleased with the growth in each of our business segments
which resulted in a 19% growth in earnings in the second quarter.
We are particularly pleased with the 6% operating leverage
(the difference between revenue growth and non-interest
expense increase) we realized over last year’s second quarter.
It reflects a 1% decline in expenses, notwithstanding higher
stock-based compensation (primarily due to a significant appreci-
ation in our common share price) and the 5% growth in revenues.
We continue to enjoy strong loan and deposit volume growth and
market share increases in consumer lending products, as well
as higher investment management and mutual fund revenues.

Performance review

Our six-month 2005 performance, compared to our objectives for
the year, is shown on page 3. We met virtually all of our objectives.
Our share price to book value returned to the top quartile of the
S&P/TSX Composite Banks Index and our share price rose more
than the Index did this quarter. Earnings growth and ROE were
both above 20% and met our objectives. Revenue growth was at
the top end of our 6-8% objective, and we outperformed our
objective in the area of expense management. Portfolio quality
and capital management objectives were also met. Our dividend
payout ratio fell slightly short of our objective in light of the high
level of earnings in the first six months of this year. However, our
objective for 2005 remains unchanged.

Each of our three business segments grew its earnings in
the first half of the year — the Global Capital Markets segment by
$137 million or 34%, the U.S. and International Personal and
Business segment by $73 million or 72% (including strong earn-
ings growth in our U.S. Banking operations) and the Canadian
Personal and Business segment by $56 million or 5%.

Progress on our top 2005 priorities

We continued to take steps in the second quarter to achieve our
top priorities for 2005, which are to:

1) Improve revenue growth by meeting more of our clients’ needs

i Trademark or registered trademark of Starbucks Coffee Company.

* Visa Int./Starbucks Coffee Company and Royal Bank of Canada, Lic. Users.

2) Enhance efficiency and effectiveness so that we can provide
better value and service to clients

3) Generate better returns from our U.S. and International
Personal and Business segment

To grow revenues, we are continuing to optimize our distribution
channels, provide excellent product solutions to our clients

and enhance the client experience by simplifying our processes
and operations. During the quarter, we introduced a new
Starbucks® Duetto** Visa* Card in Canada and launched two new
term life insurance products. In the United States, RBC Centura
enhanced its commercial loan products while Global Private
Banking expanded our presence through a new office in

San Francisco. We broadened our Canadian retail distribution
reach via additional sales and service staff and we also plan

to open a few insurance branch outlets next to our bank branches
in Canada over the next few months to help expand our reach
and serve a wider range of our clients’ needs. Finding creative
new avenues for growth has been a part of our history and we will
continue to do so in the future.

To enhance efficiency and effectiveness, our business
segments and corporate support areas have all identified and are
executing numerous cost initiatives with specific targets for
which they are accountable. For example, the business segments
are streamlining head office and field support. Global Technology
and Operations is targeting savings by bringing together all of
our technology and operations groups, by consolidating operations
centres and by creating centres of excellence and expertise.

Each of our businesses in the U.S. and International Personal
and Business segment has refined its strategy to deliver optimal
returns. RBC Centura is focusing on meeting the needs of
businesses, business owners and professionals to leverage the
significant growth and profit opportunities of those clients.

Our Caribbean operations are looking to cross-sell products to
their clients to generate revenue growth. RBC Dain Rauscher is
focusing on providing a broader array of products to its clients.



Global Private Banking is continuing to expand its distribution
network and better serving its clients through expanded product
offerings and a new primary relationship manager service model.
Following a strategic review of our U.S. operations, we deter-
mined that RBC Mortgage Company was no longer a core busi-
ness that would positively contribute to our U.S. operations.
Accordingly, during the quarter we identified RBC Mortgage
Company as discontinued operations and, on May 27th,
announced an agreement to sell certain assets of the company.
In addition, our new structure introduced late last year
(which combines all these U.S. and international personal and
business operations in one business segment) has made it easier
for these complementary businesses to leverage each other’s
product development and distribution strengths, where appropri-
ate, to provide clients a broader range of services. For example,
RBC Dain Rauscher has partnered with Global Private Banking to
offer a credit solution to meet the needs of high net worth clients.

PERFORMANCE COMPARED TO OBJECTIVES
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Our priorities and initiatives are intended to serve our
clients better and make us more efficient. We intend to keep RBC
at the forefront of the financial services industry in Canada and to
grow our international operations in a profitable manner.
Ultimately, we aim to deliver top quartile returns and valuation
to our shareholders.

Finally, | would like to acknowledge the strong contribution
of our people, who have made us one of Canada’s most
respected corporations. We owe our success to them and to
the clients they serve.

Gordon M. Nixon
President & Chief Executive Officer

2005 objectives

Six-month performance

1. Valuation
Maintain top quartile valuation levels:

e Share price/book value:

e Share price/earnings:

Share price growth:

2. Earnings growth

Grow diluted earnings per share by:

3. Return on common equity (ROE)
Achieve an ROE of:

4. Revenue growth
Achieve revenue growth of:

5. Non-interest expense control
Limit expense growth to:

6. Portfolio quality

Achieve a ratio of specific provisions
for credit losses to average loans and acceptances:

7. Capital management
Capital ratios (6): Tier 1 capital
Total capital

8. Dividend payout ratio (7):

1st quartile of S&P/TSX
Composite Banks Index (1)

1st quartile of S&P/TSX

Composite Banks Index (1)

Above S&P/TSX Composite Banks Index
20%+ (1)

18-20% (1)

6-8% (1), (4)

Less than 3% (1)

.35-.45% (1)

8-8.5%
11-12%

40-50% (1)

1st quartile of S&P/TSX
Composite Banks Index (2)

2nd quartile of S&P/TSX

Composite Banks Index (3)

Above S&P/TSX Composite Banks Index
23%

20.9%

8%

@)%

17% (5)

9.5%
12.8%

38%

(1)  These objectives were established in late 2004 when U.S. GAAP was our primary GAAP for reporting purposes. Although we adopted Canadian GAAP as our primary GAAP effective this quarter,
we are maintaining these objectives for 2005 since our performance under U.S. and Canadian GAAP does not differ materially.

(2)  Computed by us on April 30, 2005, based on book values at January 31, 2005.

(3)  Computed by us on April 30, 2005, based on analysts’ average diluted EPS estimates for 2005.

(4) Based on our expectation of an average Canadian dollar value of US$.80 in 2005.

(5)  A$52 million transfer of the allocated specific allowance to the allocated general allowance during the first quarter 2005 decreased this ratio by .06%.

(6)  Calculated using guidelines issued by the Office of the Superintendent of Financial Institutions Canada (OSFI).

(7)  Common dividends as a percentage of net income after preferred dividends.
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SECOND QUARTER BUSINESS HIGHLIGHTS

Key second quarter 2005 announcements, product enhancements
and recognition for each of our business segments are discussed
below.

Canadian Personal and Business

RBC Asset Management achieved more than $2.1 billion in
net sales of long-term funds during the quarter, outpacing
the next closest fund company by more than $500 million.
This marks the sixth consecutive quarter in which RBC Asset
Management has been the industry leader, driven by strong
advisor and client demand for its products across multiple
distribution channels.

In February, RBC Royal Bank and Starbucks® Coffee Company
introduced a new hybrid card that combines an RBC Visa card
with the popular, reloadable Starbucks Card. The Starbucks
Duetto** Visa* Card - the first of its kind in Canada — offers
coffee-loving consumers the ability to pay, reload, earn and
redeem rewards with one convenient card.

In February, Global Insurance launched two new term life
insurance products. The new Term 10 and Term 20 options
provide Canadians with affordable term life insurance coverage
for 10- or 20-year terms and also offer the option to convert
the insurance to permanent universal life insurance coverage
at the end of the term. The products were designed to offer
insurance coverage to a broader range of clients and include
new optional features such as coverage for children and
accidental death.

. and International Personal and Business

RBC Centura enhanced its suite of commercial and small
business products with the introduction of a new wholesale
lockbox service, and an enhanced owner-occupied small
business loan designed specifically for professionals which
allows long-term financing of their offices. In addition, RBC
Centura introduced a new chequing account for employees
of commercial clients, and a new home financing option with
favourable terms for professionals and executives.

RBC Dain Rauscher introduced RBC Premier Line of Credit,

in partnership with Global Private Banking. This product,
designed to meet the credit needs of high net worth clients,
is a revolving line of credit secured by one or more of a client’s
eligible investment accounts. The program offers either a
variable or fixed rate based on the London Interbank Offered
Rate (LIBOR) as the reference rate, giving RBC Dain Rauscher
clients the opportunity to borrow money for their personal
needs without selling their investments or disrupting their
investment strategy.

Global Private Banking expanded its presence in the

United States by opening a new representative office in

San Francisco. The office broadens Global Private Banking’s
footprint in the United States, with a focus on serving high
net worth clients and a diverse mix of individuals and families
from around the world who live on the west coast and have
international financial planning needs.

Global Capital Markets

In its annual foreign exchange survey, Euromoney magazine
ranked Global Capital Markets the top Canadian dollar trader
in the world. RBC also ranked 15th in the world based on its
overall market share of the trillion-dollar-a-day global foreign
exchange market.

Bloomberg Markets magazine ranked global investment banks
based on the fees they generated in 2004 from mergers

and acquisitions advisory and debt and equity underwriting
mandates. Global Capital Markets ranked 13th overall and
11th based on its share of the market for global debt issues.
Among several notable transactions done in the second
quarter, Global Capital Markets acted as financial advisor to
the Yellow Pages Group in its $2.55 billion acquisition of
Active Directories Solutions. We also acted as global
co-ordinator and joint book-runner for a concurrent offering

of common shares ($420 million), convertible notes

($300 million) and a credit facility ($300) for Ace Aviation.

In the energy sector, RBC was the exclusive financial advisor
to BP Canada Energy Company and Chevron Canada
Resources in the sale of their respective interests in Central
Alberta Midstream Services to SemCanada L.P.

In March, RBC became the first Canadian bank to become a
member of the Australian Stock Exchange, positioning the
firm to play an even stronger role in the mining sector that is
enjoying buoyant market conditions.

Institutional & Investor Services (lI1S) was ranked number one
in the world for Global Custody Services in the Global Investor
magazine 2005 Global Custody Survey results, announced
May 6, 2005. In addition to its number one overall ranking
for the second consecutive year, IIS was also voted first
among European respondents, European institutional fund
managers and European mutual fund managers. IS was also
voted first in a number of other categories, including quality
of client service, technology, range of services and securities
lending. This prestigious ranking builds on the momentum
created with our number one ranking in the 2004 Global
Investor survey, our “Top-Rated #1” status in the Global
Custodian Agent Bank review, and our number one ranking
in the R&M Consultants survey this past March.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS FOR SECOND QUARTER 2005

This discussion and analysis of our financial condition and results of operations is provided to enable a reader to assess material changes in our financial condition and
results of operations for the three- and six-month periods ended April 30, 2005, compared to the corresponding period in the preceding fiscal year with emphasis on the
three-month comparison. The overview of management’s discussion and analysis highlights selected information and may not contain all information that is important to the
reader. For a complete understanding of trends, events, uncertainties and the effect of critical accounting estimates on our results and financial condition this management’s
discussion and analysis should be read carefully together with our Interim Consolidated Financial Statements and related notes and our 2004 Annual Report. This manage-
ment’s discussion and analysis is dated May 27, 2005. It is prepared in accordance with Canadian generally accepted accounting principles (GAAP) and all amounts are in

Canadian dollars, unless otherwise specified.

Additional information relating to Royal Bank of Canada, is available free of charge on our website at rbc.com, on the Canadian Securities Administrators’ website at
sedar.com and on the EDGAR section of the United States Securities and Exchange Commission’s website at sec.gov.

RBC OVERVIEW

ROYAL BANK OF CANADA (TSX, NYSE: RY) uses the initials RBC as a
prefix for its businesses and operating subsidiaries, which operate
under the master brand name of RBC Financial Group. We are
Canada’s largest bank as measured by assets, and one of

North America’s leading diversified financial services companies.
We provide personal and commercial banking, wealth manage-
ment services, insurance, corporate and investment banking,
and transaction processing services on a global basis. We employ
over 60,000 people who serve more than 12 million personal,
business and public sector clients through offices in North America
and some 30 countries around the world.

Realignment and Client First Initiative

Effective November 1, 2004, we realigned our organizational
structure, resources and processes to meet the financial needs of
our clients more effectively across all of our businesses. As part
of the realignment, our five previous business segments were
realigned into three business segments structured around client
needs and geographic location. All other enterprise level activities
that are not allocated to these three business segments are
reported under our fourth segment, Corporate Support. This

new management structure is the basis on which we report our
segmented information. Each of our new segments is detailed
below. Coincident with our realignment, we launched our Client
First Initiative, which comprises activities to find new ways to
generate stronger revenue growth and streamline our organiza-
tion for faster decision-making, quicker implementation and bet-
ter productivity.

Canadian Personal and Business

The Canadian Personal and Business segment consists of our
banking and investment businesses in Canada and our global
insurance businesses. This segment provides financial products
and services to over 11 million personal and business clients
through a variety of distribution channels including branches,
business banking centres, automated banking machines, full-
service brokerage operations, career sales forces, the telephone,
internet channels and independent third-party distributors.

This segment is comprised of the following:

Personal Lending focuses on meeting the needs of our indi-
vidual clients at every stage of their lives through a wide range
of products including home equity financing, personal financing
and credit cards.

Personal Payments and Client Accounts provides core
deposit accounts, transactional payment services, foreign
exchange and other related services to individual clients.

Investment Management provides full-service and discount
brokerage, asset management, trust services and other invest-
ment products.

Business Markets offers a wide range of lending, deposit
and transaction products and services to small and medium-sized
business and commercial, farming and agriculture clients.

Global Insurance offers a wide range of creditor, life,
health, travel, home and auto insurance products and services
to individual and business clients in Canada and the U.S., as well
as reinsurance for clients around the world.

U.S. and International Personal and Business

The U.S. and International Personal and Business segment
consists of banking and retail brokerage businesses in the U.S.,
banking in the Caribbean, and private banking internationally.
This segment is comprised of the following:

Banking comprises our U.S. and Caribbean banking opera-
tions. These businesses offer a broad range of banking products
and services to personal and business clients their respective
markets. Following a strategic review of our U.S. operations, we
determined that RBC Mortgage Company was no longer a core
business that would positively contribute to our U.S. operations.
Accordingly, during the quarter we identified RBC Mortgage
Company as discontinued operations and, on May 27th,
announced an agreement to sell certain assets of the company.
Refer to Note 3 of the Interim Consolidated Financial Statements.

Wealth Management comprises certain activities of RBC Dain
Rauscher (the fixed income business is reported in Global Capital
Markets as part of its global debt business) and Global Private
Banking. In the U.S. we offer investment, advisory, and asset
management services to individuals, and clearing and execution
services to small and mid-sized independent broker-dealers
and institutions. Internationally, we offer private banking, trust
services, investment management and investment advisory solu-
tions to high net worth clients.

Global Capital Markets

Global Capital Markets provides a wide range of investment
banking, sales and trading, research and related products and
services to corporations, governments and institutional clients in
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North America and specialized products and services globally.
This segment is comprised of the following:

Global Markets consists of our global debt (including the
fixed income business of RBC Dain Rauscher, as noted above),
money market, foreign exchange, derivatives, alternative assets,
private debt and equity, and proprietary trading businesses.

Global Investment Banking and Equity Markets consists of
our corporate and investment banking (including the strategic
lending portfolio), and equity sales and trading businesses.

Other consists of custody and investment administration
services, correspondent banking services, commercial banking,
research, the non-strategic lending portfolio and centralized
management associated with the segment’s lending portfolios.

Corporate Support

The Corporate Support segment comprises our operations

and technology groups, corporate treasury and other corporate
functions. These groups and functions primarily incur costs

that are attributed to the respective business segments based
on methodologies outlined in “Business Segment Results.”

The reported results for this segment largely reflect consolidation
adjustments and activities that are undertaken for the benefit of
the organization and are not allocated to the business segments.
These activities may include transactions undertaken for the
management of liquidity, capital or risk for strategic purposes.

SELECTED CONSOLIDATED FINANCIAL INFORMATION AND OTHER HIGHLIGHTS

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

(C$ millions) except per share amounts 2005 2005 2004 2005 2004
Total revenues S 4734 $ 4828 $ 4508 S 9,562 $ 8,825
Non-interest expense (NIE) 2,721 2,707 2,747 5,428 5,554
Provision for credit losses (PCL) 116 108 149 224 124
Insurance policyholder benefits, claims and acquisition expense 622 582 508 1,204 960
Business realignment charges 4 2 - 6 -
Net income before income taxes 1,271 1,429 1,104 2,700 2,187

Net income

S 907 $ 979 % 760 S 1,886 $ 1,546

Segments — net income
Canadian Personal and Business
U.S. and International Personal and Business
Global Capital Markets
Corporate Support
Total net income

S 531 % 603 % 503 §$ 1,134 $ 1,078

77 98 40 175 102
286 257 229 543 406
13 21 (12) 34 (40)

S 907 $ 979 % 760 $ 1,886 $ 1,546

Selected information
Earnings per share (EPS) — diluted
Common share price — close (as at quarter-end)
Return on common equity (ROE) ()
Return on risk capital (RORC) 2
Net interest margin (NIM) 3)
Efficiency ratio &)

Capital ratios (5)
Tier 1 capital ratio (5)
Total capital ratio (5)
Average common equity (1)
Average risk capital )

Selected balance sheet data

S 137 $ 1.50 $ 114 S 287 $ 2.33
S 7495 $ 6310 $ 6095 S 7495 $  60.95

19.9% 21.9% 16.8% 20.9% 17.3%
32.4% 34.6% 27.3% 33.5% 27.8%
1.63% 1.56% 1.49% 1.60% 1.52%
57.5% 56.1% 60.9% 56.8% 62.9%
9.5% 9.2% 9.3% 9.5% 9.3%
12.8% 12.7% 12.9% 12.8% 12.9%

$ 18400 $ 17600 $ 18,150 S 18,000 $ 17,800

$ 11350 $ 11,150 $ 11,200 S 11,250 $ 11,050

Total assets S 435,442 $ 428,230 $ 425,690 S 435,442 $ 425,690
Securities 139,585 136,760 135,532 139,585 135,532
Personal loans 131,019 128,771 120,619 131,019 120,619
Business and government loans 49,779 49,757 50,130 49,779 50,130
Deposits 283,492 280,020 271,585 283,492 271,585
Business information
Employees (full-time equivalent) 60,991 61,915 60,775 60,991 60,775
Bank branches 1,408 1,405 1,417 1,408 1,417
Business banking centres 65 65 65 65 65
Automated banking machines 4,363 4,396 4,429 4,363 4,429
Period average USD equivalent of C$ 1.00 811 .827 47 .819 .756
Period end USD equivalent of C$ 1.00 .795 .806 729 .795 729

(1)  Average common equity and the Return on common equity are calculated using month-end balances for the period. Refer to “Performance measures” for further discussion and to Appendix A

for a reconciliation of balances and calculations.

(2)  Average risk capital and the Return on risk capital are non-GAAP financial measures. Refer to “Performance measures” for further discussion and to Appendix A for a reconciliation of balances and

calculations.
3) NIM is calculated as Net interest income divided by Average assets.

(4) Efficiency ratio is calculated based on non-interest expense as a percentage of total revenues.

(5)  Calculated using guidelines issued by the Office of the Superintendent of Financial Institutions Canada (OSFI).



ROYAL BANK OF CANADA  SECOND QUARTER 2005 7

BUSINESS OVERVIEW

Our overall results benefited from an expanding North American
economy resulting in increases in demand for consumer and
business loans and related financing products. Favourable credit
conditions were supported by relatively low interest rates, solid
business and household balance sheets and employment gains.
However, continued uncertainty concerning the sustainability of
U.S. economic growth alongside rising interest rates and energy
prices, widening credit spreads and deterioration in the auto
sector led to softer equity markets in both Canada and the U.S.
and negatively impacted the performance of some of our capital
market businesses.

We reported net income of $907 million for the second
quarter ended April 30, 2005, up $147 million or 19% from a year
ago. Diluted EPS were $1.37, up $.23 or 20%. ROE was 19.9%
compared to 16.8% a year ago. Revenues increased by 5%, while
non-interest expense decreased by 1%. The 5% revenue growth
was largely due to strong revenue growth on increased business
volume across all Canadian Personal and Business lines of busi-
ness, partially offset by the appreciation of the Canadian dollar
relative to the U.S. dollar and lower trading revenues. The 1%
decline in non-interest expense was largely due to successful
cost-containment efforts, a reduction in variable compensation
and a decline in expenses due to the appreciation of the
Canadian dollar relative to the U.S. dollar. This was partly offset
by higher stock-based compensation resulting from the significant
appreciation of our common share price and stronger earnings.
Lower provisions for credit losses, reflecting a favourable resolu-
tion of a previously impaired corporate account, and a lower effec-
tive tax rate also contributed to the improvement in the quarter.

Canadian Personal and Business net income increased by

$28 million or 6% from a year ago, primarily due to strong vol-
ume and revenue growth in all of our businesses, but in particular
our lending, investment and disability insurance businesses
(which have included the Canadian operations of Provident Life
and Accident Assurance Company (UnumProvident) since May 1,
2004). Non-interest expense increased by 10% largely reflecting
higher human resource costs related to increased sales and
service personnel in our distribution network, higher stock-based
compensation and increased variable compensation on higher
revenue and earnings growth.

U.S. and International Personal and Business net income of
$77 million increased $37 million or 93% from last year. Our
discontinued operations of RBC Mortgage Company had a net loss
of $9 million compared to net income of $1 million a year ago,
largely due to lower mortgage originations, mortgages held for
sale and net interest margin. Net income from continuing opera-
tions of $86 million increased $47 million or 121% over the prior
year, largely reflected a strong improvement in our banking oper-
ations due to solid revenue growth and ongoing cost-containment
initiatives. Non-interest expense was also down from a year ago,
partially reflecting the negative impact of a $33 million valuation
allowance that was established in the second quarter of 2004,
for which there was no comparable item this year.

Global Capital Markets net income increased by $57 million or
25% from a year ago, despite lower revenues, due to lower vari-
able compensation and a $43 million recovery of credit losses

resulting from the favourable resolution of a previously impaired
loan. Revenues decreased by $48 million or 5% reflecting weaker
trading results, lower results in our strategic transactions group
and lower advisory and equity origination as overall market con-
ditions were very challenging for several businesses during the
quarter. Higher debt origination and private equity returns par-
tially offset the decline in revenue.

Corporate Support net income of $13 million largely reflected
interest received on the favourable resolution of disputed tax
items relating to the tax periods from 1993 to 1998.

Compared to the first six months of 2004, net income was up
$340 million or 22%. The increase largely reflected higher
revenues, up $737 million or 8%, from growth in loans and
deposits and wider spreads, as well as higher volumes in disabil-
ity insurance product lines (which includes UnumProvident).
Non-interest expense decreased $126 million or 2% largely
reflecting the $74 million Cooperatieve Centrale Raiffeisen-
Boerenleenbank, B.A. (Rabobank) settlement costs, net of related
reductions in compensation and tax expense incurred in the first
quarter of 2004 and strong cost management efforts in 2005.
These items were partially offset by an increase in provision for
credit loss of $100 million, largely reflecting the $150 million
general allowance reversal in the first quarter of 2004, and the
appreciation of the Canadian dollar against the U.S. dollar.

Compared to Q1 2005, net income was down $72 million or 7%
largely reflecting lower revenues and higher expenses in the quar-
ter. Revenues were down $94 million or 2% due to lower trading
revenues and three fewer business days in the second quarter,
which was somewhat offset by higher revenues from growth in
loans and deposits, higher revenues from our investment and
insurance businesses and the positive effect of the decline of the
Canadian dollar against the U.S. dollar in the quarter. Non-interest
expense was up $14 million or 1%, largely reflecting higher stock-
based compensation and a $15 million increase in expenses due
to the weakening of the Canadian dollar.

U.S. geographic operations’ net income in the current period,
including the discontinued operations of RBC Mortgage Company,
was $126 million, up from $60 million a year ago, primarily due
to increases in banking revenues and lower non-interest expense.
The non-interest expense was lower partially reflecting the nega-
tive impact of a $33 million valuation allowance that was estab-
lished in the second quarter of 2004, for which there was no
comparable item this year. Net income for the six months ended
was $210 million, up from $13 million, reflecting higher banking
revenues and a decrease in non-interest expense from the prior
year period, which included the Rabobank settlement costs,

net of related reduction in compensation and tax expense. Net
income from our U.S. geographic operations was also up $42 mil-
lion from the prior quarter, largely reflecting lower compensation
costs and effective tax rates.

Capital ratios

As at April 30, 2005, our Tier 1 capital ratio of 9.5% compared
favourably to 9.3% last year and 9.2% in the first quarter of 2005.
Our Total capital ratio was 12.8% compared to 12.9% a year ago
and 12.7% in the first quarter of 2005.
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Impact of U.S. vs. Canadian dollar

For the three For the six

months ended months ended

Q2 2005 vs. Q2 2005 vs.

(C$ millions) Q12005 Q2 2004 Q22004
Total revenues S 25 S (115) $ (215)
Non-interest expense (15) 65 125
Net income 5 (20) (45)
EPS - diluted S 01 S (03 S  (07)

Our U.S. dollar-denominated results are affected by fluctuations in
the U.S. dollar/Canadian dollar exchange rates. The average
Canadian dollar appreciated 9% relative to the U.S. dollar from the
corresponding period a year ago, resulting in a $20 million decrease

in our U.S. dollar-denominated net income and a reduction of $0.03
on our current quarter’s diluted EPS. The average U.S./Canadian
dollar exchange rate decreased 2% from the prior quarter resulting
in an increase in our U.S. dollar-denominated net income in the cur-
rent quarter of $5 million.

U.S. GAAP

Under U.S. generally accepted accounting principles (U.S. GAAP),
net income was $936 million, up $162 million or 21% from a year
ago, and diluted EPS were $1.41, up $.25 or 22%. U.S. GAAP net
income was $29 million higher than Canadian GAAP net income in
the second quarter of 2005, largely due to differences in insurance
accounting and stock appreciation rights under the two GAAPs.
Refer to Note 13 of the Interim Consolidated Financial Statements
for details.

CONSOLIDATED RESULTS

The following provides a discussion of our reported results of operations. Factors that primarily relate to a specific segment are discussed
in detail in the respective segment results section. In addition to providing an analysis of the current period to the comparable quarter a
year ago, we have also included an analysis in comparison to the preceding quarter.

Total revenues

The following table presents our revenues by key products and services:

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30
(C$ millions) 2005 2005 2004 2005 2004
Interest income S 4082 $ 383 $ 3312 S 7935 $ 6,736
Interest expense 2,300 2,114 1,735 4,414 3,532
Net interest income S 1,782 $ 1,739 $ 1577 S 3,521 $ 3,204
Investments (brokerage, investment management and mutual funds) S 851 $ 798 % 832 $ 1,649 $ 1,634
Insurance (premiums, investment and fee income) 813 773 675 1,586 1,288
Banking (service charges, foreign exchange other than trading,
credit fees and mortgage banking) 577 610 608 1,187 1,122
Trading 260 428 392 688 818
Underwriting and other advisory 266 276 275 542 487
Other (other non-interest income, gain/loss on securities sale and
securitization) 185 204 149 389 272
Non-interest income $ 2952 $ 308 $ 2931 S 6,041 $ 5621
Total revenues S 4734 $ 4828 $ 4508 S 9562 $ 8,825

Q2 2005 vs. Q2 2004

Total revenues increased $226 million or 5% from a year ago
reflecting higher volumes in our disability insurance businesses
(which includes UnumProvident) and strong loan and deposit
growth, reflecting favourable North American business conditions.
The increase was partially offset by a reduction of $115 million
due to the strengthening of the Canadian dollar versus the

U.S. dollar and a decline in Trading revenues.

Net interest income increased $205 million or 13%, largely dri-
ven by increased loan volumes in both Canada and the U.S. and
higher dividend revenues related to our global arbitrage strategies.

Insurance-related revenues increased $138 million or 20%,
largely due to increases in our disability insurance business,
which includes UnumProvident. Growth in home and auto sales
also contributed to the increase.

Banking revenues decreased $31 million or 5% largely
reflecting weaker foreign exchange activity due to lower corporate

client volumes in response to decreased U.S. dollar volatility in
the quarter and a decrease in mortgage originations.

Trading revenues decreased $132 million or 34% primarily
due to lower returns from proprietary equity trading and lower
foreign exchange revenues.

Other revenues increased $36 million or 24% largely due
to changes in the value of derivatives for which hedge accounting
was not applied and higher private equity returns.

Q2 2005 vs. Q2 2004 (Six months ended)

Total revenues increased $737 million or 8% from the same period
last year. Increases were realized across all product categories,
with the exception of Trading which was lower by $130 million.
This more than offset the $215 million reduction in revenues
due to the strengthening of the Canadian dollar against the

U.S. dollar.



Net interest income increased $317 million or 10%, largely
driven by increased loan and deposit volumes in both Canada and
the U.S. and higher dividend revenues related to our global arbi-
trage strategies.

Insurance-related revenues increased $298 million or 23%,
largely in the disability insurance business (which includes
UnumProvident), and growth in home and auto, partially offset by
the effect of the sale of Liberty Insurance Services Corporation
(Liberty Insurance Services), in the first quarter of 2005.

Banking revenues increased $65 million or 6% largely
reflecting better pricing in our mortgage origination business and
higher revenues from account fees.

Trading revenues decreased $130 million or 16% primarily due
to lower results in equity trading as a result of market conditions.
Underwriting and other advisory revenues increased by
$55 million or 11% due to increases in equity underwriting activity,
largely reflecting our lead position in a large offering in the first

quarter this year and higher debt origination volumes.

Other revenues increased $117 million or 43% due to
changes in the value of derivatives for which hedge accounting
was not applied, a higher level of securitizations, gains on the
disposition of equity investments and a gain on the sale of
Liberty Insurance Services.

Non-interest expense
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Q2 2005 vs. Q1 2005

Total revenues decreased $94 million or 2% over the prior quarter.
Decreases were largely in Trading and Banking. This was partially
offset by increases in Investments, Net interest income and
Insurance and a $25 million increase due to the weakening of the
Canadian dollar against the U.S. dollar.

Net interest income increased $43 million or 2%, largely
driven by increased loan and deposit volumes and higher divi-
dend revenues related to our global arbitrage strategies, partially
offset by three fewer days in the current quarter.

Investments revenues increased $53 million or 7%, on strong
mutual fund fees due to higher net sales and capital appreciation,
partially offset by lower brokerage revenues due to lower trading
volumes.

Insurance-related revenues increased $40 million or 5%,
due to higher reinsurance volumes and strong seasonal travel
insurance sales.

Banking revenues decreased $33 million or 5% largely due
to three fewer days in the current quarter and lower credit card
revenue from a seasonal drop in consumer spending.

Trading revenues decreased $168 million or 39% largely due
to lower proprietary equity returns, and lower foreign exchange
revenues due to lower U.S. dollar volatility and client volume.

The following table presents the main components of non-interest expense.

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

(C$ millions) 2005 2005 2004 2005 2004
Salaries S 797 % 833 $ 818 $§ 1,630 $ 1,641
Variable compensation 555 579 606 1,134 1,152
Stock-based compensation 80 28 21 108 41
Benefits and retention compensation 301 291 284 592 571
Human resources $ 1,733 $ 1,731 $ 1,729 S 3464 $ 3,405
Equipment 245 233 228 478 449
Occupancy 198 185 189 383 370
Communications 158 158 180 316 333
Professional and other external services 193 188 203 381 369
Other expenses 178 196 197 374 591
Amortization of intangibles 16 16 21 32 37
Non-interest expense S 2,721 $ 2,707 $ 2,747 S 5428 $ 5,554

Q2 2005 vs. Q2 2004

Non-interest expense decreased $26 million or 1% from a year ago,
largely reflecting successful cost-containment efforts, a reduction
in variable compensation and a $65 million decline in expenses
due to the appreciation of the Canadian dollar relative to the U.S.
dollar. These factors more than offset $59 million of higher costs
associated with stock-based compensation in light of the signifi-
cant appreciation in our common share price and stronger earn-
ings, and higher costs in support of the increased sales and service
personnel in our Canadian branch network. Advertising and mar-
keting costs were also up in support of business growth.

Q2 2005 vs. Q2 2004 (Six months ended)

Non-interest expenses decreased $126 million or 2%, largely
reflecting the Rabobank settlement costs, net of related reduc-
tions in compensation and tax expense, incurred in the first quar-
ter of 2004, a $125 million decline in expenses due to the
significant appreciation of the Canadian dollar relative to the U.S.
dollar, lower variable compensation and lower communication
costs. These factors were partially offset by higher costs associ-
ated with stock-based compensation in light of the significant
appreciation in our common share price, and greater costs in sup-
port of the increased sales and service personnel in our Canadian
branch network.
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Q2 2005 vs. Q1 2005

Non-interest expenses increased $14 million or 1%, partially
reflecting higher costs associated with stock-based compensa-
tion in light of a significant appreciation in our common share
price and a $15 million increase in expenses due to the weaken-
ing of the Canadian dollar relative to the U.S. dollar in the current

Provision for credit losses

quarter. Higher equipment and occupancy costs, reflecting higher
infrastructure costs in support of our business growth, were
largely offset by reductions in seasonal and support personnel
and reductions in variable compensation on lower revenues

and earnings.

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

(C$ millions) 2005 2005 2004 2005 2004
Personal S 124 % 102 $ 116 S 226 $ 208
Business and government (19) (49) 33 (68) 66
Specific S 105 $ 53 % 149 §$ 158 $ 274
General 11 55 - 66 (150)

Provision for credit losses (PCL)

S 116 $ 108 $ 149 S 224 % 124

Q2 2005 vs. Q2 2004

Total provision for credit losses decreased by $33 million or 22%
from a year ago. This reduction was mainly due to the reversal

of allowances resulting from the favourable resolution of a corpo-
rate account, which had previously been classified as impaired in
Global Capital Markets.

Specific provision for credit losses for personal loans
increased $8 million or 7% from a year ago. The increase was
largely due to higher provisions in our Canadian credit cards
and personal credit line portfolios reflecting portfolio growth.
The increase was partially offset by a year-over-year decrease in
the student loan portfolio, as it is being run-off. Specific provisions
on business and government portfolios decreased $52 million,
largely reflecting the favourable resolution of the impaired
account, as noted above, and a reduction in provisions in our
small business portfolio. This decrease was partially offset by a
provision booked in the merchant card operations of Moneris
Solutions, Inc. (Moneris), of which we consolidated our propor-
tionate share (50%), or $17 million.

Q2 2005 vs. Q2 2004 (Six months ended)

Total provision for credit losses for the six months ended April 30,
2005 increased $100 million or 81% over the same period a year
ago. The increase largely reflected the reversal of $150 million

of the general allowance in the first quarter of 2004 and higher
provisions in our Canadian credit card and personal credit line
portfolios largely due to portfolio growth. These items were par-
tially offset by higher recoveries in our commercial and corporate
portfolios and lower losses in our small business portfolio.

Q2 2005 vs. Q1 2005
The total provision for credit losses increased $8 million or 7%
from the prior quarter.

The $22 million increase in specific provisions for personal
portfolios largely reflected an increase in student loan provisions
due to seasonal factors and higher credit provisions in the Canadian
credit cards and credit line portfolios due to portfolio growth.

The current period recovery of $19 million on our business
and government portfolios reflects the favourable resolution
of the impaired account, noted above, offset by a $17 million

provision relating to amounts booked at Moneris and an increase
in losses to small businesses. Though the current period recovery
on our business and government portfolio appears less
favourable than the prior period recovery of $49 million, the
prior period recovery largely reflected a transfer of $52 million
from the specific allowance to the general allowance resulting
from the alignment of our enterprise-wide accounting treatment
for the allowance for credit losses.

The decrease in our general provision of $44 million is
largely due to the transfer of the specific allowance to the general
allowance as mentioned above.

Insurance policyholder benefits, claims and acquisition expense
Q2 2005 vs. Q2 2004

Insurance policyholder benefits, claims and acquisition expense
increased $114 million or 22% over the prior year commensurate
with higher volumes in the disability insurance business, which
included UnumProvident since May 1, 2004. In the current quarter,
increases in policyholder benefits, reflecting the decrease in both
the long- and mid-term interest rates, were mostly offset by reduc-
tions in disability incidence rates reflecting improved experience.

Q2 2005 vs. Q2 2004 (Six months ended)

Insurance-related costs for the six months ended April 30, 2005
increased $244 million or 25% over the prior period, due to higher
volumes in the disability insurance business, which includes
UnumProvident.

Q2 2005 vs. Q1 2005

Insurance policyholder benefits, claims and acquisition expense
increased $40 million or 7% over the previous quarter. This
largely reflected increases in claims costs commensurate with
increases in revenues and business volumes. Additionally, we
increased our policyholder benefits this quarter in conjunction
with decreases in both the long- and mid-term interest rates, which
were partially offset by reductions to reflect improved disability
incidence experience. Policyholder benefits, in the prior quarter,
also reflected adjustments related to the tax treatment of certain
invested assets and improving disability termination experience.



Income taxes
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For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30
(C$ millions) 2005 2005 2004 2005 2004
Net income before income tax S 1,271 $ 1,429 % 1,104 S 2,700 $ 2,187
Income tax expense 347 442 344 789 637
Effective tax rate 27.3% 30.9% 31.2% 29.2% 29.1%

Q2 2005 vs. Q2 2004

The 3.9% reduction in our effective tax rate from the prior year

is primarily due to higher net income reported by our foreign
subsidiaries operating in lower tax rate jurisdictions. A small
reduction (0.3%) in the Canadian corporate tax rates in 2005 also
contributed to the reduction.

Q2 2005 vs. Q2 2004 (Six months ended)

The effective tax rate for the year to date has remained flat from
the prior year due to the offsetting circumstances of lower 2004
income reported by our foreign subsidiaries operating in higher tax
rate jurisdictions compared with higher 2005 income reported by
our foreign subsidiaries operating in lower tax rate jurisdictions.

Q2 2005 vs. Q1 2005

The reduction in the effective tax rate of 3.6% is primarily due to
higher income reported by our foreign subsidiaries operating in
lower tax rate jurisdictions.

Business realignment charges

We continued to implement the cost-reduction initiatives in
connection with our business realignment, which was approved
by the Board of Directors on September 9, 2004. The $4 million
expensed in the quarter related to outplacement services and
additional amounts for branch closures. We expensed $2 million
in the prior quarter relating to additional employee-related items.

Liability balance

As at

April 30 January 31 October 31
(C$ millions) 2005 2005 2004
Employee-related S 131 $ 156 $ 166
Premises-related 11 11 13
Other 1 11 13

Total business realignment charges

S 143 $ 178 $ 192

The business realignment liability decreased by $35 million from
the first quarter of 2005 largely due to employee-related pay-

ments for income protection and other payments for professional
fees related to strategic and organizational advice provided to us
with respect to the business realignment initiatives. Although we

expect the majority of our realignment initiatives to be completed
by the end of fiscal 2005, certain lease obligations and payments
related to income protection will extend beyond that time.

Refer to Note 2 of the Interim Consolidated Financial Statements.

ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies and estimates

Our Interim Consolidated Financial Statements have been prepared
in accordance with Canadian GAAP. The significant accounting
policies used are contained in Note 1 of our Interim Consolidated
Financial Statements and Note 1 on page 79A of our 2004 Annual
Report. Certain of these accounting policies, as well as estimates
made by management in applying such policies, are recognized
as critical because they require management to make subjective
or complex judgments about matters that are inherently uncer-
tain. Our critical accounting policies and estimates relate to the
allowance for credit losses, fair value of financial instruments,
securitization and variable interest entities and pensions. For fur-
ther details refer to pages 26A to 28A of our 2004 Annual Report.

Changes in accounting policies and estimates

We did not adopt any new significant accounting policies during
the quarter for purposes of preparing our financial statements
under Canadian GAAP. Additionally, we did not adopt any signifi-
cant accounting policies relating to U.S. GAAP.

Application of GAAP to the re-allocation of goodwill

Effective November 1, 2004, we reorganized our previous five
business segments (RBC Banking, RBC Insurance, RBC Investments,
RBC Capital Markets and RBC Global Services) into three (Canadian
Personal and Business, U.S. and International Personal and
Business, and Global Capital Markets). We completed re-allocating
our goodwill to the new reporting units during this quarter as
required by GAAP. A reporting unit is defined by GAAP as the

level of reporting at which goodwill is tested for impairment and
is either an operating segment or one level below (defined as a
component).

Under our previous reporting structure, Centura Banks, Inc.
(RBC Centura) and Dain Rauscher Corporation (RBC Dain) were
identified, upon acquisition in 2001, as components of larger
reporting units within the RBC Banking and RBC Investments
segments, respectively, given that they shared similar risks and
business characteristics with the rest of the reporting units.
When a component is moved from one reporting unit to another,
the goodwill attributed to it (and thus, recorded in the new
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reporting unit), is presumed by GAAP to be determined based
on its fair value relative to that of the entire reporting unit to
which it previously belonged, except when integration amongst
the components was not achieved.

Demonstrating that integration was not achieved is rare
because the application of GAAP presumes that if a component
shares with other components, even to a limited extent, infra-
structure and administrative-type policies, such as payroll systems,
human resource policies or distribution channels, then integration
has been achieved. Given that both RBC Centura and RBC Dain
were successfully integrated into their previous reporting units
according to GAAP, it was necessary to apply the relative fair
value approach to re-allocate the goodwill that arose upon these
acquisitions.

Applying the relative fair value approach resulted in attribut-
ing approximately $1.5 billion of the $1.8 billion of goodwill that
arose upon the acquisition of RBC Centura, to the Canadian
Personal and Business segment while the remaining $300 million
was allocated to the U.S. and International Personal and Business
segment. Similarly, of RBC Dain’s total $1.3 billion of goodwill,
$700 million was allocated to the Canadian Personal and Business

segment, $400 million to the U.S. and International Personal and
Business segment, and $200 million to Global Capital Markets.

When a company re-allocates its goodwill in connection with
a business realignment, it is required to test its goodwill for
impairment under the new reporting structure. We completed
our goodwill testing during the quarter and concluded that it was
not impaired.

Future changes in accounting policy or estimates

On January 27, 2005, the Canadian Institute of Chartered
Accountants issued three new accounting standards: Financial
Instruments — Recognition and Measurement, Hedges and
Comprehensive Income. These standards provide guidance on
the recognition and measurement of financial assets, financial
liabilities and non-financial derivatives. They also provide guid-
ance on the classification of financial instruments and standards
on hedge accounting.

The standards will be effective for us November 1, 2006
and will increase harmonization with U.S. accounting standards.
We are currently in the process of assessing the impact on our
financial position, results of operations and cash flows.

BUSINESS SEGMENT RESULTS

Effective November 1, 2004, we reorganized our previous five
business segments (RBC Banking, RBC Insurance, RBC Investments,
RBC Capital Markets and RBC Global Services) into three business
segments (Canadian Personal and Business, U.S. and International
Personal and Business, and Global Capital Markets). The
Canadian Personal and Business segment consists of our Canadian
banking and investment businesses and our global insurance
businesses. The U.S. and International Personal and Business
segment consists of our banking and retail brokerage businesses
in the U.S., banking in the Caribbean, and private banking inter-
nationally. The Global Capital Markets segment provides a wide
range of investment banking, sales and trading, research and
related products and services to corporations, governments and
institutional clients in North America and specialized products
and services globally. The fixed income business of RBC Dain,
which was previously recorded in RBC Investments, is now
recorded in Global Capital Markets. All other enterprise level
activities that are not allocated to these three business segments
are reported under our fourth segment, Corporate Support.
Consolidation adjustments are also included in Corporate Support.
The comparative results have been restated to conform to the
new basis of segment presentation.

Our management-reporting processes measure the perfor-
mance of our segments based on our management structure and
are not necessarily comparable with similar information for other
financial services companies. Operating revenues and expenses
directly associated with each segment are included in the operat-
ing segment results. We use a management-reporting model that
includes various assumptions, estimates and methodologies for
transfer pricing of funds, attribution of capital and cost transfers,
to measure business segment results. These assumptions and
methodologies are periodically reviewed by management to ensure
they remain valid. Transfer pricing of funds and inter-segment
transactions are generally at market rates. Overhead costs, indi-
rect expenses and capital are attributed to the business segments

based on allocation and risk-based methodologies. The capital
attribution methodologies, detailed on page 58A of our 2004
Annual Report, involve a number of assumptions and judgments,
are revised periodically and directly impact other measures such
as business segment return on equity (ROE) and return on risk
capital (RORC).

Performance measures

Management measures and evaluates the performance of our
consolidated operations and each of our segments based on a
number of different measures, including net income, return on
average common equity (ROE) @) and return on average risk capital
(RORQ) (2. ROE for our segments and RORC are non-GAAP mea-
sures. Refer to Appendix A for a reconciliation of the balances,
and the calculation of segment ROE and consolidated and seg-
ment RORC and additional information about these measures.

Management uses ROE, at both the consolidated and segment
levels, as a measure of return on total capital invested in our busi-
nesses. Our quarterly ROE calculations are based on annualized
quarterly net income available to common shareholders divided by
total average common equity @) for the period. For each segment
average attributed common equity is based on attributed risk
capital and amounts invested in goodwill and intangibles. For
segment reporting purposes the unattributed common equity is
reported in the Corporate Support segment. The attribution of risk
capital is based on certain assumptions, judgments and models
that quantify economic risks as described in the “Economic
Capital” section and on page 58A of our 2004 Annual Report.

In 2005, management started to use RORC at both the
consolidated and business segment level, to measure returns on
capital required to support the risks relating to ongoing operations.
Our quarterly RORC is based on annualized quarterly net income
available to common shareholders divided by allocated risk
capital (which excludes goodwill and intangibles and unallocated
common equity). The business segment ROE and RORC measures



are viewed as useful measures for supporting investment and
resource allocation decisions because they adjust for certain
items that may affect comparability between business segments
and certain competitors.

GAAP does not prescribe any methodology for allocating
common equity or risk capital to business segments or computing
segment ROE or RORC, and there is no generally accepted
methodology for doing so. Such attributions involve the use of
assumptions, judgments and methodologies that are regularly
reviewed and revised by management. Changes to such assump-
tions, judgments and methodologies can have a material effect
on the segment ROE and RORC information that we report.

Other companies that disclose similar allocations and related
return measure information may use different assumptions, judg-
ments and methodologies. As a result this and other non-GAAP
information we report may not be comparable to that reported by
other companies.
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In connection with finalizing the attribution of goodwill to our
new reporting units during the quarter, as previously discussed,
we restated the common equity attributed to the segments in order
to enhance comparability of certain metrics. As a result, average
common equity and return on common equity for each operating
segment have been restated for all periods presented.

(1)  Segment ROE are non-GAAP measures and are reconciled in Appendix A.

@) Consolidated and business segment RORC are non-GAAP measures and are reconciled in
Appendix A.

3) For internal allocation and measurement purposes, total allocated common equity is deemed
by management to be comprised of amounts necessary to support the risks inherent in the
businesses (risk capital) and amounts related to historical investments (goodwill and intan-
gibles). Total risk capital and goodwill and intangibles are commonly referred to as allocated
capital as well as Economic Capital. The difference between total average common equity
and average allocated common equity is classified as unallocated and reported in the
Corporate Support segment, for segment reporting purposes.

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

(C$ millions) 2005 2005 2004 2005 2004
Net interest income S 1,281 % 1,286 % 1,197 S 2,567 $ 2,406
Non-interest income 1,758 1,708 1,553 3,466 3,022
Total revenues $ 3039 $ 2994 $ 2,750 S 6,033 $ 5,428
Non-interest expense 1,492 1,415 1,361 2,907 2,706
Provision for credit losses 158 103 141 261 188
Insurance policyholder benefits, claims and acquisition expense 622 582 508 1,204 960
Business realignment charges 1 - - 1 -

Net income before income taxes
Net income

S 766 $ 894 % 740 S 1,660 $ 1,574
S 531§ 603 $ 503 § 1,134 $ 1,078

Revenues by business line
Personal Lending

S 650 $ 659 $ 617 S 1,309 $ 1,220

Personal Payments and Client Accounts 443 455 422 898 860

Investment Management 574 548 524 1,122 1,028

Global Insurance 830 788 675 1,618 1,288

Business Markets 542 544 512 1,086 1,032

Key ratios

Return on common equity (ROE) () 25.9% 29.4% 25.6% 27.6% 27.0%

Return on risk capital (RORC) (2 37.8% 43.3% 38.7% 40.6% 41.3%

Net interest margin (NIM) 3.20% 3.16% 3.27% 3.19% 3.27%

Selected balance sheet data (average balances)

Total assets S 164,200 $ 161,400 $ 148,800 S 162,800 $ 148,000
Personal secured loans 86,200 84,200 75,700 85,200 76,000
Personal unsecured loans 30,300 29,900 28,100 30,100 27,700
Business and government loans 31,200 31,400 30,900 31,300 30,300

Deposits 137,400 138,000 132,000 137,700 131,800

Common equity 1) 8,350 8,100 7,950 8,200 8,000

Risk capital () 5,700 5,500 5,250 5,600 5,200

Other selected balances
Assets under administration $ 171,600 $ 164,700 $ 158,700 S 171,600 $ 158,700
Assets under management 57,700 54,900 50,900 57,700 50,900

(1)  Average common equity and the Return on common equity are calculated using month-end balances for the period. Refer to “Performance measures” for further discussion and to Appendix A for a

reconciliation of balances and calculations.

(2)  Average risk capital and the Return on risk capital are non-GAAP financial measures. Refer to “Performance measures” for further discussion and to Appendix A for a reconciliation of balances and

calculations.

Q2 2005 vs. Q2 2004

Net income was up $28 million or 6% from a year ago, largely
due to strong revenue growth driven by volume growth in all
businesses. Our volume growth and stable credit loss experience
in the lending portfolios continue to be underpinned by a low
interest rate environment, strong employment levels and increas-
ing home equity values.

Global Insurance revenues were up $155 million or 23%,
which is mainly due to growth in the disability insurance busi-
ness, which includes UnumProvident. Growth in home and auto
insurance sales also contributed to the increase. Insurance
policyholder benefits, claims and acquisition expense increased
$114 million or 22% over the prior year, commensurate with
higher volumes in the disability insurance business, which includes



14 ROYAL BANK OF CANADA SECOND QUARTER 2005

UnumProvident. In the current quarter, increases in policyholder
benefits reflecting the decrease in both long and mid-term interest
rates were mostly offset by reductions in disability incidence
rates reflecting improved experience.

Investment Management revenues increased by $50 million
or 10%, largely due to strong net sales and capital appreciation
in mutual funds, which drove higher investment fees. Revenue
on fee-based brokerage assets, investment deposits, and trust
and portfolio management were up over last year, and also con-
tributed to the increase.

Personal Lending revenues increased by $33 million or 5%,
largely due to increased lending volumes in residential mort-
gages, credit lines and credit cards. This was offset by a marginal
decrease in loan spreads due to product mix and increased
competition.

Strong growth in deposit balances and improving spreads
contributed to revenue growth in both the Business Markets and
Personal Payments and Client Accounts business lines.

Non-interest expense increased $131 million or 10% partially
due to higher human resource costs of $52 million that were
driven by increased costs associated with stock-based compen-
sation as a result of the significant appreciation in our common
share price over the prior period, increases in sales and service
personnel in our distribution network (required to support our
business growth), and higher variable compensation as a result
of higher revenue and earnings growth. We also incurred higher
capital taxes, higher advertising and marketing costs in support
of our business growth and increased equipment and occupancy
costs due to higher infrastructure costs and extended business
hours. The prior period also included a $26 million goods and
services tax rebate, which was not repeated this quarter.

Total provision for credit losses increased $17 million mainly
due to our consolidated proportionate share (50%) of the provi-
sion booked at Moneris. Higher provisions for credit cards and
personal loans as a result of increased loan volumes were largely
offset by lower student loan losses reflecting the run-off of the
portfolio. Overall, our provision for credit losses continued to
reflect the strong credit quality of our portfolio and the
favourable credit environment.

Q2 2005 vs. Q2 2004 (Six months ended)

Net income increased $56 million or 5% from the same period a
year ago largely due to strong revenue growth driven by volume
growth across most product lines. A low interest rate environ-
ment, strong employment levels, increasing home equity values
and higher consumer confidence in investment markets continue
to drive volume growth.

Total revenues were up $605 million or 11% due to growth
in the disability insurance product lines, which includes
UnumProvident, continued strong mutual fund sales, and growth
in personal loans, business deposits and credit cards.

Non-interest expense increased $201 million or 7% primarily
due to increased costs associated with stock-based compensation,
as discussed above, and higher costs reflecting increased branch
sales and service personnel in support of our business growth.

The $73 million increase in the provision for credit losses
mainly reflects the $76 million reversal of general allowances in
the first quarter of 2004. Overall, our provision for credit losses
continues to reflect our strong credit quality, as increases in per-
sonal loans due to portfolio growth were more than offset by
lower provisions and higher recoveries in our business and com-
mercial loan portfolios.

Insurance-related expenses increased 25%, due to higher
volumes in the disability insurance business, which includes
UnumProvident.

Q2 2005 vs. Q1 2005

Net income decreased $72 million or 12% over the prior quarter,
primarily due to increases in non-interest expense and the
provision for credit losses.

Total revenues increased $45 million or 2% as a result of
volume growth in personal loans, credit cards, and reinsurance
and strong seasonal travel insurance sales and seasonal changes
related to the RRSP period, which resulted in increases in our
mutual fund and full-service brokerage businesses, partially off-
set by a slight decline in deposit balances and the impact of three
fewer days in the quarter.

Non-interest expense increased by $77 million or 5%, pri-
marily reflecting the increase in stock-based compensation due
to the significant appreciation in our common share price and
higher variable compensation related to increased volumes in the
brokerage business. Higher equipment and occupancy costs,
were largely offset by reductions in seasonal and support person-
nel and reductions in variable compensation on lower revenues
and earnings. Higher advertising and marketing costs in support
of our business growth also contributed to the increase.

Insurance-related expenses increased by 7%, in line with
the growth in revenues and business volumes. Additionally, we
increased our policyholder benefits this quarter in conjunction
with decreases in both the long- and mid-term interest rates,
which were partially offset by reductions to reflect improved
disability incidence experience. Policyholder benefits, in the prior
quarter also reflected adjustments related to the tax treatment
of certain invested assets and improving disability termination
experience.
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For the three months ended

For the six months ended

April 30 January 31 April 30 April 30 April 30

(C$ millions) 2005 2005 2004 2005 2004
Net interest income S 281 % 277 % 270 S 558 % 536
Non-interest income 470 475 502 945 976
Total revenues S 751 $ 752 $ 772 S 1,503 $ 1,512

Non-interest expense 632 599 701 1,231 1,335

Provision for credit losses 15 14 20 29 39

Business realignment charges 2 - - 2 -

Net income before income taxes S 102 $ 139 % 51 S 241 $ 138
Net income S 77 % 98 3 40 S 175 $ 102
Discontinued operations (RBC Mortgage Company)

Net interest income S 7 % 12 % 17 S 19 $ 44

Non-interest income 38 43 49 81 57

Total revenues S 45 % 5 % 66 S 100 $ 101
Non-interest expense 57 53 65 110 130
Business realignment charges 2 - - 2 -
Net income before income taxes from discontinued operations S (14) $ 2 3 1 S 12 $ 29)
Net income from discontinued operations S 9 $ 2 $ 1 S @7 $ (19)
Continuing operations (total operations less discontinued operations) (1)
Net interest income S 274 $ 265 % 253 S 539 $ 492
Non-interest income 432 432 453 864 919
Total revenues S 706 $ 697 % 706 S 1,403 $ 1,411
Non-interest expense 575 546 636 1,121 1,205
Provision for credit losses 15 14 20 29 39
Net income before income taxes from continuing operations S 116 % 137 % 50 S 253 % 167
Net income from continuing operations S 86 $ 9% $ 39§ 182 % 121
Revenues by business line

Wealth Management S 428 $ 419 % 448 S 847 $ 872

Banking 323 333 324 656 640
Discontinued operations (RBC Mortgage Company) 45 55 66 100 101
Continuing operations (Total operations less discontinued operations) 278 278 258 556 539

Key ratios
Return on common equity (ROE) @ 9.1% 11.8% 3.9% 10.4% 5.2%
Return on risk capital (RORC) 3 15.0% 19.8% 6.2% 17.4% 8.5%
Selected balance sheet data (average balances)

Total assets $ 39900 $ 38300 $ 39,800 S 39,100 $ 39,700
Loans and acceptances 21,800 21,500 21,600 21,700 20,600
Deposits 34,100 32,100 34,300 33,100 33,200

Common equity ) 3,400 3,250 3,950 3,300 3,850

Risk capital 3 2,050 1,900 3,450 2,000 2,350

Other selected balances
Assets under administration 252,200 248,600 263,200 252,200 263,200
Assets under management 44,200 43,600 44,300 44,200 44,300
For the six
For the three months ended M
Q2 2005 vs. Q2 2005 vs.
Impact of USD translation on selected items Q1 2005 Q2 2004 Q2 2004
Total revenues S 13 S (55) S (107)
Wealth Management 8 (31) (60)
Banking 5 (24) (47)
Non-interest expense (11) 44 84
Net income 2 8) (16)
Net income from discontinued operations - 1 1
Net income from continuing operations 2 ) 17)

[6))] Excludes discontinued operations of RBC Mortgage Company.

(2)  Average common equity and the Return on common equity are calculated using month-end balances for the period. Refer to “Performance measures” for further discussion and to Appendix A for a

reconciliation of balances and calculations.

(3)  Average risk capital and the Return on risk capital are non-GAAP financial measures. Refer to “Performance measures” for further discussion and to Appendix A for a reconciliation of balances and

calculations.

Following a strategic review of our U.S. operations, we deter-
mined that RBC Mortgage Company was no longer a core busi-
ness that would positively contribute to our U.S. operations.

Accordingly, during the quarter we identified RBC Mortgage
Company as discontinued operations and, on May 27th,
announced an agreement to sell certain assets of the company.
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The following provides a discussion of total net income, net
income from discontinued operations and net income from contin-
uing operations. Information regarding net income from continuing
operations excluding RBC Mortgage Company is presented in
light of the above-noted sale of certain assets of RBC Mortgage
Company and we expect it will not be part of the U.S. and
International Personal and Business segment in the future.

Q2 2005 vs. Q2 2004
Total net income of $77 million increased $37 million or 93% from
a year ago, despite the strengthening of the Canadian dollar rela-
tive to the U.S. dollar, which reduced net income by $8 million.
Our discontinued operations of RBC Mortgage Company had
a net loss of $9 million compared to net income of $1 million a
year ago, largely due to lower mortgage originations, mortgages
held for sale and net interest margin.
Net income from continuing operations of $86 million
increased $47 million or 121% over the prior year, reflecting a
strong improvement in Banking earnings due to revenue growth,

lower non-interest expense due to ongoing cost-containment initia-

tives and continued strong credit quality. Non-interest expense
was also down from a year ago, partially reflecting the negative
impact of a $33 million valuation allowance that was established in
the second quarter of 2004, for which there was no comparable
item this year. The valuation allowance related to certain mortgage
loans believed to have been fraudulently originated in 2001 and
2002 and for which we continue to seek restitution. Wealth
Management earnings this quarter declined, as our brokerage
operations were impacted by the weaker equity markets in the U.S.

Revenues from continuing operations were unchanged from
the prior year (increased 8% in U.S. dollars). Banking revenues
from continuing operations improved 8% (17% in U.S. dollars)
due to strong loan and deposit growth and improved net interest
margin, reflecting higher short-term U.S. interest rates. Wealth
Management revenues declined 4% (4% increase in U.S. dollars)
largely due to the appreciation of the Canadian dollar relative to
the U.S. dollar and lower brokerage revenue resulting from
weaker equity markets. These items were partially offset by the
positive mark-to-market of securities held to hedge the stock-
based compensation plan at RBC Dain Rauscher.

Provision for credit losses declined 25% (18% in U.S. dollars)
due to improved credit quality in our loan portfolio reflecting
favourable credit conditions.

Non-interest expense from continuing operations decreased
10% (2% in U.S. dollars) partially due to the $33 million valuation
allowance recorded in the prior year, noted above, and lower

variable compensation costs this quarter due to weaker brokerage
revenues. These items were partially offset by the increase in
stock-based compensation, noted above, reflecting the significant
appreciation of our common share price in the quarter.

Q2 2005 vs. Q2 2004 (Six months ended)

Total net income of $175 million improved $73 million or 72%
over the same period a year ago, despite the strengthening of the
Canadian dollar relative to the U.S. dollar, which reduced net
income by $16 million.

Discontinued operations of RBC Mortgage Company con-
tributed $12 million of the improvement on lower losses of
$7 million in the current period versus $19 million in the prior
year, as improved pricing was partly offset by lower mortgage
originations, mortgages held for sale and net interest margin.

Net income from continuing operations increased $61 million
or 50%, reflecting strong earnings growth in Banking and
improvement in Wealth Management.

Revenues from continuing operations decreased 1% (8%
increase in U.S. dollars) from the prior year. Wealth Management
revenues declined 3% (5% increase in U.S. dollars largely due
to the factors noted above). Banking revenues from continuing
operations improved 3% (12% in U.S. dollars), as strong loan and
deposit growth (in U.S. dollar terms) and better net interest mar-
gin, were partly offset by the gain from the sale of our merchant
acquiring card portfolio recorded in the prior year.

Non-interest expense from continuing operations declined
7% (1% increase in U.S. dollars largely reflecting the increase in
stock-based compensation previously noted and higher variable
compensation, which were partially offset by the valuation
allowance recorded in the prior year, noted above).

Q2 2005 vs. Q1 2005

Total net income declined $21 million or 21% from last quarter.
The weakening of the Canadian dollar relative to the U.S. dollar
increased this quarter’s net income by $2 million.

Our discontinued operations of RBC Mortgage Company
accounted for $11 million of the decline, reflecting timing differ-
ences from hedging and lower mortgages held for sale and
mortgage originations in the second quarter.

Net income from continuing operations decreased $10 million
or 10% due to three fewer days in the second quarter and lower
brokerage commissions on softer equity markets, which more
than offset strong loan and deposit growth in our U.S. and
Caribbean operations and the positive effect of the weakening
Canadian dollar against the U.S. dollar in the quarter.
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For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

(C$ millions) 2005 2005 2004 2005 2004

Net interest income S 253 % 209 % 192 S 462 % 398

Non-interest income 694 851 803 1,545 1,551
Total revenues S 947 $ 1,060 $ 995 § 2,007 $ 1,949

Non-interest expense 614 700 678 1,314 1,505

Provision for (recovery of) credit losses (46) @) @) (48) (83)
Net income before income taxes S 379 % 362 % 319 S 741 % 527
Net income S 286 $ 257 $ 229§ 543 $ 406
Revenues by business line

Global Markets S 516 $ 614 % 540 $ 1,130 $ 1,095

Global Investment Banking and Equity Markets 235 250 273 485 504

Other 196 196 182 392 350
Key ratios

Return on common equity (ROE) () 28.2% 24.2% 21.8% 26.1% 19.6%

Return on risk capital (RORC) (2 37.1% 31.7% 30.4% 34.3% 26.6%
Selected balance sheet data (average balances)

Total assets $ 233,200 $ 231,200 $ 231,600 S 232,100 $ 227,700

Common equity (1) 4,150 4,200 4,250 4,150 4,100

Risk capital @) 3,150 3,200 3,050 3,150 3,050
Other selected balances

Assets under administration $1,294,500 $1,265,700 $1,186,100  $1,294,500 $1,186,100

(1)  Average common equity and the Return on common equity are calculated using month-end balances for the period. Refer to “Performance measures” for further discussion and to Appendix A for a

reconciliation of balances and calculations.

(2)  Average risk capital and the Return on risk capital are non-GAAP financial measures. Refer to “Performance measures” for further discussion and to Appendix A for a reconciliation of balances

and calculations.

Q2 2005 vs. Q2 2004

Net income increased by $57 million or 25% from a year ago,
despite lower revenues due to a reduction in variable compensa-
tion reflecting weaker business performance, and a $43 million
recovery of credit losses resulting from the favourable resolution
of a corporate account, which had previously been classified as
impaired.

Revenues decreased by $48 million or 5% from the prior year
as market conditions overall were very challenging for several
businesses during the quarter. Continued uncertainty concerning
the sustainability of U.S. economic growth alongside rising interest
rates and energy prices, widening credit spreads and deterioration
in the auto sector led to softer equity markets in both Canada
and the U.S. and negatively impacted the performance of many of
our businesses.

Global Markets revenues decreased $24 million or 4%,
due primarily to lower proprietary equity trading results, lower
results in alternative assets due to hedge fund investment
outflows and lower returns in foreign exchange businesses as
proprietary trading declined and client volumes decreased in
response to lower U.S. dollar volatility experienced this quarter.
Lower results were also recorded in our structured transaction
portfolio this quarter. These results were partly offset by higher
returns in fixed income trading, higher debt origination volumes
and higher private equity returns.

Global Investment Banking and Equity Markets revenues
decreased $38 million or 14%, due to lower mergers and
acquisitions activity and lower equity originations due to uncer-
tainty over the sustainability of U.S. economic growth and softer
equity markets. Lending revenues were also down, mainly due to
lower margins resulting from competitive pressures. This was
partially offset by increases in high yield origination reflecting
growth in volumes as we continue our focus on this business.

Other revenues increased by $14 million or 8%, due in large
part to positive mark-to-market adjustments on credit derivatives

held in support of the segment’s lending portfolios and higher
revenues earned by our custody business due to higher transaction
volumes and higher assets under administration.

Non-interest expense decreased $64 million or 9%, reflecting
lower variable compensation as a result of both changes in
business mix and weaker business performance and insurance
proceeds received in final settlement of our September 11th
claim, which covered extra expenses incurred in maintaining opera-
tions after the disaster and expenses incurred in rehabilitating the
New York operations at One Liberty Plaza. A weaker U.S. dollar also
contributed to the decrease in our U.S. dollar-denominated
expenses. These items were partly offset by higher expenditures
in support of product development and strategic expansion and
higher legal expenses associated with the ongoing Enron litigation.

Q2 2005 vs. Q2 2004 (Six months ended)

Net income increased by $137 million or 34% for the six months
ended April 30, 2005 as compared to the prior period. This increase
reflected a decrease in non-interest expense of $191 million

or 13% and stronger revenues, which increased by $58 million

or 3% from the prior period. The higher revenues reflected
improved debt and equity origination in both Canada and the U.S.,
higher private equity returns and higher revenues associated
with our custody and administration business reflecting growth in
assets under administration. This was partly offset by decreases
in trading revenues as weakness in equity markets, credit spread
widening and accelerated outflows from the hedge fund sector
adversely affected equity trading revenues.

Non-interest expense decreased $191 million or 13%, largely
reflecting the Rabobank settlement cost, net of related reduction
in compensation and tax expense, incurred in the prior year. Lower
variable compensation due to both changes in business mix and
weaker business performance and a favourable U.S. dollar/
Canadian dollar exchange rate also contributed to this decrease.
These items were partially offset by higher expenditures in support
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of product development and strategic expansion and higher legal
expenses associated with the ongoing Enron litigation.

The difference in the recovery of provision for credit losses
largely reflected the reversal of $74 million of general allowance
in the prior year versus a reversal of specific allowances on the
favourable resolution on the impaired loan noted above.

Q2 2005 vs. Q1 2005

Net income increased by $29 million or 11% compared to the
prior quarter, as recoveries of credit losses and lower variable
compensation on lower business results more than offset an 11%
reduction in revenues.

Revenues declined $113 million or 11% reflecting lower trad-
ing results in several businesses, notably in our proprietary equity
trading portfolios that occurred as market conditions deteriorated
quickly in the latter part of the quarter. The decrease in non-interest
expense of $86 million or 12% was largely due to lower variable
compensation reflecting the change in business mix and weaker
business results.

The increase of $44 million in the recovery of provision
for credit losses compared to the prior quarter was attributable
to the favourable resolution of the client account noted above.
Global Capital Markets also benefited from a lower effective tax
rate in the quarter.

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30
(C$ millions) 2005 2005 2004 2005 2004
Net interest income S B3 $ B3 % 82 S ©66) $ (136)
Non-interest income 30 55 73 85 72
Total revenues S 3 $ 22 % ©® S 19 % (64)
Non-interest expense 17) @ 7 (24) 8
Provision for credit losses (11) @ (10) (18) (20)
Business realignment charges 1 2 - 3 -
Net income before income taxes S 24 $ 34 % © S 58 % (52)
Net income S 13 3% 21 $ 12 S 34 $ (40)
Key ratio
Return on common equity (ROE) () 1.7% 3.8% 2.4)% 2.7% (4.6)%
Selected balance sheet data (average balances)
Total assets $ 10,000 $ 10,200 $ 9,700 S 10,100 $ 9,100
Common equity (1) 2,500 2,050 2,000 2,350 1,850

(1)  Average common equity and the Return on average common equity are non-GAAP financial measures. For a further discussion refer to “Performance measures” and to Appendix A for a reconciliation

of balances and calculations.

Q2 2005 vs. Q2 2004

Net income before tax increased $30 million, primarily due to the
receipt this quarter of interest refunds of $28 million relating to the
resolution of disputed tax items for the 1993-1998 tax periods.
The prior period’s loss largely reflected a decline in the value of
foreign currency derivative positions, which was partially offset by
a gain on the sale of our ownership interest in an office complex.

Q2 2005 vs. Q2 2004 (Six months ended)

Net income before income taxes for the six months ended April 30,
2005, increased by $110 million from the prior period largely
due to a $48 million gain on the sale of mortgage-backed securi-
ties recognized in the first quarter of 2005, the interest refunds

received this quarter, as noted above, and a $13 million gain on
the disposition of certain equity investments recorded in the first
quarter of 2005. The prior period largely reflected a $26 million
of equity losses on certain limited partnerships and a $25 million
charge to eliminate inter-company underwriting fees.

Q2 2005 vs. Q1 2005

Net income before tax for the quarter declined $10 million, largely
reflecting the $48 million gain on the sale of mortgage-backed
securities recorded in the first quarter, in comparison to the

$28 million of interest refunds received in the current period as
described above.

BALANCE SHEET HIGHLIGHTS

Selected balance sheet data (period end) April 30 January 31 April 30
(C$ millions) 2005 2005 2004
Trading account $ 101,808 $ 99,248 $ 92,006
Investment account and loan substitutes 37,777 37,512 43,526
Total Securities $ 139,585 $ 136,760 $ 135,532
Assets purchased under reverse repurchase agreements and securities borrowed S 43,0015 $ 39,260 $ 49,784
Residential mortgages 85,953 84,201 80,199
Personal loans 39,275 37,753 34,503
Credit cards 5,791 6,817 5,917
Business and government loans 49,779 49,757 50,130
Total Loans $ 180,798 $ 178,528 $ 170,749
Other assets S 62,477 $ 64,197 $ 63,845
Total Assets S 435,442 $ 428,230 $ 425,690
Deposits S 283,492 $ 280,020 $ 271,585
Other liabilities S 121,669 $ 119,242 $ 124,108
Shareholders’ equity S 19806 $ 18,953 $ 18,856




Q2 2005 vs. Q2 2004

Total Assets increased $9.8 billion from a year ago. This is largely
attributable to the increases in Total Loans and Total Securities,
partially offset by a decrease in Assets purchased under reverse
repurchase agreements and securities borrowed.

Total Securities increased $4.1 billion from a year ago as a
result of an increase of $9.8 billion in trading balances in support
of growth across several trading businesses. This was partially
offset by a decrease in our funding and liquidity portfolios.

Assets purchased under reverse repurchase agreements
and securities borrowed decreased $6.8 billion from a year ago
due to our efforts to manage client and collateral financing
requirements more efficiently.

Total Loans increased by $10.0 billion from the same period
a year ago with increases in residential mortgages and personal
loans reflecting continued retail loan demand in a low interest
rate environment.

Residential mortgages increased by $5.8 billion or 7% from a
year ago. This increase mainly reflects strong sales efforts and
high consumer housing demand, partially offset by the securiti-
zation of $5.0 billion of government guaranteed residential
mortgage loans for the 12-month period ended April 30, 2005.

Personal loans were up $4.8 billion or 14%. The increase
reflects continued growth in the secured and unsecured

credit lines due to the low interest rate environment and
strong consumer demand.
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Credit cards decreased $126 million or 2%. The decrease
reflects the securitization of $1.2 billion of credit cards during
this quarter, which was largely offset by the year-over-year
volume growth in credit cards, from new product launches,
strong utilization and rising client average balances.

Deposits increased $11.9 billion from the same period a year
ago, driven by volume growth in both Personal and Business and
government.

Q2 2005 vs. Q1 2005
Total Assets increased $7.2 billion from the previous quarter,
largely due to the increases in Assets purchased under reverse
repurchase agreements and securities borrowed, Total Loans and
Total Securities, partially offset by a decrease in Other assets.
Total Securities increased $2.8 billion as a result of an
increase in trading account balances in support of growth in our
treasury management activities.
Assets purchased under reverse repurchase agreements
and securities borrowed increased $3.8 billion from the previous
quarter reflecting efforts to take advantage of market opportunities.
Total Loans increased by $2.3 billion from the previous
quarter with increases in residential mortgages and personal
loans, reflecting continued retail loan demand in a low interest
rate environment.

CAPITAL MANAGEMENT

As detailed on page 63A of our 2004 Annual Report, we actively
manage our capital to balance the desire to maintain strong
capital ratios and high debt ratings with the need to provide
strong returns to our shareholders. We are committed to ensuring
we have a sufficient level of capital to absorb any losses and to
provide us the flexibility to expand our businesses as opportunities
arise. Our strong capital ratios are maintained through internal
capital generation, the issuance of capital instruments when
appropriate, and controlled growth in assets.

Regulatory Capital

Our capital position and capital ratios, as for all Canadian Banks,
are determined using the guidelines issued by the Office of the
Superintendent of Financial Institutions Canada (OSFI).

April 30 January 31 October 31
(C$ millions) 2005 2005 2004
Tier 1 capital $ 18,055 $ 17,264 $ 16,272
Total capital 24,390 23,794 22,733
Risk-adjusted assets and
off-balance sheet financial
instruments 190,058 187,330 183,409
Capital ratios
Tier 1 capital ratio 9.5% 9.2% 8.9%
Total capital ratio 12.8% 12.7% 12.4%

Q2 2005 vs. Q4 2004

Tier 1 and Total capital ratios increased from year-end 2004
due to strong internal capital generation and the issuance of
$300 million of preferred shares in the first quarter of 2005.

Q2 2005 vs. Q1 2005
Tier 1 and Total capital ratios increased from the previous quarter
primarily due to strong internal capital generation.

Selected capital management activity

For the three For the six
months ended  months ended

April 30 April 30
(C$ millions) 2005 2005
Common and preferred share dividends S 365 S 725
Preferred shares issue = 300
Treasury shares net sales 85 121

Repurchase of common shares —
normal course issuer bid program
(June 24, 2004 to June 23, 2005) - 64
Repurchase and cancellation of
debentures maturing
October 1, 2083 4 4
June 6, 2085 USS 55 USS 55

Under our normal course issuer bid that commenced on June 24,
2004, we are permitted to repurchase up to 25 million of our
common shares. We made no repurchases under the issuer bid
program during this quarter. Since the inception of the bid, we
have repurchased 7.4 million common shares at an average price
of $60.92 including commissions.

On March 22, 2005, we announced that from time to time,
we may purchase and cancel some or all of our outstanding
($250 million) debentures maturing in 2083 and some or all of
our outstanding (US$300 million) debentures maturing in 2085.
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This quarter we purchased $3.5 million of the outstanding 2083
debentures and $66 million (US$55 million) of the outstanding
2085 debentures.

On April 12, 2005, we announced our intention to redeem,
on August 15, 2005, all of our outstanding ($700 million) 6.40%
subordinated debentures due August 15, 2010 for 100 per cent
of their principal amount plus accrued interest.

Economic Capital

Economic Capital is management’s quantification of the amount
of equity required to underpin all our risks and is calculated by
estimating the level of capital that is necessary to cover the risks
consistent with our desired solvency standard and debt rating.
Economic Capital is a non-GAAP measure and is calculated using
in-house risk models and assumptions for credit, market (trading
and non-trading), operational, and business and fixed assets,
and insurance-specific risks, and goodwill and intangibles. For a
complete description of these risks and basis of attributing
Economic Capital to business segments, please refer to page 58A
of our 2004 Annual Report.

April 30 January 31 October 31
(C$ millions average balances) 2005 2005 2004
Credit risk S 4983 $ 4,975 $ 5,295
Market risk (trading and
non-trading) 2,198 2,025 2,161
Operational risk 2,360 2,376 2,189
Business and fixed asset risk 1,599 1,592 1,653
Insurance-specific 187 175 173
Risk capital $ 11,327 $ 11,143 $ 11,471
Goodwill and intangibles 4,963 4,905 5,306

Attributed capital (Economic
Capital) (1
Unattributed common equity

S 16,290 $ 16,048 $ 16,777
2,110 1,552 1,123

Common equity $ 18,400 $ 17,600 $ 17,900

1) Common equity in excess of Economic Capital is reported in the Corporate Support segment.

Q2 2005 vs. Q1 2005

Attributed Economic Capital increased $242 million over the prior
period, mainly due to increases in market risk and goodwill and
intangibles. The growth in market risk for trading activity was
caused by heightened bond market volatility and increased credit
and equity derivatives trading activities. The rise in goodwill and
intangibles was mainly driven by the strengthening of the U.S.
dollar against the Canadian dollar, resulting in the increase in the
Canadian-dollar equivalent of U.S. dollar-denominated amounts.

Q2 2005 vs. Q4 2004

Attributed Economic Capital decreased $487 million from the
year-end, largely due to a reduction in goodwill and intangibles and
credit risk, offset by increases in operational risk. The decreases
were mainly driven by changes in the U.S. dollar/Canadian dollar
exchange rate and improved risk profiles in some loan segments.

Share data

April 30
2005

Number of
shares (000s)

(C$ millions, except number of shares) Amount

First Preferred

Non-cumulative Series O 6,000 S 150

US$ Non-cumulative Series P 4,000 132
Non-cumulative Series S 10,000 250
Non-cumulative Series W 12,000 300
S 832
Common shares outstanding 646,401 S 7,091
Stock options
Issued 20,605
Exercisable 16,732
Treasury shares (3,682) S (227)

Refer to Notes 13 on page 92A and 14 on page 94A in our 2004 Annual Report to shareholders.

LIQUIDITY MANAGEMENT

The management of liquidity risk is crucial to protecting our
capital, maintaining market confidence and ensuring that we can
expand into profitable business opportunities, as they arise.

Our liquidity management framework is designed to ensure we
have access to reliable and cost-effective sources of cash to meet
our current and prospective commitments. Our large base of
stable retail and commercial deposits combined with broad and
diversified sources of wholesale funding are key components of
our liquidity risk management strategies.

Liquidity risk is managed dynamically, and exposures are
continually measured, monitored and, as appropriate, mitigated.
Two key requirements of our liquidity management framework are
i) minimum levels of unencumbered and segregated liquid assets

that can be immediately sold or pledged to meet extraordinary
funding demands and ii) prudential limits on maximum net fund
outflows over specified, shorter-term time horizons. During the
quarter, we operated under normal conditions and were in com-
pliance with these requirements. These and other elements of the
liquidity management framework are discussed in more detail on
pages 66A and 67A of our 2004 Annual Report. There have been
no material changes to our liquidity management framework or
levels of liquidity and funding risk since the 2004 Annual Report.

We consider our liquidity profile to be sound and there are
no known trends, demands, commitments, events or uncertain-
ties that are presently viewed as likely to materially change our
current liquidity position.
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CREDIT RISK MANAGEMENT

The goal of credit risk management is to ensure the quality and
concentrations of our portfolios are aligned with the risk-return
appetite of the organization. This is mainly done through a com-
bination of independent evaluation and monitoring of credit risk

Credit quality performance

on an on-going basis and the instilment of a strong credit culture
within the lines of business. For further details regarding our
credit risk management, please refer to pages 58A and 59A of our
2004 Annual Report.

(C$ millions)

April 30 January 31 April 30
2005 2005 2004

Gross impaired loans (GIL)

Personal S 305 % 292 % 372
Business and government 615 761 1,266
Total S 920 $ 1,053 % 1,638
Allowance for credit losses (ACL)
Personal S 113 $ 116 $ 143
Business and government 271 308 517
Total Specific S 384 % 424 % 660
General 1,298 1,284 1,269
Total S 1,682 $ 1,708 % 1,929
Provision for credit losses (PCL)
Personal S 124 % 102 % 116

Business and government (19) (49) 33
Total Specific S 105 % 53 % 149
General 11 55 -
Total S 116 $ 108 $ 149

Key credit quality ratios

GIL as a % of gross loans and acceptances

ACL as a % of impaired loans

Specific PCL as a % of average loans and acceptances

Total net write-offs as a % of average loans and acceptances

49% 57% .93%
183% 162% 118%
.23% 12% .35%
33% 27% .64%

Q2 2005 vs. Q2 2004
Gross impaired loans decreased $718 million or 44% over the
last year, due to strong collection efforts and continued favourable
credit conditions (low interest rates and strong stable economic
growth). Business and government gross impaired loans decreased
$651 million mainly due to loans being repaid or returned to per-
forming status. Personal gross impaired loans decreased $67 mil-
lion largely due to reductions in student loans (which is being
run-off) and residential mortgages reflecting continued strong
consumer credit quality.

Allowances for specific credit losses decreased $276 million
or 42% largely due to the reversal of allowances in conjunction
with the decrease in gross impaired loans.

Q2 2005 vs. Q1 2005

Gross impaired loans decreased $133 million or 13% from the
prior period largely reflecting a repayment related to the resolution
of a corporate account in Global Capital Markets.

The decrease in the allowance for credit losses of $26 million
largely reflected the decrease in specific allowance due to the
resolution of the corporate account noted above, which was
partially offset by a $14 million increase in the general allowance.

Credit quality ratio trends
Specific provision for credit losses as a percentage of average
loans and acceptances was .23% in the quarter. This ratio of .23%
in the quarter compares favourably to the ratio of .35% recorded
a year ago. This compares to .12% in the prior quarter, which was
reduced by .11% as a result of the transfer of $52 million from
the specific allowance to the general allowance as discussed in
the “Provision for Credit Losses” section.

Refer to the “Provision for Credit Losses” section for addi-
tional information.
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MARKET RISK MANAGEMENT

Market risk is the risk of loss that results from changes in interest
rates, foreign exchange rates, equity prices and commaodity prices.
The level of market risk to which we are exposed varies depending
on market conditions, expectations of future price and market
movements and the composition of our trading portfolio. We
establish risk management policies and limits for our trading and
asset/liability management activities that allow us to monitor and
control our exposure to market risk resulting from these activities.

Global VAR by major risk category

Trading activities

We have established policies and limits for our trading activities that
allow us to monitor and control the exposure to market risk resulting
from these activities. The market risk associated with trading activi-
ties is managed through a Value-At-Risk (VAR) methodology and
other supplementary measures. More detailed information on our
market risk management policies and processes associated with
trading activities is detailed on pages 59A, 60A and 61A of our 2004
Annual Report. These policies, processes and methodologies have
not changed materially from those stated in the 2004 Annual Report.

April 30, 2005

January 31, 2005 April 30, 2004

Three months ended

Three months ended Three months ended

(C$ millions) As at High Average Low As at High Average Low As at High Average Low
Equity S 4 S 8 S 5 $§$ 4 5 % 7 $ 5 $ 4 $ 8 $ 9 $ 6 $ 4
Foreign exchange and commodity 2 5 2 1 2 5 2 1 2 4 2 1
Interest rate (1) 12 13 10 8 12 12 8 6 10 13 9 6
Debt specific (2) 2 2 2 1 2 2 2 1

Global VAR $ 15 $ 15 $§ 12 § 9 13 $ 13 $ 10 $ 8 $ 12 $ 13 $ 1 $ 8

April 30, 2005 April 30, 2004
Six months ended Six months ended

(C$ millions) As at High Average Low As at High Average Low

Equity S 4 S 8 S 5 S§ 4 $ 8 $ 10 $ 6 $ 4

Foreign exchange and commodity 2 5 2 1 2 5 2 1

Interest rate (1) 12 13 9 6 10 13 9 6

Debt specific (2) 2 2 2 1

Global VAR $ 15 $§ 15 § 11 $ 8 12 $ 15 $ 11 $ 8

(1)  Alsoincludes credit spread risk.

)] Prior to Q3 2004, interest rate and debt specific risk were reported in aggregate as interest rate risk.

The increase in the average global VAR over the prior periods

was largely due to increases in interest rate VAR due to increasing
position levels over prior periods and positioning relative to
observed volatility in the bond market during the quarter. Over the
period there was increased bond market volatility due to mixed sig-
nals around the pace of U.S. economic growth and inflation and the
resulting changes in the Federal Reserve Bank’s monetary policy.

GLOBAL TRADING REVENUES AND VAR99
(CS millions)
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| Daily net trading revenue

Jul. 29/04 Oct. 27/04
Global trading VAR

Jan. 25/05 Apr. 25/05

There were six days with a net trading loss in the quarter.
The largest loss being $3.5 million did not exceed the VAR esti-
mates. The breadth of our trading activities is designed to diversify
market risk to any particular strategy, and to reduce trading
revenue volatility.

TRADING REVENUES FOR THE THREE MONTHS ENDED APRIL 30, 2005
(number of days)

-5 0 5 10 15 20 25

Daily net trading revenue (CS$ millions)



Non-trading activities

Traditional non-trading banking activities, such as deposit taking
and lending, expose us to market risk, of which interest rate risk
is the largest component. We have established policies that allow
us to monitor, control and manage the exposure to this interest
rate risk using Economic value of equity risk and Net interest
income risk limits and other supplementary measures. More
information on our market risk management policies and processes
associated with our non-trading activities is detailed on page 65A
and 66A of our 2004 Annual Report. These policies and proce-
dures have not changed materially from those stated in our 2004
Annual Report.
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The table below shows the potential after-tax impact of an
immediate and sustained 100 basis point increase in interest
rates, assuming that no further hedging is undertaken, on net
interest income and economic value of equity of our non-trading
portfolio. These interest rate risk measures are based upon interest
rate exposures at a specific time and continuously change as a
result of business activities and our risk management initiatives.

April 30 January 31 April 30
(C$ millions) 2005 2005 2004
Net interest income (1) S 57 % 45 % 74
Economic value of equity (1) (255) (262) (282)

(1)  After-tax basis.

OFF-BALANCE SHEET ARRANGEMENTS

In the normal course of business, we engage in a variety of
financial transactions that, under GAAP, are either not recorded
on our balance sheet or are recorded on our balance sheet in
amounts that differ from the full contract or notional amounts.
Off-balance sheet activities we undertake include derivative
financial instruments, transactions with special purpose entities
and issuance of guarantees. For a complete discussion of these
types of arrangements, including their nature, business purpose,
importance and significant financial impact see Off-Balance sheet
arrangements on pages 68A to 71A of our 2004 Annual Report.

We securitized $1.2 billion in credit card loans, $1.0 billion
in government guaranteed residential mortgage loans and
$176 million in commercial mortgage loans during the quarter.
Refer to Note 6 to the Interim Consolidated Financial Statements.
A summary of the significant guarantees we have provided to
third parties as of April 30, 2005 can be found in Note 11 to the
Interim Consolidated Financial Statements. There are no significant
differences from the prior quarter.
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APPENDIX A
RECONCILIATION OF RETURN ON COMMON EQUITY AND RETURN ON RISK CAPITAL

Q2 2005 U.S. and
Canadian International
Personal and Personal and Global Corporate
(C$ millions) (1) RBC Business Business Capital Markets Support
Net income $ 907 $ 531 $ 77 % 286 % 13
Less: Preferred dividends (12) 6) 2 3) (1)
Net income available to common shareholders (2) $ 895 % 525 % 75 % 283 % 12
Average risk capital 3) 11,350 5,700 2,050 3,150 450
Return on risk capital (RORC) () 32.4% 37.8% 15.0% 37.1%
ROE (operating segments)
Add: Goodwill and intangible capital to Risk capital 5,000 2,650 1,350 1,000 -
Average common equity 3) 16,350 8,350 3,400 4,150 450
ROE (%) 25.9% 9.1% 28.2%
ROE (RBC and Corporate Support)
Add: Unallocated common equity () 2,050 2,050
Average common equity 18,400 2,500
ROE () 19.9% 1.7%
Q1 2005 U.S.and
Canadian International
Personal and Personal and Global Corporate
(C$ millions) (1) RBC Business Business Capital Markets Support
Net income $ 979 % 603 $ 98 $ 257 % 21
Less: Preferred dividends ® 4) (1) @) (1)
Net income available to common shareholders (2) $ 971 % 599 % 97 $ 255 % 20
Average risk capital 3) 11,150 5,500 1,900 3,200 550
Return on risk capital (RORC) ) 34.6% 43.3% 19.8% 31.7%
ROE (operating segments)
Add: Goodwill and intangible capital to Risk capital 4,950 2,600 1,350 1,000 -
Average common equity 3) 16,100 8,100 3,250 4,200 550
ROE (1) 29.4% 11.8% 24.2%
ROE (RBC and Corporate Support)
Add: Unallocated common equity () 1,500 1,500
Average common equity 17,600 2,050
ROE (4) 21.9% 3.8%
Q2 2004 U.S.and
Canadian International
Personal and Personal and Global Corporate
(C$ millions) (1) RBC Business Business Capital Markets Support
Net income $ 760 % 503 % 40 % 229 % (12)
Less: Preferred dividends ®) 3) @) @) (1)
Net income available to common shareholders (2) $ 752 % 500 $ 38 % 227 % (13)
Average risk capital 3) 11,200 5,250 2,450 3,050 450
Return on risk capital (RORC) &) 27.3% 38.7% 6.2% 30.4%
ROE (operating segments)
Add: Goodwill and intangible capital to Risk capital 5,400 2,700 1,500 1,200 -
Average common equity 3) 16,600 7,950 3,950 4,250 450
ROE (%) 25.6% 3.9% 21.8%
ROE (RBC and Corporate Support)
Add: Unallocated common equity (5) 1,550 1,550
Average common equity 18,150 2,000
ROE () 16.8% 2.4)%

(1)  The average risk capital, goodwill and intangible capital, average allocated common equity and average common equity figures shown above and throughout this document represent rounded figures.
The ROE and RORC measures shown above and throughout this document are based on actual balances before rounding.

(2)  Segment return calculations are based on segment net income less an allocation of preferred dividends (based on each segment’s common equity).

(3)  Average risk capital includes credit, market (trading and non-trading), insurance, operational, business and fixed assets risk capital. Average allocated common equity includes risk capital plus the net
amounts of goodwill and intangibles capital.

(4) RORC is based on average risk capital only. We do not report Return on risk capital for Corporate Support as it is not considered meaningful. Segment ROE is based on average common equity.

(5) Unallocated common equity is reported in our Corporate Support segment and included in its calculation of ROE.
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CAUTION REGARDING FORWARD-LOOKING STATEMENTS

From time to time, we make written or oral forward-looking statements within the meaning of certain securities laws, including the
“safe harbor” provisions of the United States Private Securities Litigation Reform Act of 1995. We may make such statements in this
interim report, in other filings with Canadian regulators or the United States Securities and Exchange Commission, in reports to share-
holders or in other communications. These forward-looking statements include, among others, statements with respect to our objectives
for 2005, our medium- and long-term goals, and strategies to achieve those objectives and goals, as well as statements with respect to
our beliefs, plans, objectives, expectations, anticipations, estimates and intentions. The words “may,” “could,” “should,” “would,”
“suspect,” “outlook,” “believe,” “plan,” “anticipate,” “estimate,” “expect,” “intend,” and words and expressions of similar import are
intended to identify forward-looking statements.

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and specific, and risks exist
that predictions, forecasts, projections and other forward-looking statements will not be achieved. We caution readers not to place
undue reliance on these statements as a number of important factors could cause our actual results to differ materially from the beliefs,
plans, objectives, expectations, anticipations, estimates and intentions expressed in such forward-looking statements. These factors
include, but are not limited to, the strength of the Canadian and United States economies and the economies of other countries in which
we conduct business; the impact of the movement of the Canadian dollar relative to other currencies, particularly the U.S. dollar;
the effects of changes in monetary policy, including changes in interest rate policies of the Bank of Canada and the Board of Governors
of the Federal Reserve System in the United States; the effects of competition in the markets in which we operate; the impact of
changes in the laws and regulations regulating financial services and enforcement thereof (including banking, insurance and securities);
judicial or regulatory judgments and legal proceedings; our ability to obtain accurate and complete information from or on behalf of our
customers and counterparties; our ability to successfully realign our organizational structure, resources and processes; our ability to
complete strategic acquisitions and to integrate our acquisitions successfully; the changes in accounting policies and methods we use
to report our financial condition, including uncertainties associated with critical accounting assumptions and estimates; operational
and infrastructure risks; and other factors that may affect future results including changes in trade policies, timely development and
introduction of new products and services, changes in tax laws, technological changes, unexpected changes in consumer spending and
saving habits; the possible impact on our businesses of international conflicts and other developments including those relating to the
war on terrorism; and our anticipation of and success in managing the foregoing risks.

We caution that the foregoing list of important factors that may affect future results is not exhaustive. When relying on our forward-
looking statements to make decisions with respect to the bank, investors and others should carefully consider the foregoing factors and
other uncertainties and potential events. We do not undertake to update any forward-looking statement, whether written or oral, that
may be made from time to time by us or on our behalf.

9 ¢ 9 ¢ 9 ¢

Information contained in or otherwise accessible through the websites mentioned in this interim report does not form a part of this interim report. All references in this interim report to websites are inactive
textual references and are for your information only.
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INTERIM CONSOLIDATED FINANCIAL STATEMENTS (naudited)

CONSOLIDATED BALANCE SHEET (unaudited)

April 30 January 31 October 31 April 30
(C$ millions) 2005 2005 2004 (1) 2004 (1)

Assets
Cash and due from banks S 4136 $ 4309 $ 3,711 $ 4,208
Interest-bearing deposits with banks 7,043 6,814 6,267 3,311

Securities

Trading account (pledged - $20,515; $19,524; $16,281 and $15,395) 101,808 99,248 89,322 92,006
Investment account 37,102 36,837 38,923 43,222
Loan substitute 675 675 701 304
139,585 136,760 128,946 135,532
Assets purchased under reverse repurchase agreements and securities borrowed 43,015 39,260 48,317 49,784

Loans
Residential mortgage 85,953 84,201 84,170 80,199
Personal 39,275 37,753 36,848 34,503
Credit cards 5,791 6,817 6,456 5,917
Business and government 49,779 49,757 47,258 50,130
180,798 178,528 174,732 170,749
Allowance for loan losses (1,612) (1,638) (1,644) (1,739)
179,186 176,890 173,088 169,010

Other
Customers’ liability under acceptances 6,654 5,960 6,184 6,191
Derivative-related amounts 36,419 36,907 38,891 34,328
Premises and equipment 1,772 1,784 1,756 1,775
Goodwill 4,504 4,428 4,369 4,986
Other intangibles 513 524 523 594
Other assets 12,615 14,594 17,144 15,971
62,477 64,197 68,867 63,845

S 435442 $ 428,230 $ 429,196 $ 425,690

Liabilities and shareholders’ equity

Deposits
Personal $ 115,831 $ 114,691 $ 113,009 $ 111,758
Business and government 141,828 138,989 132,070 131,793
Bank 25,833 26,340 25,880 28,034
283,492 280,020 270,959 271,585
Other
Acceptances 6,654 5,960 6,184 6,191
Obligations related to securities sold short 32,181 28,854 25,005 20,776
Obligations related to assets sold under repurchase agreements and securities loaned 19,572 20,439 28,944 32,462
Derivative-related amounts 41,229 41,248 42,201 37,512
Insurance claims and policy benefit liabilities 7,483 7,334 6,838 5,512
Other liabilities 14,550 15,407 20,387 21,655
121,669 119,242 129,559 124,108
Subordinated debentures 8,101 8,190 8,116 8,423
Trust capital securities 1,400 1,400 2,300 2,297
Preferred share liabilities 300 300 300 300
Non-controlling interest in subsidiaries 674 125 58 121
Shareholders’ equity
Preferred shares 832 832 532 532
Common shares (shares issued - 646,400,522; 644,824,165; 644,747,812 and 653,279,901) 7,091 7,021 6,988 7,058
Additional paid-in capital 242 210 169 140
Retained earnings 13,173 12,628 12,065 11,953
Treasury shares (shares held - 3,681,858; 5,093,966; 4,862,782 and 4,243,196) (227) (312) (294) (257)
Foreign currency translation adjustments (1,305) (1,426) (1,556) (570)
19,806 18,953 17,904 18,856

S 435442 $ 428,230 $ 429,196 $ 425,690

1) Restated comparatives as a result of amendments to the definitions of liabilities and equity. Refer to Note 1.
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CONSOLIDATED STATEMENT OF INCOME (unaudited)

For the three months ended For the six months ended
April 30 January 31 April 30 April 30 April 30
(C$ millions) 2005 2005 2004 (1) 2005 2004 (1)
Interest income
Loans S 2,614 % 2,575 $ 2,307 S 5189 $ 4,736
Securities 1,110 985 841 2,095 1,650
Assets purchased under reverse repurchase agreements
and securities borrowed 296 240 156 536 323
Deposits with banks 62 53 8 115 27
4,082 3,853 3,312 7,935 6,736
Interest expense
Deposits 1,638 1,494 1,225 3,132 2,504
Other liabilities 551 512 405 1,063 820
Subordinated debentures 111 108 105 219 208
2,300 2,114 1,735 4,414 3,532
Net interest income 1,782 1,739 1,577 3,521 3,204
Non-interest income
Insurance premiums, investment and fee income 813 773 675 1,586 1,288
Trading revenues 260 428 392 688 818
Investment management and custodial fees 311 291 298 602 574
Securities brokerage commissions 307 282 320 589 644
Service charges 281 277 278 558 542
Underwriting and other advisory fees 266 276 275 542 487
Mutual fund revenues 233 225 214 458 416
Card service revenues 127 142 124 269 250
Foreign exchange revenues, other than trading 88 92 112 180 185
Securitization revenues 51 86 59 137 122
Credit fees 41 52 48 93 97
Mortgage banking revenues 40 47 46 87 48
Gain on sale of investment account securities 23 21 14 44 18
Other 111 97 76 208 132
Non-interest income 2,952 3,089 2,931 6,041 5,621
Total revenues 4,734 4,828 4,508 9,562 8,825
Provision for credit losses 116 108 149 224 124
Insurance policyholder benefits, claims and acquisition expense 622 582 508 1,204 960
Non-interest expense
Human resources 1,733 1,731 1,729 3,464 3,405
Equipment 245 233 228 478 449
Occupancy 198 185 189 383 370
Communications 158 158 180 316 333
Professional fees 115 116 124 231 221
Outsourced item processing 78 72 79 150 148
Amortization of other intangibles 16 16 21 32 37
Other 178 196 197 374 591
2,721 2,707 2,747 5,428 5,554
Business realignment charges 4 2 - 6 -
Net income before income taxes 1,271 1,429 1,104 2,700 2,187
Income taxes 347 442 344 789 637
Net income before non-controlling interest 924 987 760 1,911 1,550
Non-controlling interest in net income of subsidiaries 17 8 - 25 4
Net income S 907 $ 979 % 760 S 1,886 $ 1,546
Preferred dividends 12 8 8 20 15
Net income available to common shareholders S 895 % 971 % 752 S 1,866 $ 1,531
Average number of common shares (in thousands) 640,842 638,681 648,676 639,741 649,085
Basic earnings per share (in dollars) S 1.40 $ 1.52 % 1.16 S 292 % 2.36
Average number of diluted common shares (in thousands) 651,800 649,118 657,520 650,567 657,818
Diluted earnings per share (in dollars) S 137 $ 1.50 $ 114 S 287 % 2.33
Dividends per share (in dollars) S 55 % 55 % 52 S 110 $ .98

1) Restated comparatives as a result of amendments to the definitions of liabilities and equity. Refer to Note 1.
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY (unaudited)

For the three months ended For the six months ended
April 30 January 31 April 30 April 30 April 30
(C$ millions) 2005 2005 2004 (1) 2005 2004 (1)
Preferred shares
Balance at beginning of period S 832 % 532 % 532 S 532 % 532
Issued - 300 - 300 -
Balance at end of period 832 832 532 832 532
Common shares
Balance at beginning of period 7,021 6,988 7,055 6,988 7,018
Issued 70 44 43 114 96
Purchased for cancellation - (11) (40) (11) (56)
Balance at end of period 7,091 7,021 7,058 7,091 7,058
Additional paid-in capital
Balance at beginning of period 210 169 130 169 85
Renounced stock appreciation rights, net of related income taxes ()] - - ?2) (1)
Stock-based compensation awards 12 (13) 15 (1) 27
Reclassified amounts - - - - 34
Initial adoption of AcG 15, Consolidation of Variable Interest Entities - 54 - 54 -
Other 22 - (5) 22 (5)
Balance at end of period 242 210 140 242 140
Retained earnings
Balance at beginning of period 12,628 12,065 11,734 12,065 11,333
Net income 907 979 760 1,886 1,546
Preferred share dividends (12) (8) (8) (20) (15)
Common share dividends (353) (352) (336) (705) (634)
Premium paid on common shares purchased for cancellation - (53) (197) (53) (275)
Issuance costs, net of related income taxes 3 (3) - - -
Cumulative effect of adopting AcG 17, Equity-Linked Deposit Contracts,
net of related income taxes - - - - 2
Balance at end of period 13,173 12,628 11,953 13,173 11,953
Treasury shares
Balance at beginning of period (312) (294) (431) (294) -
Reclassified amounts - - - - (304)
Net sales 85 36 174 121 47
Initial adoption of AcG 15, Consolidation of Variable Interest Entities - (54) - (54) -
Balance at end of period (227) (312) (257) (227) (257)
Foreign currency translation adjustments, net of related income taxes
Balance at beginning of period (1,426) (1,556) (849) (1,556) (893)
Change in unrealized foreign currency translation gains and losses 325 419 623 744 888
Impact of hedging unrealized foreign currency translation gains and losses (204) (289) (344) (493) (565)
Balance at end of period (1,305) (1,426) (570) (1,305) (570)
Shareholders’ equity at end of period S 19806 $ 18953 $ 18,856 S 19,806 $ 18,856

1) Restated comparatives as a result of amendments to the definitions of liabilities and equity. Refer to Note 1.
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CONSOLIDATED STATEMENT OF CASH FLOWS (unaudited)

For the three months ended

For the six months ended

April 30 January 31 April 30 April 30 April 30
(C$ millions) 2005 2005 2004 (1) 2005 2004 (1)
Cash flows from operating activities
Net income 907 979 760 S 1,886 $ 1,546
Adjustments to determine net cash provided by (used in) operating activities
Provision for credit losses 116 108 149 224 124
Depreciation 106 105 92 211 190
Business realignment charges 3) 2 - 1) -
Business realignment payments 32) 17) - (49) -
Deferred income taxes (122) (11) - (133) 37)
Amortization of other intangibles 16 16 21 32 37
Writedown of deferred issuance costs - - - - 25
Gain on sale of premises and equipment (5) (4) (31) ©9) (36)
Gain on loan securitizations ) (48) (16) (57) (26)
Loss on investment in certain associated companies = - - = 9
Gain on sale of investment account securities (23) 21) (14) (44) (18)
Changes in operating assets and liabilities
Insurance claims and policy benefit liabilities 149 496 269 645 256
Net change in accrued interest receivable and payable - (83) (63) (83) (196)
Current income taxes (201) (192) (138) (393) (1,514)
Derivative-related assets 488 1,984 4,022 2,472 1,284
Derivative-related liabilities (19) (953) (3,095) 972) (263)
Trading account securities (2,560) (9,926) 3,003 (12,486) (4,649)
Net change in brokers and dealers receivable and payable 75 784 (639) 859 432
Other 2,179 2,128) (1,548) 51 1,794
Net cash provided by (used in) operating activities 1,062 (8,909) 2,772 (7,847) (1,042)
Cash flows from investing activities
Change in interest-bearing deposits with banks (229) (547) 1,498 (776) (1,364)
Change in loans, net of loan securitizations (4,654) (5,643) (5,231) (10,297) (7,991)
Proceeds from loan securitizations 1,381 1,297 994 2,678 1,898
Proceeds from sale of investment account securities 11,582 9,213 4,643 20,795 8,903
Proceeds from maturity of investment account securities 4,630 5,632 5,848 10,262 14,192
Purchases of investment account securities (15,446) (12,191) 9,787) (27,637) (24,106)
Change in loan substitute securities - 26 8 26 21
Net acquisitions of premises and equipment (94) (134) (88) (228) (269)
Change in assets purchased under reverse repurchase agreements
and securities borrowed (3,755) 9,057 (7,967) 5,302 (5,897)
Net cash (used in) provided by acquisition of subsidiaries - - (111) - 447
Net cash (used in) provided by investing activities (6,585) 6,710 (10,193) 125 (14,166)
Cash flows from financing activities
Change in deposits 3,472 8,161 6,418 11,633 12,440
Issue of subordinated debentures - - 1,000 - 2,500
Repayment of subordinated debentures (69) - (317) (69) (317)
Issue of preferred shares - 300 - 300 -
Issuance costs - 3) - 3) -
Issue of common shares 64 41 41 105 90
Purchase of common shares for cancellation - (64) 237) (64) (331)
Net sales of treasury shares 109 6 174 115 47
Dividends paid (360) (340) (306) (700) (611)
Dividends/distributions paid by subsidiaries to non-controlling interests ?2) (1) (4) 3) (4)
Change in obligations related to assets sold under repurchase
agreements and securities lent (867) (8,505) 5,761 9,372) 5,261
Change in obligations related to securities sold short 3,327 3,849 (4,561) 7,176 2,079)
Change in short-term borrowings of subsidiaries (340) (653) (549) (993) (480)
Net cash provided by financing activities 5,334 2,791 7,420 8,125 16,516
Effect of exchange rate changes on cash and due from banks 16 6 12 22 13
Net change in cash and due from banks (173) 598 11 425 1,321
Cash and due from banks at beginning of period 4,309 3,711 4,197 3,711 2,887
Cash and due from banks at end of period 4,136 4,309 4,208 S 4,36 $ 4,208
Supplemental disclosure of cash flow information
Amount of interest paid in period 2,063 2,471 1,832 S 4534 $ 3,625
Amount of income taxes paid in period 446 640 355 §$ 1,086 $ 1,908

@

Restated comparatives as a result of amendments to the definitions of liabilities and equity. Refer to Note 1.
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Notes to the interim CO“SOlidatEd finanCial statements unaudited) (All tabular amounts are in millions of Canadian dollars, except per share amounts)

These unaudited interim consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting principles (Canadian GAAP)
and follow the same accounting policies and methods described in our audited consolidated financial statements for the year ended October 31, 2004, except as described
below. Under Canadian GAAP, additional disclosures are required in annual financial statements and accordingly, these interim financial statements should be read in
conjunction with the audited consolidated financial statements for the year ended October 31, 2004 and the accompanying notes included on pages 79A to 114A in our
2004 Annual Report. Certain comparative amounts have been reclassified to conform to the current period’s presentation.

Note 1:  Significant accounting policies
Consolidation of Variable Interest Entities
On November 1, 2004, we adopted Accounting Guideline 15, Consolidation of
Variable Interest Entities (AcG 15), issued by the Canadian Institute of Chartered
Accountants (CICA). AcG 15 provides guidance for applying the consolidation
principles in the CICA Handbook Section 1590, Subsidiaries, to those entities
defined as variable interest entities (VIEs) and more commonly referred to as
special purpose entities (SPEs). There was no material impact to our Consolidated
balance sheet or Consolidated statement of income upon adoption.

The following table provides information about unconsolidated VIEs in which
we have a significant variable interest and VIEs that we consolidated under AcG 15.
In addition, we deconsolidated a capital trust used to raise innovative Tier 1 capital
of $900 million as at November 1, 2004, as a result of adopting AcG 15. For prior
periods presented, this $900 million is reflected as a liability within Trust capital
securities in accordance with the retroactive application of certain revisions to CICA
Handbook Section 3860, Financial Instruments — Disclosure and Presentation,
discussed in the Liabilities and equity section of this note. As a result of the decon-
solidation, the senior deposit note of the same amount that we issued to the trust
is no longer considered inter-company and is reflected in Deposits on our
Consolidated balance sheet, effective November 1, 2004. Yield distributions of
$13 million and $26 million for the three and six months ended April 30, 2005,
respectively, ($13 million for the quarter ended January 31, 2005) accruing to the
holders of these instruments are no longer included in Non-controlling interest
in net income of subsidiaries. Instead, interest expense of a similar amount is rec-
ognized on the senior deposit note. These instruments continue to qualify as Tier 1
capital pursuant to an advisory from the Office of the Superintendent of Financial
Institutions Canada (OSFI) grandfathering such treatment for existing instruments.
The multi-seller conduits that we administer were restructured in 2004 and we did
not consolidate them upon adopting AcG 15. Please refer to pages 83A and 84A of
our 2004 Annual Report for more details.

Liabilities and equity

On November 1, 2004, we adopted the revisions to CICA Handbook Section 3860,
Financial Instruments — Disclosure and Presentation, with retroactive restatement
of prior period comparatives. We reclassified as liabilities in our Consolidated bal-
ance sheet, financial instruments that will be settled by a variable number of our

Consolidated balance sheet

Maximum exposure

Total assets as at to loss as at
April 30, 2005 April 30, 2005
VIEs in which we have a
significant variable interest (1):
Multi-seller conduits we administer (2) $ 30,088 $ 28,937
Third-party conduits 2,645 789
Investment funds 2,526 509
Structured finance VIEs 1,929 1,412
Collateralized Debt Obligations 1,104 18
Other 789 389
Consolidated VIEs (3), (4):
Structured finance VIEs S 1,428
Investment funds 1,313
Repackaging VIEs 707
Compensation vehicles 294
Other 521

(1)  The maximum exposure to loss resulting from our significant variable interest in these VIEs
consists mostly of investments, loans, liquidity facilities and fair value of derivatives with
them. We have recognized $2,842 million of this exposure on our Consolidated balance sheet
as at April 30, 2005 ($2,008 million as at January 31, 2005).

(2)  Total assets represent maximum assets that may have to be purchased by the conduits
under purchase commitments outstanding as at April 30, 2005. Actual assets held by these
conduits as at April 30, 2005, were $21,731 million ($20,311 million as at January 31, 2005).

3) Prior to adopting AcG 15, we either fully or proportionately consolidated most of these enti-
ties, with assets of $2,654 million as at April 30, 2005 ($2,542 million as at January 31, 2005).

(4)  The assets supporting the obligations of these consolidated VIEs as at April 30, 2005, are as
follows: deposits with banks of $148 million ($13 million as at January 31, 2005), securities
of $2,734 million ($2,121 million as at January 31, 2005), loans of $955 million ($942 million
as at January 31, 2005) and other assets of $246 million ($194 million as at January 31, 2005).
The compensation vehicles hold $180 million of our common shares as at April 30, 2005
($312 million as at January 31, 2005).

common shares upon their conversion by the holder as well as the outstanding
returns due. Dividends and yield distributions on these instruments have been
reclassified to Interest expense in our Consolidated statement of income.

The impact of this change is presented below:

April 30 January 31 October 31 April 30

2005 2005 2004 2004

Increase in Other liabilities S 34 $ 8 $ 51 $ 51

Increase in Trust capital securities 1,400 1,400 2,300 2,297

Increase in Preferred share liabilities 300 300 300 300

Decrease in Non-controlling interest in subsidiaries capital trust securities 1,434 1,408 2,351 2,348

Decrease in Shareholders’ equity — preferred shares 300 300 300 300

Consolidated statement of income

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

2005 2005 2004 2005 2004

Increase in Interest expense S 29 $ 28 $ 40 S 57 $ 82

Decrease in Non-controlling interest in net income of subsidiaries 25 25 37 50 75

Decrease in Preferred share dividends 4 3 3 7 7

Net income available to common shareholders and earnings per share were not impacted by these reclassifications. These instruments continue to qualify as Tier 1 capital
pursuant to an OSFI advisory which grandfathers such treatment for existing instruments.

Trade date accounting

During the first quarter of 2004, we changed from settlement date accounting to
trade date accounting for Securities in response to the issuance of CICA Handbook
Section 1100, Generally Accepted Accounting Principles. We reconsidered this
decision in the fourth quarter of 2004 and decided to present our Consolidated
balance sheet using settlement date accounting, as we had done prior to
November 1, 2003. This decision was made partly in response to the issuance

of a re-exposure draft of CICA Handbook Section 3855, Financial Instruments —
Recognition and Measurement, which was finalized in January 2005, as noted
below, and which permits either method of accounting. Comparative information
presented in these financial statements for the second quarter of 2004 has been
restated to reflect this change. This change to settlement date accounting
decreased Securities by $4,248 million, Other assets by $6,081 million, and Other
liabilities by $10,329 million as at April 30, 2004.



Asset retirement obligations

On November 1, 2004, we adopted CICA Handbook Section 3110, Asset Retirement
Obligations. This standard requires that a liability and a corresponding asset be
recognized at fair value for an asset retirement obligation related to a long-lived
asset in the period in which it is incurred and can be reasonably estimated. The
increase in the related long-lived asset will be depreciated over the remaining
useful life of the asset. The adoption of this standard has not materially impacted
our Consolidated balance sheet or Consolidated statement of income.

Future accounting changes

Financial instruments

On January 27, 2005, the CICA issued three new accounting standards: Handbook
Section 1530, Comprehensive Income, Handbook Section 3855, Financial
Instruments — Recognition and Measurement, and Handbook Section 3865, Hedges.
These standards will be effective for us on November 1, 2006. The impact of imple-
menting these new standards on our financial statements is not yet determinable
as it will be dependent on our outstanding positions and their fair values at the
time of transition.

Comprehensive Income

As a result of adopting these standards, a new category, Accumulated other
comprehensive income, will be added to Shareholder’s equity in the Consolidated
balance sheet. Major components for this category will include gains and losses on
financial assets that will be held as available for sale, unrealized foreign currency
translation amounts arising from self-sustaining foreign operations, and changes
in the effective portion of cash flow hedging instruments.

Financial Instruments — Recognition and Measurement

Under the new standard, all financial instruments will be classified as one of the
following: Held-to-maturity, Loans and receivables, Held-for-trading or Available-for-
sale. Financial assets and liabilities held-for-trading will be measured at fair value
with gains and losses recognized in net income. Financial assets held-to-maturity,
loans and receivables and financial liabilities other than those held-for-trading, will
be measured at amortized cost. Available for sale instruments will be measured at
fair value with gains and losses recognized in Other comprehensive income. The
standard also permits re-designation of any financial instrument as held-for-trading
upon initial recognition.

Hedges

Fair value hedges, cash flow hedges and hedges of a net investment in a foreign
operation are available under the new Hedges section. In a fair value hedging
relationship, the carrying value of the hedged item is adjusted by gains or losses
attributable to the hedged risk and recorded in Net interest income. This change in
fair value of the hedged item, to the extent that the hedging relationship is effective,
is offset by changes in the fair value of the derivative. In a cash flow hedging rela-
tionship, the effective portion of the change in the fair value of the hedging deriva-
tive will be recognized in Other comprehensive income. The ineffective portion will
be recognized in Net income. The amounts recognized in Accumulated other
comprehensive income will be reclassified to Net income in the periods in which
Net income is affected by the variability in the cash flows of the hedged item. In
hedging a net investment in a foreign operation, foreign exchange gains and losses
on the hedging instruments will be recognized in Other comprehensive income.

Note 3:  Business held for sale
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Reporting Discontinued Operations
On April 22, 2005, the Emerging Issues Committee of the CICA issued EIC 153,
Applying the Conditions in CICA 3475.27 in Determining Whether to Report
Discontinued Operations, which will be effective for transactions that occur in
fiscal periods beginning on or after the date of its issuance. This EIC clarifies how
to apply the cash flows criteria when determining whether to report discontinued
operations. It will be effective for transactions on or after May 1, 2005.

Note 2:  Business realignment charges
During the quarter, we continued to implement the cost-reduction initiatives that
were approved by the Board of Directors on September 9, 2004, in connection with
our business realignment. We expect the majority of these realignment initiatives
to be completed during fiscal 2005 although the income-protection payments
to severed employees and certain lease obligations will extend beyond that time.
Changes to the employee-related, premises-related and other charges since
January 31, 2005, are set out in the following table:

Employee-  Premises-
related related Other Total
Balance as at January 31, 2005 $ 156 $ 13 11 $ 178
Adjustments (5) 2 - (€)
Cash payments (0 ) (10) (32
Balance as at April 30, 2005 $ 131 $ 1 $ 1 $ 143

We have included in our business realignment charges the fair value of the remain-
ing future lease obligations, net of anticipated sublease revenues, for the premises
that we have vacated but for which we remain the lessee. We have also expensed
the lease cancellation payments for those locations for which we have legally extin-
guished our lease obligation. The carrying value of redundant assets in the closed
premises has been included in premises-related costs. During the quarter, we
closed 10 of RBC Mortgage Company’s branches (quarter ended January 31, 2005 —
10) and none of RBC Centura Bank’s branches (quarter ended January 31, 2005 — 11).
We also incurred approximately $2 million during the quarter in connection with
employee outplacement services. The other charges represent fees charged by a
professional services firm for strategic and organizational advice provided to us
with respect to the business realignment initiatives.

As at April 30, 2005, the business realignment charges to be paid in future
periods were $143 million ($178 million as at January 31, 2005) and are recorded
in Other liabilities on the Consolidated balance sheet. This includes a pension
adjustment for certain employees that we have determined should not be charac-
terized as a business realignment charge. The total business realignment charges
for each segment are disclosed in Note 12. As at April 30, 2005, the majority of the
premises-related charges pertain to U.S. and International Personal and Business
while the Other charges are recorded in Corporate Support. Approximately 1,660
employee positions were initially identified for termination as at October 31, 2004.
We have adjusted this number to 1,590 to primarily reflect the employees of
Liberty Insurance Services Corporation which was sold to IBM Corporation (refer to
Note 4), the related accrual for which was reversed in the first quarter. The number
of employees severed by April 30, 2005, was approximately 1,020.

Following a strategic review of our U.S. operations, we determined that RBC Mortgage Company is no longer a core business that will positively contribute to our U.S. opera-
tions. Accordingly, we have identified RBC Mortgage Company as discontinued operations and have committed to selling it within a year. Our consolidated financial state-
ments include the results of RBC Mortgage Company, selected financial information for which is set out below.

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

2005 2005 2004 2005 2004

Net interest income S 7 $ 12 $ 17 S 19 $ 44
Non-interest income 38 43 49 81 57
Total Revenues 45 55 66 100 101
Non-interest expense 57 53 65 110 130
Business realignment charges 2 - - 2 -
Net income before income taxes (14) 2 1 12) 9)
Net income S 9 $ 2 $ 1 S @ 3% (19)
April 30 January 31 October 31 April 30

2005 2005 2004 2004

Total Assets S 1,300 $ 2,100 $ 2,600 $ 3,700

Total liabilities as at the end of each period presented were nominal.
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Note 4:  Disposition

On December 31, 2004, we completed the sale of our subsidiary, Liberty Insurance Services Corporation, to IBM Corporation for cash. The gain on the sale has been

reported in the Canadian Personal and Business segment.

Note 5:  Goodwill

The business realignment which took effect November 1, 2004, as discussed in Note 12, resulted in the realignment of certain reporting units thereby requiring us to
re-allocate our goodwill to the new reporting units. Given that all of our components, including RBC Dain Rauscher Corporation and RBC Centura Bank, were deemed to be
integrated within the context and application of GAAP, all goodwill has been re-allocated using the relative fair value approach. During the quarter, we completed testing

goodwill for impairment under our new reporting structure and concluded that there was no impairment.

Note 6:  Securitizations

Securitization activity for the three months ended

April 30 January 31 April 30
2005 2005 2004 (1)
Credit Commercial Residential Residential Residential
card mortgage mortgage mortgage mortgage
loans loans loans (3) loans (3) loans (3)
Securitized and sold 1,200 S 176 - $ 1,300 $ 1,000
Net cash proceeds received (2) 600 181 = 1,297 994
Asset backed securities purchased 596 = = - -
Retained rights to future excess interest 8 - - 51 35
Pre-tax gain on sale 4 5 - 48 29
Securities created and retained as investment securities - - 1,008 547 795
Securitization activity for the six months ended
April 30 April 30
2005 2004
Credit Commercial Residential Commercial Residential
card mortgage mortgage mortgage mortgage
lans loans loans (3) loans loans 3)
Securitized and sold 1,200 S 176 1,300 $ 133 $ 1,775
Net cash proceeds received (2) 600 181 1,297 135 1,763
Asset backed securities purchased 596 - - - -
Retained rights to future excess interest 8 = 51 - 49
Pre-tax gain on sale 4 5 48 2 37
Securities created and retained as investment securities - - 1,555 - 1,097

(1)  We did not securitize any credit card loans or commercial mortgage loans during either of the three-month periods ended January 31, 2005, or April 30, 2004.
(2)  With respect to the securitization of credit card loans in the current period, the net cash proceeds received represents gross cash proceeds of $1.2 billion less funds used to purchase notes issued by

the trust with a principal value of $600 million.

3) All residential mortgage loans securitized are government guaranteed.

The key assumptions used to value the retained interests at the date of securitization for activities during the three months ended April 30, 2005, are summarized below.

All rates are annualized except the prepayment rate which is monthly.

Prepayment rate

Excess spread, net of credit losses
Expected credit losses

Discount rate

Note 7:  Stock-based compensation

We prospectively adopted the fair value method of accounting recommended by the CICA in Handbook Section 3870, Stock-based Compensation and Other Stock-based
Payments, for new awards granted after November 1, 2002. For awards granted before November 1, 2002, the pro forma effect of the fair value method is indicated in the

following table:

Pro forma net income and earnings per share

For the three months ended

For the six months ended

April 30 January 31 April 30 April 30 April 30
2005 2005 2004 2005 2004

As reported:
Net income (1) 907 $ 979 760 S 1,886 $ 1,546
Basic earnings per share 1.40 1.52 1.16 2.92 2.36
Diluted earnings per share 1.37 1.50 1.14 2.87 2.33

Pro forma:

Net income (1) 904 $ 974 751 S 1,878 $ 1,529
Basic earnings per share 1.39 1.51 1.15 2.90 233
Diluted earnings per share 1.37 1.49 1.13 2.86 2.30

(1) Netincome for the three and six months ended April 30, 2004, has been restated as a result of amendments to the definitions of liability and equity. Refer to Note 1.



Note 8: Pension and other post-retirement benefits
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For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30

2005 2005 2004 2005 2004

Pension benefit expense S 87 $ 89 $ 83 S 176 $ 168
Other post-retirement benefit expense 47 46 47 93 94

Note 9:  Significant capital transactions

On April 12, 2005, we announced our intention to redeem all of our outstanding
$700 million 6.40% subordinated debentures due August 15, 2010, for 100% of
their principal amount plus accrued interest. The redemption will occur on August 15,
2005. We will finance the redemption out of our general corporate funds.

On March 22, 2005, we announced that we may purchase for cancellation,
from time to time, some or all of our outstanding $250 million Floating-Rate
Debentures due in 2083 and US$300 million Floating-Rate Debentures due in 2085.
The timing, price and other terms will be determined in our sole discretion. As at
April 30, 2005, we have purchased $3.5 million of Floating-Rate Debentures due in
2083 and US$55 million ($66 million) of Floating-Rate Debentures due in 2085.

On January 31, 2005, we issued $300 million of Non-cumulative First Preferred
Shares Series W at $25 per share. Holders are entitled to receive non-cumulative
preferential quarterly dividends in the amount of $0.30625 per share, to yield

Note 10: Earnings per share

4.90% annually. Subject to regulatory approval, we may redeem these shares on or
after February 24, 2010, in whole or in part, at a declining premium. These shares
will also be convertible to our common shares at our option on and after February 24,
2010, at 95% of the weighted average trading price of our common shares.

On June 18, 2004, we announced the renewal of our normal course issuer bid
to purchase, for cancellation, up to 25 million of our common shares through the
facilities of the Toronto Stock Exchange (TSX). Under this bid, purchases may be
made for a one-year period commencing on June 24, 2004. During the quarter, we
did not repurchase any common shares (for the quarter ended January 31, 2005,
we purchased 1,005,449 common shares at an average price of $63.24) and since
the inception of the bid, we have repurchased 7,418,367 common shares at an
average price of $60.92.

For the three months ended For the six months ended

April 30 January 31 April 30 April 30 April 30
2005 2005 2004 2005 2004

Basic earnings per share
Net income (1) S 907 $ 979 $ 760 S 1,886 $ 1,546
Preferred share dividends (12) ® ® (20) (15)
Net income available to common shareholders 895 971 752 1,866 1,531
Average number of common shares (in thousands) 640,842 638,681 648,676 639,741 649,085
S 1.40 $ 1.52 $ 1.16 S 2.92 $ 2.36

Diluted earning per share
Net income available to common shareholders S 895 $ 971 $ 752 S 1,866 $ 1,531
Average number of common shares (in thousands) 640,842 638,681 648,676 639,741 649,085
Stock options (2) 6,793 5,806 6,528 6,371 6,659
Issuable under other stock-based compensations 4,165 4,631 2,316 4,455 2,074
Average number of diluted common shares (in thousands) 651,800 649,118 657,520 650,567 657,818
S 137 % 1.50 $ 114§ 2.87 $ 2.33

1) Net income for the three and six months ended April 30, 2004, has been restated as a result of amendments to the definitions of liability and equity. Refer to Note 1.

(2)  The diluted effect of stock options was calculated using the treasury stock method. This method calculates the number of incremental shares by assuming the outstanding stock options are
(i) exercised and then (i) reduced by the number of shares assumed to be repurchased from the issuance proceeds using the market price of our common shares for the period. Excluded from the
above calculations for the three months ended January 31, 2005, are average options outstanding of 1,027,148 with a weighted average exercise price of $63.40, as these options’ exercise price was
greater than the average market price of our common shares. For each of the three and six months ended April 30, 2005, and April 30, 2004, there were no average options outstanding whose exercise

prices were greater than the average market price of our common shares.

Note 11: Guarantees and contingencies

Guarantees

In the normal course of business, we enter into numerous agreements that may
contain features that meet the definition of a guarantee pursuant to CICA
Accounting Guideline 14, Disclosure of Guarantees (AcG 14).

During the quarter ended January 31, 2005, we reassessed our securities
lending transactions and concluded that certain securities lending agreements with
security lender indemnification meet the definition of a guarantee under AcG 14. In
securities lending transactions, we act as an agent for the owner of a security, who
agrees to lend the security to a borrower for a fee, under the terms of a pre-arranged
contract. The borrower must fully collateralize the security loan at all times. As part
of this custodial business, an indemnification may be provided to security lending
customers to ensure that the fair value of securities loaned will be returned in the
event that the borrower fails to return the borrowed securities and the collateral
held is insufficient to cover the fair value of those securities. These indemnifications
will normally terminate without being drawn upon. The maximum potential amount
of future payments is the contractual amount before taking into consideration the
possibility of recovery by means of realization of collateral held; therefore, the
contractual amount is not indicative of future cash requirements. The term of these
indemnifications varies, as the securities loaned are recallable on demand.

The following table summarizes significant guarantees that we have provided
to third parties as at April 30, 2005. The maximum potential amount of future
payments represents the maximum risk of loss if there were a total default by the
guaranteed parties, without consideration of possible recoveries under recourse
provisions, insurance policies or from collateral held or pledged.

Maximum potential amount
of future payments

Credit derivatives and written put options (1) $ 42,282
Securities lending 28,900
Backstop liquidity facilities 27,473
Financial standby letters of credit and performance guarantees 13,930
Stable value products (1) 9,733
Credit enhancements 4,212
Mortgage loans sold with recourse 356

(1)  The notional amount of the contract approximates the maximum potential amount of
future payments.

The fair value of credit derivatives and written put options as at April 30, 2005, was
$339 million and this amount was included in Other — Derivative-related amounts in
our Consolidated balance sheet ($162 million as at January 31, 2005; $109 million
as at October 31, 2004; and $180 million as at April 30, 2004).

Refer to Note 20 of our 2004 Annual Report for further information on the
above guarantees and a description of our obligations under certain indemnification
agreements.

Enron litigation
Royal Bank of Canada and certain related entities are defendants in the adversary
proceedings in the United States Bankruptcy Court, Southern District of New York,
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previously brought by Enron Corp. (and related debtor affiliates) along with numer-
ous other financial institution defendants.

Royal Bank of Canada and certain related entities are named as defendants
in an action commenced by a putative class of purchasers of Enron publicly traded
equity and debt securities between January 9, 1999, and November 27, 2001, entitled
Regents of the University of California v. Royal Bank of Canada in the United States
District Court, Southern District of Texas (Houston Division). This case has been
consolidated with the lead action captioned Newby v. Enron Corp., which is the
main consolidated putative Enron shareholder class action wherein similar claims
have been made against numerous other financial institutions. In addition, Royal
Bank of Canada and certain related entities have been named as defendants in
Enron-related cases, which are filed in various courts in the U.S., asserting similar
claims filed by purchasers of Enron securities. Royal Bank of Canada is also a third-
party defendant in cases in which Enron’s accountants, Arthur Andersen LLP, filed
third-party claims against a number of parties, seeking contribution if Arthur
Andersen LLP is found liable to plaintiffs in these actions.

It is not possible to predict the ultimate outcome of these lawsuits or the
timing of their resolution. Management reviews the status of these matters on an

Note 12: Results by business segment
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ongoing basis and will exercise its judgment in resolving them in such manner as it
believes to be in our best interests. We will defend ourselves vigorously in these
cases. However, given the significant uncertainties surrounding the timing and out-
come of this litigation, the large number of cases, the multiple defendants in many
of them, the novel issues presented, the length of time before these cases will be
resolved by settlement or through litigation, and the current difficult litigation
environment, no provision for loss has been recorded in the interim consolidated
financial statements as it is presently not possible to determine our ultimate
exposure for these matters. Management believes the ultimate resolution of these
lawsuits and other proceedings, while not likely to have a material adverse effect
on our consolidated financial position, may be material to our operating results for
any particular period.

Other

Various other legal proceedings are pending that challenge certain of our practices
or actions. Management considers that the aggregate liability resulting from

these other proceedings will not be material to our financial position or results

of operations.

Quarterly earnings
Canadian U.S. and International
Personal and Business Personal and Business Global Capital Markets
Q2/05 Q1/05 Q2/04 Q2/05 Q1/05 Q2/04 Q2/05 Q1/05 Q2/04
Net interest income $ 1281 $ 1,286 $ 1,197 $ 281 $ 277 % 270 $ 253 $ 209 $ 192
Non-interest income 1,758 1,708 1,553 470 475 502 694 851 803
Total revenues 3,039 2,994 2,750 751 752 772 947 1,060 995
Provision for (recovery of) credit losses 158 103 141 15 14 20 (46) ()] ()]
Insurance policyholder benefits, claims and acquisition expense 622 582 508 - - - - - -
Non-interest expense 1,492 1,415 1,361 632 599 701 614 700 678
Business realignment charges 1 . - 2 - - - - -
Income taxes and non-controlling interest 235 291 237 25 41 11 93 105 90
Net income (loss) S 531 $ 603 $ 503 $ 77 $ 98 $ 40 $ 286 $ 257 $ 229
Corporate Support Total
Q2/05 Q1/05 Q2/04 Q2/05 Q1/05 Q2/04
Net interest income S 33) $ 33 $ ®)S$ 1,782 $ 1,739 $ 1,577
Non-interest income 30 55 73 2,952 3,089 2,931
Total revenues 3) 22 ©) 4,734 4,828 4,508
Provision for (recovery of) credit losses 11) @) (10) 116 108 149
Insurance policyholder benefits, claims and acquisition expense = - - 622 582 508
Non-interest expense 17) (%) 7 2,721 2,707 2,747
Business realignment charges 1 2 . 4 2 .
Income taxes and non-controlling interest 11 13 6 364 450 344
Net income (loss) S 13 $ 21 $ 12 $ 907 $ 979 $ 760
Six-month earnings
Canadian U.S. and International Global
Personal and Business Personal and Business Capital Markets
2005 2004 2005 2004 2005 2004
Net interest income S 2567 $ 2,406 S 558 $ 536 $ 462 $ 398
Non-interest income 3,466 3,022 945 976 1,545 1,551
Total revenues 6,033 5,428 1,503 1,512 2,007 1,949
Provision for (recovery of) credit losses 261 188 29 39 (48) (83)
Insurance policyholder benefits, claims and acquisition expense 1,204 960 — - — -
Non-interest expense 2,907 2,706 1,231 1,335 1,314 1,505
Business realignment charges 1 - 2 - - -
Income taxes and non-controlling interest 526 496 66 36 198 121
Net income (loss) S 1,134 $ 1,078 S 175 $ 102 $ 543 $ 406
Corporate Support Total
2005 2004 2005 2004
Net interest income S (66) $ (136) S 3,521 $ 3,204
Non-interest income 85 72 6,041 5,621
Total revenues 19 (64) 9,562 8,825
Provision for (recovery of) credit losses (18) 20) 224 124
Insurance policyholder benefits, claims and acquisition expense - - 1,204 960
Non-interest expense (24) 8 5,428 5,554
Business realignment charges 3 - 6 -
Income taxes and non-controlling interest 24 (12) 814 641
Net income (loss) S 34 $ 40)S 1,886 $ 1,546
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Effective November 1, 2004, we reorganized our previous five business segments Our management-reporting process measures the performance of our

(RBC Banking, RBC Insurance, RBC Investments, RBC Capital Markets and RBC business segments based on our management structure and is not necessarily
Global Services) into three (Canadian Personal and Business, U.S. and International comparable with similar information for other financial services companies.
Personal and Business, and Global Capital Markets). The Canadian Personal and We use a management-reporting model that includes methodologies for funds
Business segment consists of banking and investments in Canada, and our global transfer pricing, attribution of Economic Capital and cost transfers to measure
insurance businesses. The U.S. and International Personal and Business segment business segment results. Operating revenues and expenses directly associated
consists of our banking and retail brokerage businesses in the U.S., banking in the with each segment are included in the business segment results. Transfer pricing
Caribbean and private banking internationally. The Global Capital Markets segment of funds and inter-segment transactions are generally at market rates. Overhead
includes corporate, commercial and investment banking, securities custody and costs, indirect expenses and capital are attributed to the business segments based
transaction processing. The fixed income business of RBC Dain Rauscher on allocation and risk-based methodologies. The capital attribution methodologies
Corporation, which was previously recorded in RBC Investments, is now recorded involve a number of assumptions and judgments, and directly impact other

in Global Capital Markets. All other enterprise level activities that are not allocated measures such as business return on equity and return on risk capital. We revised
to these three business segments are reported under our fourth segment, certain methodologies effective November 1, 2004, in conjunction with our new
Corporate Support. Consolidation adjustments are also included in Corporate management-reporting model. All methodologies are periodically reviewed to
Support. The comparative results have been restated to conform with the new ensure they remain valid.

basis of segment presentation. As discussed in Note 3, we have identified RBC
Mortgage Company as the discontinued operations, the financial results of which
are included in the U.S. and International Personal and Business segment.

Note 13: Reconciliation of the application of Canadian and United States generally accepted accounting principles

The consolidated financial statements are prepared in accordance with Subsection 308 of the Bank Act (Canada), which states that except as otherwise specified by OSFI,
the financial statements are to be prepared in accordance with Canadian GAAP. Material differences between Canadian and United States GAAP are described below.

Condensed consolidated balance sheet

As at April 30 As at October 31 As at April 30
2005 2004 2004
Canadian us. Canadian us. Canadian us.
GAAP Differences GAAP GAAP Differences GAAP GAAP Differences GAAP

Assets
Cash and due from banks S 4136 S -$ 4136 $ 3711 $ -$ 3711 % 4208 $ - $ 4,208
Interest-bearing deposits with banks 7,043 (33) 7,010 6,267 16 6,283 3,311 19 3,330
Securities

Trading account 101,808 947 102,755 89,322 (1,687) 87,635 92,006 3,607 95,613

Investment account 37,102 (37,102) - 38,923 (38,923) - 43,222 (43,222) -

Loan substitute 675 (675) - 701 (701) - 304 (304) -

Available for sale - 38,055 38,055 - 39,861 39,861 - 44,064 44,064
Assets purchased under reverse repurchase agreements

and securities borrowed 43,015 - 43,015 48,317 - 48,317 49,784 - 49,784

Loans (net of allowance for loan losses) 179,186 997 180,183 173,088 967 174,055 169,010 8,532 177,542
Other

Customers’ liability under acceptances 6,654 - 6,654 6,184 - 6,184 6,191 - 6,191

Derivative-related amounts 36,419 1,289 37,708 38,891 1,190 40,081 34,328 1,070 35,398

Premises and equipment 1,772 (28) 1,744 1,756 25) 1,731 1,775 20) 1,755

Goodwill 4,504 45 4,549 4,369 47 4,416 4,986 44 5,030

Other intangibles 513 - 513 523 - 523 594 - 594

Reinsurance recoverables - 1,720 1,720 - 1,701 1,701 - 1,989 1,989

Separate account assets = 105 105 - 120 120 - 154 154

Other assets 12,615 18,806 31,421 17,144 15,920 33,064 15,971 14,174 30,145

S 435,442 S 24,126 S 459,568 $ 429,196 $ 18,486 $ 447,682 $ 425,690 $ 30,107 $ 455,797

Liabilities and shareholders’ equity

Deposits $ 283,492 $ 336 $ 283,828 $ 270,959 $ 616 $ 271,575 $ 271,585 $ 617 $ 272,202
Other
Acceptances 6,654 = 6,654 6,184 - 6,184 6,191 - 6,191
Obligations related to securities sold short 32,181 (114) 32,067 25,005 (1,190) 23,815 20,776 4,800 25,576
Obligations related to assets sold under repurchase agreements
and securities loaned 19,572 - 19,572 28,944 - 28,944 32,462 - 32,462
Derivative-related amounts 41,229 721 41,950 42,201 669 42,870 37,512 732 38,244
Insurance claims and policy benefit liabilities 7,483 2,481 9,964 6,838 2,514 9,352 5,512 2,100 7,612
Separate account liabilities - 105 105 - 120 120 - 154 154
Other liabilities 14,550 19,864 34,414 20,387 16,014 36,401 21,655 22,498 44,153
Subordinated debentures 8,101 462 8,563 8,116 406 8,522 8,423 380 8,803
Trust capital securities 1,400 (1,400) - 2,300 (2,300) - 2,297 2,297) -
Preferred share liabilities 300 (300) - 300 (300) - 300 (300) -
Non-controlling interest in subsidiaries 674 1,434 2,108 58 1,466 1,524 121 1,464 1,585
Shareholders’ equity 19,806 537 20,343 17,904 471 18,375 18,856 (41) 18,815

S 435,442 S 24,126 S 459,568 $ 429,196 $ 18,486 $ 447,682 $ 425,690 $ 30,107 $ 455,797
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Condensed consolidated statements of income

For the three months ended

For the six months ended

April 30 January 31 April 30 April 30 April 30
2005 2005 2004 2005 2004
Net income, Canadian GAAP S 907 $ 979 $ 760 S 1,886 $ 1,546
Differences:
Net interest income
Derivative instruments and hedging activities (1) 12 4 5 16 3
Variable interest entities (2) - - (4) - (18)
Liabilities and equity (9) 29 28 40 57 82
Non-interest income
Insurance accounting (4) (138) (166) (159) (304) 74)
Derivative instruments and hedging activities (1) @) 4 6 3) 10
Reclassification of securities (5) - - 4 = 7
Variable interest entities (2) - - 1 - 2
Limited partnerships (6) (0] #)] (5) (4) 20)
Joint ventures (3) (48) 37) (34) (85) 67)
Other (10) @) - 3) @) 3)
Provision for credit losses
Joint ventures (3) 17 - - 17 -
Reclassification of securities (5) - - (] - D
Insurance policyholder benefits, claims and acquisition expense
Insurance accounting (4) 144 234 157 378 271
Non-interest expense
Stock appreciation rights (7) 15 - (4) 15 (5)
Insurance accounting (4) 16 17 13 33 22
Joint ventures (3) 29 29 27 58 53
Variable interest entities (2) - - (10) - (10)
Income taxes and net difference in income taxes due to the above items (8) (11) (24) 9 35) 20
Non-controlling interest in net income of subsidiaries
Variable interest entities (2) - - 12 - 24
Liabilities and equity (9) (25) 25) 37) (50) 75)
Net income, U.S. GAAP S 936 $ 1,041 $ 774 S 1,977 $ 1,567
Basic earnings per share (11)
Canadian GAAP S 1.40 $ 1.52 $ 1.16 S 2.92 $ 2.36
U.S. GAAP S 1.43 $ 1.61 $ 117 S 304 % 2.37
Diluted earnings per share (11)
Canadian GAAP S 1.37 $ 1.50 $ 114 S 2.87 $ 2.33
U.S. GAAP S 1.41 $ 1.58 $ 116 S 299 % 234
For the six months ended
April 30 April 30
Consolidated statements of comprehensive income 2005 2004
Net income, U.S. GAAP S 1,977 $ 1,567
Other comprehensive income
Changes in unrealized gains and losses on available for sale securities 34 42
Changes in unrealized foreign currency translation gains and losses 744 888
Impact of hedging unrealized foreign currency translation gains and losses (493) (565)
Change in gains and losses on derivatives designated as cash flow hedges (102) (143)
Reclassification to earnings of gains and losses on cash flow hedges 52 15
Additional pension obligation - (13)
Total comprehensive income S 2,212 $ 1,791

For a complete discussion of U.S. and Canadian GAAP differences, refer to Note 26 on pages 111A to 114A of our 2004 Annual Report.

Significant balance sheet reconciling items

Additional pension obligation

Recording an additional pension obligation in accordance with U.S. GAAP would
increase Other assets by $35 million and Other liabilities by $102 million, and
would decrease Shareholders’ equity by $67 million as at April 30, 2005.

Trade date accounting

The application of trade date accounting to our Consolidated balance sheet would
increase Other assets by $7,116 million, Other liabilities by $7,873 million and
Securities by $757 million as at April 30, 2005.

Non-cash collateral
Accounting for non-cash collateral under U.S. GAAP would increase Other assets
and Other liabilities by $11,130 million as at April 30, 2005.

Right of offset

Canadian GAAP requires net presentation of assets and liabilities that are subject
to a legal right of offset where we intend to settle these assets and liabilities either
on a net basis or simultaneously. In addition to these criteria, under U.S. GAAP,
the assets and liabilities must pertain to the same party. Application of U.S. GAAP
would increase Securities by $190 million, Loans by $955 million, Other assets by
$9 million, Deposits by $199 million, and Other liabilities by $955 million as at
April 30, 2005.

Significant statement of income reconciling items

(1) Derivative instruments and hedging activities
Recording derivatives and hedging activities in accordance with U.S. GAAP
would increase Net income by $3 million and $8 million for the three and six
months ended April 30, 2005, respectively. It would also increase Loans by
$42 million, Other assets by $992 million, Deposits by $137 million, Other
liabilities by $554 million and Subordinated debentures by $462 million, and
would decrease Interest-bearing deposits with banks by $33 million and
Shareholders’ equity by $152 million as at April 30, 2005.

(2) Variable interest entities
With the adoption of Accounting Guideline 15, Consolidation of Variable
Interest Entities on November 1, 2004, the treatment of VIEs is consistent in
all material respects with Financial Accounting Standards Board (FASB)
Interpretation No. 46 (revised December 2003), Consolidation of Variable
Interest Entities under U.S. GAAP.

(3) Joint ventures
Accounting for investments in joint ventures under U.S. GAAP would decrease
Other assets and Other liabilities by $93 million as at April 30, 2005, but would
have no impact on Net income.



(4) Insurance accounting
The application of U.S. GAAP would increase Net income by $14 million and
$69 million for the three and six months ended April 30, 2005, respectively.
It would also increase Other assets by $2,681 million, Other liabilities by
$2,527 million and Shareholders’ equity by $154 million as at April 30, 2005.

(5) Reclassification of securities
Classifying Securities in accordance with U.S. GAAP would have no impact on
Net income for the three and six months ended April 30, 2005. It would
increase Securities by $415 million, Shareholders’ equity by $266 million and
decrease Other assets by $149 million as at April 30, 2005.

(6) Limited partnerships
Applying the equity method under U.S. GAAP would decrease Net income by
$1 million and $2 million for the three and six months ended April 30, 2005,
respectively. It would also increase Other assets by $119 million, and would
decrease Securities by $128 million and Shareholders’ equity by $9 million as
at April 30, 2005.

(7) Stock appreciation rights
Recording compensation expense in accordance with U.S. GAAP would
increase Net income by $10 million and $10 million for the three and six
months ended April 30, 2005, respectively. It would increase Shareholders’
equity by $25 million, and would decrease Other assets by $15 million and
Other liabilities by $40 million as at April 30, 2005.

(8) Income taxes
In addition to the tax impact of the differences outlined in the Significant state-
ment of income reconciling items, under U.S. GAAP, the effects of changes in
tax rates on deferred income taxes are recorded when the tax rate change has
been passed into law. Under Canadian GAAP, these effects are recorded when
the tax rate changed has been substantively enacted.

(9) Liabilities and equity
As discussed in Note 1, we adopted the revisions to CICA Handbook Section
3860, Financial Instruments: Disclosure and Presentation, on November 1,
2004, under Canadian GAAP with retroactive restatement of prior period
comparatives. These revisions require liability classification for financial instru-
ments that can be settled by a variable number of our common shares upon
their conversion by the holder. As a result, we reclassified certain preferred
shares and Non-controlling interest in subsidiaries as liabilities. Dividends
and yield distributions on these instruments have been reclassified to Interest
expense in our Consolidated statement of income. There was no correspond-
ing change in U.S. GAAP where these instruments continue to be reported as
preferred shares in Shareholders’ equity and as Non-controlling interest in
subsidiaries. Removing the effects of these changes would increase U.S. GAAP
net income by $4 million and $7 million for the three and six months ended
April 30, 2005, respectively. It would increase Shareholders’ equity and Non-
controlling interest in subsidiaries by $300 million and $1,434 million, respec-
tively, and reduced Preferred share liabilities, Trust capital securities and
Other liabilities by $300 million, $1,400 million and $34 million, respectively,
as at April 30, 2005.

(10) Other
Other differences between U.S. and Canadian GAAP relate to guarantees, loan
commitments and other minor items. The net of these items would decrease
Net income by $1 million and $1 million for the three and six months ended
April 30, 2005, respectively. It would decrease Securities by $9 million,
increase Other assets by $112 million, Other liabilities by $83 million and
Shareholders’ equity by $20 million as at April 30, 2005.

(11) Two-class method of calculating earnings per share
When calculating earnings per share under U.S. GAAP we are required to give
effect to securities or other instruments or contracts that entitle their holders
to participate in undistributed earnings when such entitlement is nondiscre-
tionary and objectively determinable. The impact of this calculation reduces
U.S. GAAP basic earnings per share for the three and six months ended April 30,
2005, by less than one cent and by approximately one cent, respectively.
The impact on diluted earnings per share for the three and six months ended
April 30, 2005, is less than one cent. Basic earnings per share for the three and
six months ended April 30, 2004, were restated to reflect a reduction of one
cent per share.
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Changes in significant accounting policies affecting U.S. and

Canadian GAAP differences

Variable interest entities: With the adoption of Accounting Guideline 15,
Consolidation of Variable Interest Entities, on November 1, 2004, the treatment of
VIEs is consistent in all material respects with FASB Interpretation No. 46 (revised
December 2003), Consolidation of Variable Interest Entities, under U.S. GAAP.

Liabilities and equity: As discussed in Note 1, we adopted the revisions to CICA
Handbook Section 3860, Financial Instruments — Disclosure and Presentation on
November 1, 2004, under Canadian GAAP with retroactive restatement of prior
period comparatives. These revisions require liability classification for financial
instruments that can be settled by a variable number of our common shares upon
their conversion by the holder. As a result, we reclassified certain preferred shares
and Non-controlling interest in subsidiaries as liabilities. Dividends and yield
distributions on these instruments have been reclassified to Interest expense in
our Consolidated statement of income. There was no corresponding change in
U.S. GAAP where these instruments continue to be reported as preferred shares in
Shareholders’ equity and as Non-controlling interest in subsidiaries.

Nontraditional Long-Duration Contracts and Separate Accounts: Statement of
Position 03-1, Accounting and Reporting by Insurance Enterprises for Certain
Nontraditional Long-Duration Contracts and for Separate Accounts (SOP 03-1),
issued by the American Institute of Certified Public Accountants, became effective
for us on November 1, 2004, under U.S. GAAP. The most significant requirements
of SOP 03-1 are reporting and measurement of separate account assets and
liabilities when specified criteria are not met, classification and valuation of certain
non-traditional long-duration contract liabilities, capitalization and amortization

of sales inducements. The implementation of SOP 03-1 did not have a significant
impact on our financial statements.

Reporting of Discontinued Operations: In November 2004, the Emerging Issues
Task Force (EITF) reached a final consensus on EITF 03-13, Applying the Conditions
in Paragraph 42 of FASB Statement No. 144 in Determining Whether to Report
Discontinued Operations, which provides clarifying guidance on applying the cash
flows criteria for determining whether to report discontinued operations. The
guidance provided in this EITF is effective for components either disposed of or
classified as held-for-sale in fiscal periods beginning after December 15, 2004.

Future accounting changes

Stock-based compensation: In December 2004, FASB issued FASB Statement

No. 123 (revised 2004), Share-Based Payment (FAS 123R). FAS 123R requires that
compensation cost relating to share-based payment transactions be measured and
recognized in financial statements based on the fair value of the equity or liability
instruments issued. In March 2005, the Securities and Exchange Commission (SEC)
issued Staff Accounting Bulletin No. 107, Share-Based Payment, which expresses
the SEC staff’s views on FAS 123R and is effective upon adoption of FAS 123R.
Pursuant to SEC’s announcement in April 2005, companies are allowed to imple-
ment the standard at the beginning of their next fiscal year, instead of their next
reporting period, that begins after June 15, 2005. We will implement these require-
ments on November 1, 2005.

Note 14: Subsequent event

RBC Mortgage Company

On May 27, 2005, we announced an agreement to sell selected assets of

RBC Mortgage Company. Certain details of the agreement are still under
discussion so we have not yet determined the impact on our overall operations.

Renewal of normal course issuer bid

On May 27, 2005, we announced our intention, subject to the approval of Toronto
Stock Exchange (TSX), to renew our normal course issuer bid to repurchase up to
10 million common shares, which represent approximately 1.5% of our outstand-
ing shares as at April 30, 2005, through TSX facilities. We will determine the
amount and timing of such purchases, at our discretion.
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SHAREHOLDER INFORMATION

ROYAL BANK OF CANADA  SECOND QUARTER 2005

Corporate headquarters
Street address:

Royal Bank of Canada
200 Bay Street

Toronto, Ontario, Canada
Tel: (416) 974-5151

Fax: (416) 955-7800

Mailing address:
P.0.Box 1

Royal Bank Plaza
Toronto, Ontario
Canada M5) 2J5

website:
rbc.com

Transfer Agent
and Registrar

Main Agent
Computershare Trust
Company of Canada

Street address:

1500 University Street
Suite 700

Montreal, Quebec
Canada H3A 3S8

Tel: (514) 982-7888, or
1-866-586-7635

Fax: (514) 982-7635

Mailing address:

P.0. Box 1570, Station “B”
Montreal, Quebec

Canada H3B3L2

website:
computershare.com

Co-Transfer Agent (U.S.)
The Bank of New York
101 Barclay Street

New York, New York
U.S. 10286

Co-Transfer Agent

(United Kingdom)
Computershare Services PLC
Securities Services — Registrars
P.0. Box No. 82, The Pavilions,
Bridgwater Road, Bristol

BS99 7NH England

Stock exchange listings
(Symbol: RY)

Common shares are listed on:
Canada

Toronto Stock Exchange (TSX)
U.s.

New York Stock Exchange (NYSE)
Switzerland

Swiss Exchange (SWX)

All preferred shares are listed
on the Toronto Stock Exchange.

Valuation Day price

For capital gains purposes, the
Valuation Day (December 22,
1971) cost base for the bank’s
common shares is $7.38 per
share. This amount has been
adjusted to reflect the two-for-
one share split of March 1981
and the two-for-one share split of
February 1990. The one-for-one
share dividend paid in October
2000 did not affect the Valuation
Day value for the bank’s common
shares.

Shareholder contact

For information about stock
transfers, address changes,
dividends, lost stock certificates,
tax forms, estate transfers,
contact: Computershare Trust
Company of Canada

1500 University Street,

Suite 700

Montreal, Quebec

Canada H3A 3S8

Tel: (514) 982-7888 or
1-866-586-7635

For other shareholder inquiries,
contact: Investor Relations
Royal Bank of Canada

123 Front Street West,

6th Floor

Toronto, Ontario

Canada M5) 2M2

Tel: (416) 955-7806

or visit our website at:
rbc.com/investorrelations

2005 quarterly earnings
release dates

First quarter Feb. 25
Second quarter May 27
Third quarter Aug. 26
Fourth quarter Dec. 9

Direct deposit service
Shareholders in Canada and the
U.S. may have their dividends
deposited by electronic funds
transfer. To arrange for this
service, please contact
Computershare Trust Company of
Canada at their mailing address.

Dividend Reinvestment Plan
The Bank’s Dividend Reinvest-
ment Plan provides its registered
common shareholders residing
in Canada and the United States
with the means to purchase
additional common shares of the
bank through the automatic rein-
vestment of their cash dividends.

For more information on
participation in the Dividend
Reinvestment Plan, please
contact our Plan Agent:

Computershare Investor
Services, Inc.

Attn: Dividend Reinvestment Dept.
100 University Ave., 9th Floor
Toronto, Ontario M5 2Y1
Tel: 1-866-586-7635 (Canada
and U.S.)

(514) 982-7888

Fax: (416) 263-9394 or
1-888-453-0330

e-mail:
service@computershare.com

Dividend dates for 2005

Institutional investors, brokers
and security analysts

For financial information inquiries,
contact: Senior Vice-President,
Investor Relations

Royal Bank of Canada

123 Front Street West

6th Floor

Toronto, Ontario

Canada M5) 2M2

Tel: (416) 955-7803

Fax: (416) 955-7800

Common share repurchases
The bank is engaged in a normal
course issuer bid through the
facilities of the Toronto Stock
Exchange. During the one-year
period ending June 23, 2005,

the bank may repurchase up to
25 million shares in the open mar-
ket at market prices. The amount
and timing of the purchases are
to be determined by the bank.

A copy of the bank’s Notice of
Intention to file a normal course
issuer bid may be obtained,
without charge, by contacting the
Secretary of the bank at the
bank’s Toronto mailing address.

Subject to approval by the Board of Directors.

Record dates

Payment dates

Common and preferred
shares series N, O, Pand S

Preferred shares series W

Jan. 26 Feb. 24
Apr. 25 May 24
Jul. 26 Aug. 24
Oct. 25 Nov. 23
Apr. 25 May 24
Jul. 26 Aug. 24
Oct. 25 Nov. 23

Credit ratings

(as at May 27, 2005)

Short-term debt

Senior long-term debt

Moody’s Investors Service
Standard & Poor’s

Fitch Ratings

Dominion Bond Rating Service

P-1 Aa2

A-1+ AA-

F1+ AA
R-1(middle) AA(low)
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