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he Royal Bank of Canada, founded more than a century

ago, is Canada’s largest chartered bank, with assets of

$87.5 billion. From its beginnings, the Royal has worked

towards two fundamental goals: the provision of
high-quality banking services to all sectors of Canadian society
and a vigorous participation in international trade and world
markets.

The Royal’s international network of branches, sub-
sidiaries and affiliates now has more than 200 operating units
in 46 countries. These units account for more than a third of
the Bank’s total assets. In terms of both assets and deposits,
the Royal is North America’s fourth largest bank.

The Bank’s domestic operations are managed by regional
headquarters in seven major Canadian cities, and marketed
through an extensive network of some 1,500 branches across
Canada. Serving customers through these branches, along with
over 80 in other countries, the Royal Bank is one of the world’s
largest retail banks. Based on this traditional strength, the
Bank also has extended around the world a wide range of com-
mercial and wholesale banking services, backed by specialized
groups with particular expertise in energy, mining and trade
finance, merchant banking and project financing, money
markets, foreign exchange and agricultural financing.

The Corporate Headquarters is in Montreal, Canada,
with certain head office functions located in Toronto and
Calgary. In order to bring prompt decision-making as close to
the client as possible, important area headquarters are also
situated around the world, as well as in key Canadian cities.
The international offices are well-established in New York,
London, Paris, Hong Kong and Coral Gables. The Royal’s
service is further extended through more than 3,500 corre-
spondent bank relationships in practically every country of
the world.

It continues to be the view of Royal Bank management
that success is best achieved through developing and providing
the highest quality of banking services where they are needed
by clients. To that end, the Bank places heavy stress on the
selection, training and development of its staff — now nearly
39,000 — and puts a heavy premium not only upon respon-
siveness, innovation, skill and knowledge, but also upon
judgement, integrity and the highest standards of ethics and
social responsibility.
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Highlights
of the Year

he Royal Bank of Canada per-
formed very well in 1981 as
measured by the key financial
indicators.

Balance of revenue after
taxes (chart I), or after-tax net income,
amounted to $492.5 million in 1981, an
increase of 50 per cent over 1980.
Domestic earnings were $315.5 million,
arise of $133.5 million over 1980.
International earnings also registered a
gain over 1980, climbing $31.6 million
to $177.0 million this year.

Earnings per share (chart II),
after adjusting for the March, 1981
two-for-one stock split, were $5.92 in
1981, an increase of 33 per cent over
1980. This growth rate is lower than
the increase in total after-tax earnings
primarily due to the larger number of
average shares outstanding which
resulted mainly from the rights issue in
the fall of 1980. When the $100 million
of convertible debentures issued during
1981 are taken into account, fully
diluted earnings per share were 3¢
lower than the basic earnings per share.

Two-thirds of the increase in prof-
its relates to the unusually large growth
in the Bank’s average total assets
(chart III) which were $75.2 billion in
1981, 31 per cent higher than the
previous year. Year-end assets of the
Bank were $87.5 billion, 39 per cent
higher than at the end of fiscal 1980.

Charts IV and V illustrate the
five-year trends in two very important
performance yardsticks. The Bank’s
return on assets, as shown on chart IV,
or earnings per $100 of assets,
amounted to 65¢ in 1981, up 8¢ from
last year’s figure and is the highest level
attained since 1975. Return on equity
was 21.7 per cent, considerably higher
than the 18.2 per cent earned in 1980,
making it possible for shareholders to
obtain a satisfactory real rate of
return, after inflation is taken into ac-
count. As well, such a return is neces-
sary to generate additional capital to
support the growing asset level, which
is also increased by inflation.

In 1981, the Royal substantially
increased dividends paid to share-
holders, to $1.70 per share, up 335
per cent from 1980. The Bank main-
tains a policy of providing reasonable
growth in distribution of earnings. A
significant portion of earnings must,
however, be retained by the Bank to
support future asset growth.

Overall, 1981 has been a year of
achievement for the Royal Bank and
management anticipates continued
success.
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Chairman’s
Message

he past year has been a

turbulent one, both in

Canada and around the

world. Economic
uncertainty, political disputes
and social unrest have resulted
in a difficult environment for
business. Little of this was
unexpected. In our 1980
Report, we identified a
number of key external fac-
tors which we felt would
significantly affect the Bank
during the decade of the
eighties. They included infla-
tion and energy requirements;
a global redistribution of
political and economic power,
accompanied by an unstable
world monetary system, and
increasing political tension.
Finally, there would be the im-
pact of new technology. Each
of these issues, to a greater or
lesser degree, have provided
challenges to the Bank in the
year just completed, and will
continue to do so in the
future.

As part of our strategic
planning process, we
developed, and put in place
over a year ago, a new and
more decentralized manage-
ment structure. The intention
was not only to provide a
degree of management flex-
ibility appropriate to our
increasing stature as a major
international financial insti-
tution, but to ensure that the
entire organization would be
capable of competent and
professional responses to the
increasingly difficult and
uncertain environment we
thought lay ahead.

It is my pleasure to pre-
sent to you the Annual Report
of The Royal Bank of Canada
for 1981. I hope you will agree
that the results fully justify the
confidence placed in the new
management structure. While
general business growth and
other factors contributed to
your Bank’s performance, I
am personally proudest of the
significant improvements in
productivity, and want to give
full credit where it is due — to
the operating managers and
their staffs.

Productivity and profit-
ability are critical to the
successful operation of an in-
ternational bank in a volatile
global economic climate. Both
are fundamental to the stabili-
ty of the Bank in the coming
years. 1981 was a year of
substantial achievement in
both areas.

The coming year is cer-
tain to present challenges of
increasing complexity. In
many industrialized nations,
including Canada, it will be a
critical year, one in which
government economic policies
and private sector responses
will be severely tested by the
continuing struggle with infla-
tion. The results may well be
the key determinant of

continued on page 9
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With senior representation from all parts of the Bank, world-wide, the Management Commitlee is a Jfocal point for discussion and review of operations and
corporate and divisional goals. Key members are shown below and on the facing page.
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Chief Executive Officer
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i " Vice-Chairman

J. K. Finlayson
President

western economies for much
of the rest of the decade.

For the Bank, dealing
with these difficulties will re-
quire professionalism and
depth of management skills in
increasing degree. This means
the continuing development
of a new generation of leader-
ship, capable of sustaining
our recognized strengths while
adapting to new circum-
stances. My colleagues and I
see the task of building on the
existing firm foundation of
human resources within the
Bank as a first priority.

If the Royal is to achieve
the potential we believe it to
have, it will be because of the
abilities of our people. We
cannot rely on past successes
as guarantees of future
achievement. As conditions
change, so do the challenges,
but we can be certain that
good judgement, ingenuity,
integrity, entrepreneurial spirit
and dedication to service will
continue to be fundamental.
As I noted last year, I sense
those qualities in full measure
among Royal Bankers —
thirty-nine thousand of them
throughout our global net-
work. It is appropriately on
their behalf that I submit this
Report of their accomplish-
ments over the past year.

Oﬁé@%%

Rowland C. Frazee
Chairman and
Chief Executive Officer
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Report
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Overview

Canadian businessmen learn some of the intricacies of world trade including trade financing, foreign exchange transactions management, letter of credit
financing, etc., at a workshop given by a team of the Royal’s international bankers from its World Trade and Merchant Banking Division. This workshop, one
of many given across Canada in 1981, was held in Cobourg, Ontario.

s outlined in the Highlights
of the Year, the Royal
Bank had a successful year
in 1981. The following
analysis of operations is
segmented into Corporate Overview,
Domestic Operations and Interna-
tional Operations to facilitate an
understanding of the Bank’s overall
performance.

The New Bank Act required that,
commencing November 1, 1981, the
Canadian chartered banks revise their
methods of financial reporting
somewhat. To provide a historical
perspective, five years of annual results
have been restated in the Supplemen-
tary Financial Information section
on page 58 of this report.

Balance of Revenue After Taxes

he Royal Bank earned $492.5

million in fiscal 1981, an in-

crease of 50 per cent over last

year. Basic earnings per share,

after adjusting for the March
1981 two-for-one stock split, amounted
to $5.92, 33 per cent higher than the
$4.46 earned in 1980.

The different growth rates in
reported total after-tax earnings and
earnings per share is a result of the
larger average number of shares
outstanding in 1981, primarily due to
the September 1980 rights issue. Fully
diluted earnings per share (assuming
conversion of the $100 million conver-
tible debenture outstanding) was $5.89,
3¢ lower than the basic earnings per
share.

As can be seen from Chart 1, the
major contributor to the earnings
improvement was the Bank’s Domestic
Operations which rebounded from a
poor 1980, earning $315.5 million in
1981, an increase of 73 per cent.
International Operations showed con-
tinued strength, providing $177.0
million in after-tax profits, $31.6
million or 22 per cent higher than in
fiscal 1980.

Asset Growth

otal assets of the Bank reached

$87.5 billion at October 31,

1981, an increase of $24.7

billion or 39 per cent over

1980. This rapid growth was
the result of several key factors:

* The consolidation of Orion Royal
Bank Limited added approximately
$3.8 billion to 1981’s total assets.

e The escalated demand for corporate
loans reflecting both take-over
activity and the lack of a long-term
debt market.

e High inflation automatically trans-
lated into expansion in the Bank’s
assets.
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The decline in average value of the
Canadian dollar during 1981 in-
creased the translated value of the
Bank’s foreign currency assets.

The Bank’s average total assets in
1981, the measure of the volume of
business in place throughout the year,
were $75.2 billion, an increase of $17.7
billion or 31 per cent over 1980. This
total included domestic assets of $50.4
billion, up 30 per cent over 1980 and
international assets of $24.8 billion, 33
per cent higher than the prior year.

The unusually rapid asset growth
experienced in 1981 will be discussed
later in this report. However, it should
be noted that certain of the above fac-
tors will have quite different effects in
1982, with the result that asset growth
is expected to decelerate markedly in
the coming year. This will be carefully
monitored, with management’s em-
phasis being on the profitability and
quality of the overall asset portfolio.

Return on Assets

he Royal Bank’s return on

average total assets rose to

0.65 per cent in 1981 from the

low level of 0.57 per cent in

1980. This year’s return was
the highest level since 1975.

As highlighted on Chart 3, the
1981 trends in the Domestic and Inter-
national Operations’ return on assets
were reversed relative to the past two
years. Domestic return on assets,
which hit a ten-year low of 0.47 per
cent in 1980, rose considerably in 1981
to 0.63 per cent. International Opera-
tions, while still maintaining a strong
level, fell 7 basis points to 0.71 per cent
in 1981. It can thus be seen that the
diversification of the Royal’s business
is of considerable benefit to the
shareholders of the Bank.

While this year’s Total Bank
return on assets showed considerable
improvement over 1980, this level is
essential in order to generate an ade-
quate return to investors and to attract
additional capital, which, in turn, is
essential to future growth.




Net Interest Revenue SHANTS
TAXABLE EQUIVALENT NET INTEREST REVENUE
(as a percentage of average total assets)

%

he per cent taxable equivalent
net interest revenue, or

“spread”, which takes into 35
account the effect of tax- B
exempt income earned on 2
certain Canadian securities, measures S R e
the difference between the yield on e
assets and the interest cost of deposits 25
and debentures.
In 1981, per cent spread on the 20
Bank’s domestic business improved
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domestic profitability. This topic is
discussed in greater detail under CHARGES
“Domestic Operations”’. i
On the international side, interest
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have the same effect on per cent 2
spread. International spread registered S0 SECURITIES
a modest decline in 1981 to 1.81 per Bl ol Sk
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pared with the past five years’

performance.

CHART 6

NON-INTEREST EXPENSES
(excl., loan losses, as a percentage of average total
assets)
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Other Operating Revenue

ther operating revenue or
fee revenue is an increas-
ingly important source of
income for the Bank. In
1981 these sources con-
tributed $490.9 million towards the
Bank’s total revenue, 33 per cent more
than in 1980. Chart 5 highlights the
major categories of other operating
revenue for the past two years, most of
which showed excellent growth.
Service charge revenue was up 33
per cent over 1980 as a result of higher
volumes and increased pricing on
many deposit services which for some
time had not kept pace with rising
costs. Loan fees registered 67 per cent
growth in 1981, much of which came
from international loan syndications.
Securities commissions rose modestly
in 1981 principally due to the low level
of sales of Canada Savings Bonds in
the fall of 1980. Revenue from foreign
exchange, a market in which the Royal
is among world leaders, displayed
favourable growth of 38 per cent in
1981. Visa fees, those revenues mainly
generated from merchant discounts on
transactions, showed growth of 27 per
cent in 1981 largely due to increased
volumes. Other commissions, prin-
cipally in the form of letter of credit
commissions and banker’s acceptance
fees, rose 18 per cent to $93.9 million.

Videotape is used by A.H. Michell, Executive Vice-President, Canada Division, to deliver a message fo

15

branch management across Canada. The videotape is being used to introduce a program outlining the
ways the Royal’s managers can assist independent businessmen to achieve greater productivity and success.

Non-Interest Expenses

uring 1981, the Royal
Bank’s non-interest ex-
penses, excluding the loan
loss provision, rose by
17.4 per cent over 1980.

Chart 6 shows the five-year
trend of one of the Bank’s key produc-
tivity measures, non-interest expenses
expressed as a percentage of average
assets. For the Total Bank, this ratio
declined significantly in 1981 to 1.84
per cent from 2.05 per cent last year.
As shown on the chart, this was a
result of particularly restrained growth
in these expenses within Domestic
Operations. International operating
expenses grew in line with assets in
1981.

Table 1 highlights the key com-
ponents of non-interest expenses and
the relative growth of these com-
ponents compared to 1980. Staff costs
showed modest growth of 16.3 per
cent, reflecting increased productivity
by the Bank’s staff in Canada. Proper-
ty costs rose by 20.2 per cent in 1981,
partially the result of adjustment of
rents on property owned by the Bank’s
subsidiary, Globe Realty Limited, to
market rates. Other operating ex-
penses, which include miscellaneous

categories such as advertising, sta-
tionery, moving costs and the like, rose
by 17.9 per cent in 1981. More rapid
growth is anticipated in this category in
1982 due in part to increased telephone
and postal rates.

The management of the Bank
continues to place considerable em-
phasis on controlling the growth in
non-interest expenses as this is essential
in maintaining profitability at satisfac-
tory levels.

TABLE 1
Non-Interest Expenses
($ Millions)
%
1980 1981 Change
Staff Costs $ 727.2 § 8454 16.3%
Property Costs 129.0 155.0 20.2

Mechanical Equip-

ment and Other

Computer Costs 53.3 66.4 24.6
Other Expenses 266.9 314.6 17.9

$1,176.4 $1,381.4 17.45’;‘

Total




TABLE 2
Loan Loss Statistics
(% Millions)

Loan Loss Experience B 1977 1978 ) 1979 1980 1981
Domestic:

Consumer Business $21.6  $30.2 $35.2 § 38.7 § 49.5

Independent Business & Agriculture 24.4 259 36.1 34.2 42.9

Commercial Business more than

$500,000 and National Accounts Division 28.2 7.0 4.4 27.9 64.2

Domestic Recoveries (5.0) (5.5 (10.3) 9.8) (13.00
Domestic Loss Experience 69.2 57.6 65.4 91.0 143.6
International Loss Experience 6.0 3.2 (.6) 55.1 48.8
Total Loan Loss Experience §75.2  $62.8 $64.8 S$l146.1 5192.4
Loan Loss Provision
Domestic Loan Loss Provision $49.8 %578 $ 739 § 89.9 8134.5
International Loan Loss Provision 31.6 35:1 29.2 30‘9 41.5
Total Loan Loss Provision $81.4 $92.9 $103.1 $120.8 §176.0
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Loan Losses

n the past two years, loan losses

have been of particular concern to

the banking industry. In banking,

while prudent lending practices

should keep losses to acceptable
levels, they must be recognized as a
cost of doing business.

Table 2 provides a five-year
breakdown of the two elements used in
developing loan loss statistics. First is
the loan loss experience, which is the
sum of net loan write-offs plus the net
increase in specific appropriations
which have been identified as involving
likely future losses. The other, the loan
loss provision, is the charge to income
based on the five-year average ratio of
loss experience to risk-related loans.

Total loss experience in 1981 was
$192.4 million, up from $146.1 millicn
in 1980. Of the total, $48.8 million
represents losses on International
Operations, down from $55.1 million
in 1980, and $143.6 million was from
Domestic Operations, up from $91.0
million. The international loss ex-
perience represents new appropriations
in light of uncertain situations in
various parts of the world. On the
domestic side, most of the growth
came in the large commercial and cor-
porate loan sector reflecting, in part,
prudent appropriations for certain
troubled multinational corporations.

Other domestic losses did not in-
crease as dramatically in 1981 but they
still remain a concern requiring careful
monitoring by management.

Chart 7 illustrates the five-year
trend of loan loss experience as a per
cent of eligible loans. After a sharp rise
in 1980, this measure has fallen
somewhat to 0.35 per cent reflecting a
modest improvement in the overall
quality of the loans portfolio com-
pared to last year.

The management of the Bank
feels that prudence is being displayed
on the part of its lending officers and
that the overall portfolio quality con-
tinues to be sound.



CHART7

LOAN LOSS EXPERIENCE AS A PERCENTAGE OF
ELIGIBLE LOANS
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Loss
Experience $752 $62.8 $648 $146.1 $1924

Eligible
Loans $20,374 $24,187 $30,142 $36,169 554,255

LOSS RATIO 37% 26% 22% .40% 35%

CHART 8

CAPITAL FUNDS (October 31)
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Capital Funds

basic financial strategy

followed by the Bank is to

endeavour over time to in-

crease total Bank capital

as total assets grow. Such
a policy is intended to ensure that the
level of capital funds employed in the
Bank is adequate in relation to the
nature and absolute dollar amount of
assets. This is an area given particular
attention, considering the accelerated
rate of asset growth experienced in
recent years.

Chart 8 highlights the growth of
capital funds over the past five years.
““Total capital funds” are defined to
include all classes of common and
preferred stock, accumulated ap-
propriations for losses and subor-
dinated debentures. At October 31,
1981, this aggregate was in excess of
$3.3 billion, a very large and solid
foundation. The ““total equity’’ of the
Bank, including preferred shares and
equity equivalent issues such as con-
vertible debentures, was over $2.6
billion.




Table 3 shows the total level of
Bank capital at October 31st for the
last five years and the relationship of
capital to assets at each date.

The adequacy level of capital is
assessed by application of various
measurement standards which require
differing amounts of capital underpin-
ning. The ““assets to total equity ratio’’
focuses on the shareholders’ relative
position, while the ‘‘assets to total
capital funds ratio’’ focuses on the
depositors’ position, as all of the
capital funds are subordinate to
deposits. As can be seen from the bot-
tom lines on the table, both of the
assets to capital ratios stayed relatively
level over the period up until this year,
when the growth in capital did not
keep up with the Bank’s asset growth.
With the revised reporting required by
the New Bank Act (see page 58), total
equity is $154 million higher while
assets are $2.1 billion lower. The
resulting assets to total equity ratio is
30.5:1 and assets to total capital funds
ratio is 24.6:1,

TABLE 3
Capital Funds
($ Millions)

(E:‘,at, October 31) 1977 1978 1979 1980 1981
Common Equity § 854 $1,079 $1,292 $1,686 $1,991
Accumulated Appropriations

for Losses 307 325 358 370 405
Sub-Total Common Share- - =

holders’ Equity 1,161 1,404 1,650 2,056 2,396
Preferred Shares - 159 154 150
Convertible Debentures — — — 100
Total Equity (incl. equity

equivalents) 1,161 1,404 1,809 2,210 2,646
Subordinated Debentures 354 414 520 682 679
Total Capital Funds L5315 1,818 2,329 2,892 3,325
Growth 17.4%  20.0% 28.1% 24.2% 15.0%
Assets to Total Equity Ratio 29.6:1 29.1:1 28.6:1 28.4:1 33.1:1%
Assets to Total Capital Funds Ratio 22751 22501 22.2:1 21.741 263712

*(30.5 on New Bank Act basis)
**(24.6 on New Bank Act basis)

In 1981, the Bank realized a net
increase of $306 million in capital
generated internally. Other sources of
new capital included $46 million from
the remaining proceeds of the fall of
1980 rights offering, $13 million from
the new Stock Dividend and Dividend
Reinvestment programs, $13 million
from consolidations, and $100 million
from the July 1981 private placement
of ten-year convertible debentures.
Also in 1981, the Globe Realty Limited
preferred shares and U.S. dollar
debentures were exchanged into
securities of the Bank.

Other recent developments in-
tended to further improve the capital
funds ratios include the public issue,
announced in October 1981 but only
completed early in fiscal 1982, of
$210 million of convertible preferred
shares and $160 million of convertible
debentures. An agreement in principle
to purchase all of the outstanding
shares of Canadian Acceptance Cor-
poration Limited has also been an-
nounced, with the major part of the
purchase price to be satisfied by the
issue to the vendor of $100 million of
convertible debentures. These issues,
naturally not included in the capital
position as of October 31, 1981, con-
siderably strengthen the Bank’s capital
base for the future.

Of special interest is the amount
of internally generated capital.
Without an acceptable level of profit-
ability, internal capital growth would
fall far short of asset growth. At the
same time, adequate profitability is a
key factor affecting the Bank’s ability
to raise capital through share and
debenture issues. Thus, adequate prof-
its are an indispensable requirement if
the Bank is to continue to play a major
role in the financial markets in Canada
as well as to realize the opportunities
for expansion of its operations in the
international marketplace.



TABLE 4
Uses of Additions to Capital Funds
(§ Millions)

1977 1978 1979 1980 1981

Net Increase in Fixed Assets $ 80.8 S 61.4 $61.9 % 634 $ 31.5

Increase in Investment
in Non-Consolidated
Subsidiaries and Affiliates

34.0 16.1 (23.9) — 110.9

Increase in Capital Underpinning
of Working Assets

109.2 225.7 313.7  417.1 5334

Total Increase in Capital Funds

224.0 303.2 351.7  480.5 675.8

Table 4 sets out the uses of the ad-
ditions to capital for the years 1977
through 1981. Royal Bank manage-
ment policy is to not use depositors’
funds for investments in its own fixed
assets and subsidiaries and affiliates.
Accordingly, part of the increases in
capital were used to upgrade and ex-
pand the Bank’s network of premises,
computers and other equipment. For
the five-year period, net fixed assets
additions were $299 million after
allowing for proceeds received on sales
of similar assets and depreciation.

It should be noted that the Royal
Bank has approximately $300 million
in unrealized gain in the value of its
real estate, representing the difference
between current market values and net
book values. As well, the Bank has in-
creased considerably its investment in
subsidiaries and affiliates, for exam-
ple, Orion Royal Bank Limited, BN
Bank A.G. and The Royal Bank and
Trust Company.

The remaining Bank capital was
used to increase and underpin the
working assets of the Bank. (Working
assets represent Total Bank assets with
the exception of fixed assets and the in-
vestment in controlled companies.) It is
evident that over time, loan volume in-
creases must be underpinned by in-
creases in bank capital to keep the
leverage of the shareholder and
depositor stable.

As stated earlier, it is expected
that the Bank’s 1982 asset growth rate
will be significantly less than in 1981,
thereby putting virtually no pressure
on capital ratios. Overall, the Royal
Bank is in a very satisfactory capital
position for the future.
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Corporate Resource Groups

he Royal Bank’s corporate

resource groups have been

established to oversee and

service the operational

needs of its banking divi-
sions. Their scope of activity extends to
all components of the Royal Bank
Group. Very directly related to bank-
ing operations are the Personnel,
Operations and Systems and
Economics Departments, for they
provide the fundamental resources to
the Bank: people, technical capability
and economic research.

The growth of the Bank in recent
years has resulted in the recruiting of
specialists and the intensified training
of employees. The Corporate Person-
nel Department is responsible for
ensuring the development of profes-
sional skills among all of the Bank’s
employees, thus sustaining organiza-
tional integrity and management
continuity.

To this end, a broad range of
training programs is offered to all staff
members. Management seminars are
conducted regularly to enable officers
to cope with the increasing complex-
ities of the banking industry.
Assistance is offered to those
employees choosing to further their
education and, in conjunction with the
Institute of Canadian Bankers, the
Royal Bank encourages staff members
to enroll in ICB courses offered at
many Canadian universities.

Through two outstanding in-
house programs, the Personnel
Department also attempts to provide
employees with realistic communica-
tion channels through which they are
able to call appropriate attention to
their more individual needs. The
RSVP program, established several
years ago, provides employees with a
confidential channel, through a co-
ordinator, directly to the Chairman.
The employee may express particular
job-related concerns and receive
assistance or counsel in dealing with
them. To assist the employee with
more personal problems, such as the
non-medical use of drugs, alcohol
abuse or other problems of a personal
nature, the Bank created the ACCESS
program. Again, through confidential
referral channels, the employee is
placed in contact with a professional
counsellor. Both of these programs
have proven themselves successful in
providing immediate help to
employees whose difficulties have
grown to beyond normal proportions.

Finally, in an attempt to seek
avenues to maintain the Bank’s reputa-
tion of being a fair and responsible
employer, the Personnel Department
conducts extensive studies into
compensation practices, working en-
vironments and conditions, and
changes in the labour-force
composition.

The Operations and Systems
Department, which includes roughly
ten per cent of the Bank’s total staff
complement, is composed of three
units: Branch and Processing Opera-
tions, Real Estate Resources and
Systems Development. The Depart-
ment manages the network of com-
puter centres and provides automated
systems, methods and procedures to
meet operations and management in-
formation needs on a bank-wide basis.
It also evaluates and acquires com-
puter, mechanical and communica-
tions equipment, and manages the ma-
jority of the Bank’s property, premises
and furnishings.
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Throughout the past decade, use
of new computer and communications
technologies have expanded consider-
ably and have had a dramatic effect
on the Bank’s market activities, profit-
ability and improved productivity
levels. It is anticipated that the evolution
of automated systems will become
increasingly rapid, providing a new
and significantly different set of
challenges for all units of the Bank
throughout the 80s. Understanding
and managing these changes will re-
main critical to the Royal’s continued
success.

The third, and perhaps most
publicly visible resource group, is the
Royal Bank’s Economics Department.
While its principal function remains
the formulation of economic forecasts
and analyses for the Bank’s operating
divisions around the world, it is also an
active participant in national and inter-
national economic symposiums.

During 1981, the Economics
Department introduced the Economic
Information System for Management.
This in-depth report, including critical
analyses and forecasts of sectoral and
international developments and trends,
business conditions and financial
markets, is forwarded to the Bank’s
senior management team on a timely
basis. The department also publishes
‘Econoscope’, a monthly periodical
which has a subscriber list of large cor-
porations, multinationals and foreign
governments. ‘Trendicator’, one of the
four leading indicators of economic ac-
tivity in Canada, is published eight
times a year and continues to win the
group broad recognition.
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This experimental, remote banking station is located one floor below the Toronto Main Branch in the Royal Bank Plaza. All normal banking transactions may
be carried out here. The customer communicates with a teller by means of two-way television, while an exchange of funds, Visa or Client Cards, etc. can be made

through a pneumatic tube system.

Corporate Social Responsibility

he Royal Bank’s Public Af-
fairs Department provides
an integral link for the Bank
with its many audiences,
among which are govern-
ments, shareholders, employees, con-
sumer and educational groups, and the
general public. The intent of this group
is to sustain a vital and sensitive rela-
tionship with the communities served
by the Bank. To that end, analyses of
social and political trends are con-
ducted regularly, providing the basis
for long-term policy planning and
successful community relations.
Corporate donations, the tradi-
tional expression of an organization’s
social responsibility, are only part of
the framework around which the Bank
strives to maintain good relations with
the communities it serves.

During this “International Year
of the Disabled’’, the Bank focused a
good deal of attention on providing
better services to the handicapped.
Over 200 branches were modified to
accommodate clients confined to
wheelchairs. A number of Visa centres
were equipped with special telephone
adaptors for clients with hearing im-
pairments. To assist the blind, a
catalogue of Royal Bank services was
recorded and made available on
cassette tape recordings, and templates
were introduced and distributed to
facilitate cheque writing. The Bank
also sponsored the production of a
feature film, ‘‘Against All Odds™’, to
illustrate the lives of three highly deter-
mined, handicapped Canadians. This
film was shown on a national tele-
vision network and received wide
acclaim.

The Bank continued its Junior
Olympics program, in which it spon-
sored the participation in competitive
sports of more than 600,000 young
Canadians. The Royal Bank Award,
which annually recognizes an
outstanding achievement of a Cana-
dian for the good of mankind, was
doubled in value, and henceforth the
recipients will be honoured with the
traditional gold medal and a cash
award of $100,000. The 1981 Award
was presented to Mr. Harry E. “Red”
Foster, in recognition of his lifelong
efforts on behalf of the mentally
handicapped.



Domestic
Operations

Financial Review

omestic Operations is
defined as all of the
Bank’s Canadian branch-
based transactions,
regardless of currency.
These transactions are carried out in
three specific banking markets: retail,
commercial and corporate, and are
conducted principally through the
Bank’s Canada Division and National
Accounts Division. A number of
specific internal allocations and ad-
Jjustments are made between Domestic
and International Operations to take
into account head office expenses and

capital.
TABLE 5
Domestic Highlights
1980 1981

Domestic Average Assets

(% billions) $ 38.8 § 504
Balance of Revenue after

Taxes ($ millions) 182.0 315.5
Return on Assets :47070 L6370

Domestic Operations’ profitabili-
ty showed a considerable improvement
over 1980. Average assets rose 30 per
cent to $50.4 billion in 1981, and after-
tax earnings increased by 73 per cent to
$315.5 million. As a result, domestic
return on assets rose to 0.63 per cent,
16 basis points above the ten-year low
of 0.47 per cent experienced in 1980.

. Table 6 shows the Domestic
Highlights per $100 of Average Assets.
Domestic spread was not significantly
changed from 1980, rising by only 6
cents. Domestic non-interest expenses
rose by only 14 per cent, much slower
than the growth rate in assets and thus
non-interest expenses per $100 of assets
fell 30 cents to $2.21. The major in-
crease in year-over-year return on
assets arose from this considerably im-
proved productivity performance.

TABLE 6
Domestic Highlights per
$100 of Average Assets
1980 198]_
Taxable Equivalent Spread $3.04 $3.10
Other Operating Revenue .66 .65
Net Revenue 370 3.75
Non-Interest Expenses
(Excl. Loan Loss Provision) 2.51 2.21
Loan Loss Provision 23 27
Total Non-Interest Expenses 2.74 2.48
Pre-Tax Return 96 1.27
Taxes (Taxable Equivalent
Basis) 49 .64
Return on Assets $ 47 S__6_3
Domestic Per Cent Spread

anadian interest rate fluc-
tuations experienced in
1981 had a major impact
on the Bank’s domestic
spread. Generally, when
interest rates rise rapidly, banks receive
a temporary benefit. The yield on
loans and investments adjusts to
the new rates more quickly than does
the cost of funds, which catches up as
the term deposit portfolio matures
and is renewed at higher rates. When
rates fall, the opposite occurs and
margins are narrowed.

Chart 9 shows the pattern of
domestic per cent spread over the past
three years. In the first fiscal quarter of
1981 the rapid increase in the prime
rate boosted the spread considerably.
However, throughout the rest of the
year, even though prime was rising
somewhat, the catch-up of the deposit
costs was more rapid. The downturn in
interest rates, late in the fourth quarter
of the year, severely decreased spread,
as generally happens when rates
decline,
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Chart 10 illustrates one of the ma-
jor determinants of this phenomenon.
The components shown are the prime
rate, the portfolio cost of large term
deposits (including the cost of reserves)
and the difference between the two, or
“funding spread”’. The relationship
shows that in the spring and summer
of 1980 and in September and October
of 1981, the yield on the prime rate
loans fell much more rapidly than the
cost of deposits used to fund them,
resulting in a negative impact on the
funding spread. This is because
depositors, naturally enough, kept
their money on deposit at the higher,
contracted rates until the term deposits
matured. Thus, the cost to the Bank
fell much more slowly than did interest
rates generally. In mid-1980 and
towards the end of fiscal 1981 the
funding spread was negative. This
phenomenon continued into the first
quarter of 1982.

Conversely, the rapid rise in loan
rates early in fiscal 1981 caused the
yield to rise much more quickly than
the cost of term deposits. This caused a
large increase in the funding spread
and hence a surge in profits in
December 1980 and early January
1981. This lasted only briefly, until the
cost of term deposits caught up in
February. Again in May 1981, an
upward trend in interest rates improv-
ed this spread, but as deposit costs
gradually moved up to the new levels,
spread narrowed.

It is important to note that, con-
trary to popular belief, the spread does
not widen permanently when the prime
rate is high.
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Distribution of Deposits and Assets

harts 11 and 12 illustrate the
broad distribution of the
Bank’s business and high-
light its domestic
diversification.

On the deposit side, clients
became more sensitive to higher in-
terest rate levels and put more of their
savings into the high-cost categories.

Chart 12 shows how the Bank’s
assets are spread across Canada.
Relatively fast growth has recently
occurred in the strong economy of
Western Canada, increasing the pro-
portion of assets in that region.




TABLE 7
Segmentation of 1981 Domestic Operations

Consumer Operations

Independent Business & Agriculture

Commercial Business $500,000 and
over and National Accounts Division

Canadian Treasury

Foreign Currency Operations in Canada

Other Assets

Total Domestic Operations

After-Tax Return
Assets Earnings on Assels
$ Billions $ Millions %o
$13.3 $ 60.6 .46%
6.5 53.9 .83
14.0 67.8 48
34 60.0 1.76
9.4 73.2 78
3.8 — —
§50.4 $315.5 0.63%

Performance by Key Banking
Businesses

Oor management purposes, the

Royal groups its Domestic

Operations into several key

business categories and

analyzes them after adjusting
for a number of internal fund transfers
and charges. Table 7 shows the
highlights for the year of the major
businesses. As certain of the business
sectors are net suppliers of funds and
others are net borrowers, the earnings
of each group include the profit effect
of the internal sales or purchases of
funds. The return on assets and
business volumes shown exclude these
transfers so as to avoid double-count-
ing the volumes in the totals.

The Royal’s domestic retail
operations are among the largest in the
world. With a branch network of ap-
proximately 1,500 units and a staff
complement in excess of 30,000, Retail
Banking remains the most visible of all
the Bank’s operational units.

The structure of the retail opera-
tions were significantly expanded in
1981, to include not only the consumer
group but also the agricultural and in-
dependent or small business clients. By
incorporating the latter two under the
direction of Retail Banking, the Royal
intends to provide these clients with
greater personal access to their bankers
through the branch network.

During 1981, the Royal’s con-
tinuing effort to adapt to changing
markets, while at the same time to
enhance branch network productivity,
resulted in the opening of 22 new loca-
tions across Canada and 39 closures.
An important opening took place in
Red Deer, Alberta, where the Royal
launched an Agricultural Banking
Centre. The program of branch ra-
tionalization will continue to ensure a
proper match of network resources to
market needs.
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he Bank’s consumer opera-
tions’ assets include Termplan
or consumer installment loans,
mortgages and Visa accounts.
Average assets in 1981 were
$13.3 billion, or 13 per cent higher than
the previous year. This growth rate
was after having sold $1.2 billion in
mortgages to the Bank’s mortgage sub-
sidiary, RoyMor Mortgage Corpora-
tion Limited. Deposits rose by 19 per
cent to $20.7 billion while after-tax earn-
ings increased by 81 per cent, to
$60.6 million, a considerable improve-
ment over 1980’s poor results.

A major difficulty which has
arisen in this area of the business over
the past several years is the low yield
on the high proportion of fixed-rate
assets, such as consumer installment
loans and mortgages. As interest rates
(and hence deposit costs) have trended
upwards, the effect on profitability has
been negative. Chart 13 shows the
movement in yield on the Bank’s
Termplan and mortgage portfolios
over the past two years. It can be clear-
ly seen that for much of that period,
the yield on these portfolios was con-
siderably below the prime rate, the rate
which the Bank’s best corporate clients
receive on demand loans. As well, it
can be seen that the yields do change
slowly despite sharp changes in the
prime rate.

Chart 14 shows the five-year pat-
tern of profitability in the consumer
banking business, as well as the net
vield and average cost of funds, which
include related operating and overhead
expenses. In 1981 the net yield increased
slightly more rapidly than did the cost
of funds due to two major factors:
first, the high money market related
rate paid to consumer banking for
deposits raised in excess of its own
needs; and second, the cost of the
Bank’s personal term deposit portfolio
which rose relatively slowly as the cost
of these term deposits changes only
when the deposits mature and are
replaced at the current high rates.
Another major factor in the improve-
ment in consumer banking was the
effective management of operating ex-
penses. The net result is that the return
on assets improved from the unsus-
tainably low level of 0.19 per cent to
0.46 per cent. While this is a con-
siderable improvement, the consumer
banking sector remains the least prof-
itable of our Domestic banking
businesses.

The Royal’s ability to create
highly flexible consumer services con-
tinued in 1981. The Retail group, in
conjunction with the Operations and
Systems Department, introduced the
“Client Card” in the larger urban
centres across the country. The card
combines all the account services sub-
scribed to by the client under his or her
name. The client then has immediate
access to all of his accounts, including
Visa, through the Bank’s automated
teller machine network. When ac-
tivated by the Client Card, the
machines will transfer, withdraw
and/ or deposit funds among the
client’s various savings, chequing and
Visa accounts, or provide cash to the
client, as requested, on a 24-hour-a-
day basis. This program, known as
Personal Touch Banking, has been
enthusiastically received and will be
expanded to other regional centres in
the coming year.

20

The Royal’s total mortgage port-
folio (including those mortgages of
RoyMor Mortgage Corporation),
ended the year at approximately
$7 billion, involving nearly 200,000 ac-
counts. However, high interest rates
caused some clients severe financial
difficulty upon mortgage renewal. The
Retail Bank, therefore, introduced a
mortgage interest deferral plan and
nominated mortgage ombudsmen in
each province in an attempt to alleviate
severe hardship wherever possible.
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o~ porary refinancing plans. By the close
of the fiscal year, 3,500 small business
and farming enterprises had par-
ticipated, through the Royal Bank, in
e A this innovative government-sponsored

program.

Since its inception in 1975, the
= ““Your Business Matters” series of
booklets, intended for small
businesses, has been widely acclaimed
and circulated to nearly two million
clients and interested parties. The series
was expanded in 1981 to include a six-
teenth volume, entitled “‘Starting a
Business’’. The Bank also assembled a
kit of four volumes of the services
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In consultation with its 33
agrologists, the Retail Bank’s
agricultural team originated several
service packages in 1981 which have
proven valuable to the farming com-
munity. The RoyFarm Mortgage Pro-
gram was amended to provide greater
financial flexibility during a period of
erratic interest rates.

In support of its financial
management and farm credit advisory
services, the group has undertaken to
publish a monthly ‘‘Farm Business
Review”’ letter, which is circulated
through the branch network at no
charge to clients. Similar information
is being distributed through
“Grassroots’’ videotex, a pilot
research project in which the Bank is
an active participant. The program
provides additional weather mapping
and forecasting to the farming com-
munity through terminals leased by the
farmer. This project is in its early
stages of development and is being
test-marketed in Manitoba.

. . =
Finally, in conjunction with the g R I b
Bank’s World Trade group, studies p & =
assessing international agricultural g
trade expansion and the banking <. . o ” &
potential therein are underway and, to _ ‘ L
date, show §trong lndlcatl(?I}S for ex- The Bank’s RoyFarm Mortgage Program was amended during the year to provide greater financial flex-
panded business opportunities. ibility for farmers during a period of erratic interest rates. Stuart Pond, Manager, Agricultural Services,
left, talks business with farmer Donald Kroeker in Winkler, Manitoba.
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he Canadian currency loans of

the Bank’s large Commercial

business and National Ac-

counts Division represent a

substantial proportion of the
Bank’s domestic assets. The perform-
ance of this sector weakened in 1981
relative to 1980; after-tax profits
declined by 6 per cent to $67.8 million
while assets rose by 36 per cent. As a
result, the return on assets fell from
0.71 per cent to 0.48 per cent. The
Bank is taking measures to improve
profitability within this segment while
asset growth is expected to slow in
1982.

The growing need for financial
and non-lending services, refined to
meet specific industry requirements,
has become more immediate in the
Commercial market. The Bank has,
over the past several years, built the
foundation for programs that will ac-
commodate such specialization and,
during 1981, Commercial Banking
brought a number of them to fruition.
By segmenting the commercial ac-
tivities from retail branch operations,
in the form of Commercial Banking
Centres, bank officers were given a
more focused environment in which
to work. By year-end, it is anticipated
that there will be thirty Commercial
Banking Centres in full operation.

New strategies were also
developed in 1981 to relate Commercial
Banking’s recognized strengths more
closely to the Royal Bank’s long-term
objectives. Non-lending services, such
as CashCommand and automated
payroll systems, which had been suc-
cessfully introduced in the past few
years, were expanded and modified to
support the needs of a growing
clientele.

During the next several years the
commercial banking market will
become considerably more com-
petitive, with the advent of up to 60
foreign banks gaining Canadian
charters. The Royal Bank has readied
itself for such an environment and is
confident of vigorous and successful
participation in this market.

The National Accounts Division,
headquartered in Toronto, with other
offices in Montreal, Calgary and Van-
couver, maintains a client portfolio of
approximately 500 connections which
include more than 4,500 individual
companies. The Division has the
capability, through its *‘account
management’’ system, of unifying the
credit and non-lending requirements of
major corporations and their sub-
sidiaries under the responsibility of one
account manager. By drawing upon
strengths established within other divi-
sions, non-lending services are ap-
propriately co-ordinated to form a
complete service package for the client.
These services may range from payroll
automation, to assessments on the ad-
visability of loan syndication or even
technical analysis of potential resource
developments. The capability to imple-
ment such highly specialized service
packages is enhanced by short, direct
and highly responsive lines of com-
munication.
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Although the Royal Bank has
been financing oil and gas loans since
the early 1950s, in 1980 approximately
50 energy bankers, technicians, com-
puter experts, engineers and geologists
were formally united under the name
of the Global Energy and Minerals
Group. The mandate of the group is
twofold: to provide technical and
evaluation services to support the
Bank’s lending operations, and to
market the Bank’s credit facilities to
the energy and minerals industries on a
world-wide scale.

Throughout the course of 1981,
the Global Energy and Minerals
Group made a considerable contribu-
tion to the Royal Bank’s overall efforts
in Canada. The group produced a
number of critical project analyses re-
quired for multi-million dollar financ-
ing programs. The engineering and
geological teams spent a great deal of
time in on-site resource development
study and the energy bankers con-
tinued to create innovative financing
packages suitable to these highly-
specialized industries. One example
was the introduction of a natural gas
financing package which, for the first
time, recognizes shut-in gas as an asset
against which credit can be given. This
package will be of particular service to
junior gas companies during the initial
stages of their development.



With the establishment of the
World Trade and Merchant Banking
Division last year came a greater direc-
tional co-ordination of the Royal Bank
Group’s domestic and international
trade and merchant banking activities.

World Trade’s goal is to provide a
comprehensive international trade sup-
port system in Canada to facilitate and
encourage import-export trade. During
this past year much progress was made
in developing programs which have an
immediate potential.

The Division now has respon-
sibility for the Bank’s seven interna-
tional centres, one in each of the
Royal’s Canadian districts. Experi-
enced trade finance teams have been
assigned to them to co-ordinate
government and Bank initiatives with
the marketing objectives of the client.
Regional seminars were conducted
across the country to outline the
trading opportunities and financing
capabilities which exist world-wide for
Canadian manufacturers. A computer
data base presently under development
has begun to provide market profile
reports on a geographic and/or prod-
uct basis.

Through the creation of Royal
Bank Export Finance Company
Limited (REFCO), which provides its
clients with recourse and non-recourse
purchase of commercial invoices, as
well as the recourse financing of more
conventional debt instruments,
valuable aid is given to the long-term
development of Canada’s international
trading potential.

The Royal Bank began to develop
an international loan syndication
capability early in 1970 when, along
with several other international banks,
it took part in the formation of a mer-
chant bank, Orion Bank Limited, in
London, England. In 1981 the Royal
Bank purchased the remaining 80 per
cent of Orion Bank that it did not own.
The operations were merged with those
of The Royal Bank of Canada (Lon-
don) Limited, to form Orion Royal
Bank Limited.

Whereas previously, the Royal
Bank had the capacity to provide
merger and acquisition services and
loan syndications, it now has an
enhanced ability to perform these same
roles for its Canadian clients directly
through the Orion Royal Bank. Fur-
thermore, through Orion’s participa-
tion in the Eurocurrency markets, the
Royal Bank Group has the largest
Eurobond underwriting capability of
any Canadian-based chartered bank.
Finally, the merger has provided the
group with the depth and long-
standing merchant banking experience
necessary to maintain a high profile
within this market and serve its clients’
needs throughout the coming decade.
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The two other major segments of
the Bank’s Domestic Operations are
Canadian Treasury and Domestic
Foreign Currency Operations. The
earnings of Canadian Treasury were
$60.0 million, up substantially over
1980, due to the high money market
related rate paid to Canadian Treasury
for deposits raised in excess of its own
needs, and the lag in the increased cost
of the non-personal term deposit port-
folio, shown on page 23.

The Domestic Foreign Currency
operations include foreign currency
loans and investments made in Canada
as well as foreign currency deposits
raised in Canadian branches. This seg-
ment earned $73.2 million representing
a return on assets of 0.78 per cent.
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One Canadian job in four is related to export trade, symbolized here by the loading of a container vessel in the Port of Montreal. Through its experienced
trade finance teams, the Royal’s goal is to develop a comprehensive trade support system in Canada to encourage import/export trade.



International
Operations

During the year, the Bank stepped up its penetration of Far Eastern markets. In June, Orion Royal Bank arranged a syndicated loan of $49.1 million for
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Australian Progress Finance Limited. Pictured is that company’s largest vessel, the “‘M.V. Australian Progress*’, which carries iron ore from Australia to steel

plants in Japan.
Financial Review

he Royal Bank’s International
Operations performed well

in 1981. Competing in this
sophisticated marketplace re-
quires skill, flexibility and
ingenuity and the Royal Bank
continues to meet the demands with
great success.

TABLE 8
International Highlights
1980 1981

International Average Assets

($ billions) $ 187 §$ 248
Balance of Revenue after

Taxes ($ millions) 145.4 177.0
Return on Assets .78% 71%

International balance of revenue
after taxes built on 1980’s strong year,
climbing 22 per cent to $177.0 million.
This latter figure represents 36 per cent
of the Total Bank’s profits. Interna-
tional average assets rose by 33 per
cent in 1981 to $24.8 billion, roughly
one-third of the Bank’s total. Interna-
tional return on assets fell 7 basis
points from 1980’s unusually high level
to 0.71 per cent.

The figures in Table 9 break down
the components per $100 of interna-
tional average assets for the past two
years. International per cent spread
declined slightly from its record high
level in 1980. Other operating revenue
showed very good growth in 1981,
largely resulting from higher levels of
foreign exchange revenues, loan fees

and commitment fees. Non-interest ex-
penses as a per cent of average assets
levelled off in 1981 after earlier
increases.

TABLE9
International Highlights Per
$100 of Average Assets

1980 1981
Taxable Equivalent Spread $1.88 $1.81
Other Operating Revenue .62 .65
Net Revenue 2.50 2.46
Non-Interest Expenses
(excl. Loan Loss Provision) 1.09 1.08
Loan Loss Provision 16 17
Total Non-Interest Expenses 1.25 .25
Pre-Tax Return 1.25 1.21
Taxes (Taxable Equivalent
Basis) 47 .50
Return on Assets $ .78 5.7




Distribution of International
Business

he Bank’s international
business is widely spread in
terms of business sector, as
well as geographic location.
Such a broad base contributes
to the diversification of the Bank’s
operations and thus reduces specific
vulnerability. This distribution is
expressed in Tables 10, 11 and 12.

TABLE 10

The Royal Bank’s primary
business targets are the international
commercial and wholesale lending
sectors. Geographically, emphasis con-
tinues to be placed on the United States
and Asia/ Pacific markets. As can be
noted from Table 11, most of the
Bank’s international exposure is to
industrialized countries. The large por-
tion of the Bank’s exposure in middle

TABLE 11
Distribution of International Foreign
Currency Earning Assets by Income

; " Classification
International Banking Recap -
Average Earning Assets by Sector Ceruier oL
erag 5/ A ($ Billions) 1981 %
(% Billions) —
Market Sector 1981 o Industrialized Countries $20.8 67.6%
Commercial/Corporate § 7.8 33.0%  Centrally Planned Countries 9 2.9
Public/ Governments 4.1 17.4 0il Exporting Countries 1.0 34
Consumer/Individual 7 3.0 Dew;loping Countries:
Correspondent Banks & Other 2.5 10.6 Higher Income 1.4 4.5
International Money Markets 8.5 36.0 Middle Income 6.5 2132
Total* $23.6 10007  Lowlocome _2 06
*Excluding the effect of Orion Royal Bank Limited 30‘31 $30.8 100.0%
TABLE 12
Geographic Distribution of Risk
Total Earning Assets Loans to Non-Banks
1980 1981 1980 1981
U.S.A. 19.2% 22.3% 13.7% 21.5%
Latin America & Caribbean 26.0 21.8 39.8 32.9
Continental Europe 21.7 21.8 11.3 11.1
U.K., Ireland & Nordic Countries 17.7 177 20.1 19.5
Asia Pacific 6.9 7 5.5 6.7
Canada 6.4 6.9 6.4 5.8
Middle East & Africa 2.1 1.8 3.2 2:5
100.0% 100.0% 100.0% 100.0%
Total Volumes
(S Billions at Year-End) $21.0 $30.8 $9.7 $15.1
TABLE 13
International Network
(at October 31, 1981)
U.K.
Ireland Latin
and Con- Middle America
Nordic tinental Eastand Asia/ United and
Countries Europe Africa Pacific States Caribbean Tolal
Branches 2 1 1 4 1 71 80
Agencies — — — = 3 = 3
Representative offices 1 3 3 9 9 4 29
Trust companies 4 3 — — — 6 13
Head offices and branches of
wholly-owned banking subsidiaries 21 18 3 3 1 20 66
Head offices and branches of other
significant banking subsidiaries — 2 — 2 - 15 19
Total 28 27 i7 18 14 116 210
Number of countries in which
offices are located 2 6 5 7 1 25 46
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income developing countries reflects
the local banking business of the exten-
sive Latin America & Caribbean
branch network.

The Royal Bank’s International
Operations, which include all banking
and related financial services con-
ducted outside of Canada, are among
the largest of the world-scale banks.

- Based upon 99 years of foreign market

development, the Royal’s present-day
network of more than 200 operating
units extends to 46 countries. Com-
prehensive technical capabilities allow
the Bank to offer extensive banking
services to its wide-ranging and in-
creasingly sophisticated clientele.
However, the success of these opera-
tions, as outlined earlier, is achieved
through the effective co-ordination of
the efforts of many specialists
throughout the Bank.

The Royal Bank’s international
subsidiary network is large and
diverse. At October 31, 1981, assets of
international subsidiaries accounted
for approximately one-tenth of the
Royal Bank’s total assets and, in 1981,
these subsidiaries produced roughly
one-eighth of the Bank’s after-tax
income.

In past years, the Annual Report
to Shareholders often described the
Bank’s International Operations and
strategies in terms of regional or divi-
sional compartments. This year’s
report reflects changes brought about
by the 1980 realignment of the senior
international management team,
which was designed to increase opera-
tional autonomy and flexibility, and
yet provide a broader perspective to
the many elements of global banking.
The following section details those
operating arms most directly involved
in international banking: the Interna-
tional Banking Division, the World
Trade and Merchant Banking Divi-
sion, the Global Energy and Minerals
Group, and the Bank’s many sub-
sidiary and affiliated banks and finan-
cial institutions. Each of these groups
has a mandate of its own, but because
of the nature of international banking,
each is also dependent on the others
for the closely co-ordinated banking
skills necessary to carry out transac-
tions which cross geographic or divi-
sional boundaries.






The largest single unit of the
Bank’s International Operations is the
International Banking Division. The
Division was restructured in 1981 to
focus upon five market sectors: retail,
commercial, wholesale (which includes
corporate and public sector clients) and
correspondent banking and interna-
tional money markets. Complement-
ing this organization is the Bank’s
“ Amsterdam Group’’ which consists
largely of European-based subsidiaries
and affiliates, the major holding com-
pany being RBC Holdings BV.

The retail banking sector, respon-
sible for consumer-related business,
maintains over 80 direct Royal Bank
branch outlets, with many additional
branches in subsidiary and affiliated
banks. Generally, this market offers a
different mix of services to the client
than does the Canadian retail opera-
tion because of many divergent local
business customs. The Royal has,
therefore, attempted to provide serv-
ices consistent with the needs of the
countries in which it operates.

One example of the Royal’s flex-
ibility is found in England, where less
than 50 per cent of the population use
personal banking facilities. The Royal
Bank’s subsidiary, Western Trust and
Savings Limited, based in Plymouth,
makes such facilities considerably
more accessible through an innovative
postal banking system. Complement-
ing this service are 24 branch outlets,
six of which were opened in 1981.
Another example is InchRoy Credit
Corporation Limited, a Hong Kong
subsidiary, which participates in the
retail market as a consumer finance
company.

Branch network expansion con-
tinues on a selective basis. Through its
subsidiary, BN Bank, the Royal Bank
acquired one of West Germany’s
oldest retail banks, Schneider and
Muenzing A.G., which operates in the
Cologne region. The Latin America &
Carribean Area continues to be one of
the Royal’s significant retail markets,
with 71 branches in the region.

A representative for InchRoy Credit Corporation,
a Royal Bank affiliate in Hong Kong, talks

business with a potential client in Hong Kong Harbour.

Within the past year, concerted
efforts have been made, in conjunction
with the World Trade group, to
develop a trade financing and advisory
service capability which will be of
direct benefit to many smaller trading
nations. Trade finance teams have
been appointed in key locations
around the world and market accept-
ance of this program has been most
encouraging. While credit facilities of
this sort are most often booked in the
commercial market sector, they fall
under the operational responsibility of
the international retail group.

The commercial banking sector
focuses attention on providing banking
services to independent companies,
typically those with sales of up to $100
million annually. By this definition,
market penetration is presently deepest
in the industrialized nations of the
world. However, it is generally ac-
cepted that the Asia Pacific countries
hold the greatest potential for ac-
celerating industrial development, the
outcome of which could lead to a
dramatic increase in international
trade. In view of these expectations,
the Bank is expanding its business con-
nections through its present interna-
tional network and, where merited,
through the establishment of new
outlets, such as the newly-opened full
service branch in Tokyo.
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During 1981, the Royal’s par-
ticipation in the U.S. commercial
market showed particularly strong
growth. The Bank’s subsidiary, The
Royal Bank and Trust Company, a
New York State chartered bank, in-
creased its calling officer staff by 50
per cent, to expand its commercial
lending activities. Similarly, the other
Royal Bank representative offices and
agencies across the U.S. increased their
staff of speciality bankers to continue
pursuit of one of the Bank’s underly-
ing goals, the successful matching of
Royal Bank capabilities to client needs.

The energy and mineral resource
sectors, for example, were expanding
to an extent that it was appropriate for
the Global Energy and Minerals
Group to locate several of their tech-
nical support staff and energy bankers
in the centres of these growth indus-
tries, specifically Houston, Dallas and
Denver. Overall growth of the U.S.
middle-market is anticipated to be
rapid and this will create demand for
innovative lending and non-lending
services in a number of areas.

The international wholesale
banking sector includes among its
clientele governments, multinational
corporations and large national cor-
porations, where financing require-
ments are generally in excess of
$25 million. The principal differences
between the domestic and international
wholesale market sectors lie in the vast
geographical distances a client cor-
poration may have between its various
operating facilities and the more
diverse range of services required by
them. Thus, it is imperative that the
Royal maintain an appropriate net-
work to co-ordinate the needs of each
facility or subsidiary of the parent
corporation.



In a fashion similar to the account
management system in place within the
National Accounts Division, the Inter-
national Division maintains an exten-
sive relationship management system,
directed at the world’s major multina-
tional corporations. Through this
structure, a relationship manager will
study the credit and non-lending needs
of his client’s international operations,
such as foreign exchange and cash
management, establish a suitable team
of bankers to service those needs
wherever they may exist, and then link
them together through network con-
nections to assure an integrated inter-
national banking effort for the parent
corporation,

Very special banking services are
also required by this market sector, the
principal ones being those covered by
“Merchant Banking’’. Syndication of
loans, or contracting to provide funds
through resources made available by
many lending institutions, and
management and underwriting of
Eurobond issues are the core merchant
banking activities. Increasingly,
however, the ability to act as a finan-
cial advisor, portfolio manager and
supervisor of mergers and acquisitions
is within the realm of merchant
banking.

The Royal participated in the financing of
this new aluminum smelter being built for
Alcan Aluminio do Brasil S.A. in Bahia,
about 2,000 kilometers north of Sao Paulo.
Orion Royal Bank of London acted as lead
manager for the Eurodollar loan.
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Among the Royal Bank’s primary business targets are the international commercial and wholesale lending sectors, with particular emphasis on the United
States. During 1981, the Bank participated in the interim financing of this steel rail mill, the most modern in North America, located in Monessen, Penn-
sylvania, and owned by the Wheeling-Pittsburgh Steel Corporation.

Orion Royal Bank Limited, the
Royal’s newly acquired merchant
banking flagship, is one of the world’s
largest underwriters of Eurobond
issues and among the leading syn-
dicators of Eurocurrency loans. This
has placed the Royal Bank high on the
scale of global merchant bankers and
made the sought-after services they
provide more readily available to the
Bank’s clients throughout the world.
Similar merchant banking facilities are
under development in the Far Eastern
money market centre of Hong Kong,
through the merger of Orion Pacific
Limited and RoyEast Investments
Corporation, to form the subsidiary,
Orion Royal Pacific Limited. It is
through the World Trade and Mer-
chant Banking Division that the mer-
chant banking activities world-wide are
co-ordinated.

Ongoing efforts to bring the
Bank’s services closer to clients,
through decentralization, continue to
enhance the Bank’s international net-
work and service capability. During
1981, representative offices were
opened in Spain, Australia, the Peo-
ple’s Republic of China and Thailand.
Each of these countries has announced
major growth expectations for certain
of their industrial sectors which, in
turn, presents the Royal Bank with
great opportunity and challenge. Fur-
thermore, continued expansion of field
representation assures the Bank’s
clientele, both at home and abroad, of
the availability of financial resources
and support services in almost any
country in which they choose to
operate.

The Royal has been acting as a
correspondent banker to many interna-
tional banks for more than a century.
In 1979, however, recognizing the
potential for increased opportunities in
this market, the Bank formally
designated a team of correspondent
bankers. The function provides finan-
cial and operational services to interna-
tional banks that have specific service
requirements. During 1981, the Royal’s
correspondent banking network grew
to include more than 3,500 banking
relationships.
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In support of all the Royal Bank’s
international banking operations is the
International Money Market unit. This
group is responsible for funding the
Bank’s overall foreign currency re-
quirements, managing foreign ex-
change and foreign currency liquidity
through operating centres in Paris,
London, Toronto, New York, Hong
Kong, Singapore and Tokyo. There
can be no doubt that as economic
uncertainties persist world-wide, the
task of the International Money
Market group will become even more
vital to the Bank’s long-term prof-
itability and operational stability. To
this end, the depth and breadth of
funding capabilities are supported by
field marketing teams along with fur-
ther innovation by the Bank’s Systems
group through an integrated computer
network.

The Royal’s international operations are among the largest of the world-scale banks. Shown here in
Frankfurt are, from left, F.J. Hentrei, head of BN Bank, the Royal’s German subsidiary, R.C. Patersan,
Chairman of RBC Holdings B. V. of Amsterdam and R.A. Thomas, Managing Director.
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Management’s Responsibility for Financial
Reporting

The financial statements in this annual report
were prepared by the management of The Royal
Bank of Canada. While the form of the finan-
cial statements as well as most of the significant
accounting policies of the Bank are as stipulated
in the Bank Act and related rules issued by the
Inspector General of Banks, many amounts
must of necessity be based on the best estimates
and judgements of management. The financial
data contained in other sections of this annual
report is consistent with the content of the finan-
cial statements.

In discharging its responsibility for the integrity
and fairness of the financial statements and
related data, and for the accounting systems
from which they are derived, management
maintains a system of internal controls designed
to provide reasonable assurance that transac-
tions are authorized, assets are safeguarded and
proper records are maintained. These controls
include quality standards in hiring and training
of employees; written policies and procedures
manuals; a written corporate code of conduct
and accountability for performance within
appropriate and well-defined areas of respon-
sibility.

The system of internal controls is augmented by
a world-wide inspection staff which conducts
periodic surprise inspections of all facets of the
Bank’s operations. In addition, the Bank’s
Chief Inspector has full and free access to the

Auditors’ Report

To the Shareholders,

The Royal Bank of Canada

We have examined the statement of assets and
liabilities of The Royal Bank of Canada as at
October 31, 1981 and the related statements of
revenue, expenses and undivided profits and
accumulated appropriations for losses for the year
then ended. Our examination was made in accord-
ance with generally accepted auditing standards,
and accordingly included such tests and other
procedures as we considered necessary in the
circumstances.

Audit Committee of the Bank’s Board of Direc-
tors which oversees management’s respon-
sibilities for financial reporting. The Audit
Committee is composed entirely of directors
who are neither officers nor employees of the
Bank.

The Inspector General of Banks, at least once a
year, makes such examination and enquiry into
the affairs of the Bank as he feels necessary to
satisfy himself that the provisions of the Bank
Act, having reference to the safety of the
depositors and shareholders of the Bank, are
being duly observed and that the Bank is in

a sound financial condition.

Price Waterhouse and Touche Ross & Co. who
have been appointed by the shareholders of the
Bank have examined our financial statements in
accordance with generally accepted auditing
standards and their report follows. The
shareholders’ auditors have full and free access
to the Audit Committee to discuss their audit
and their findings as to the integrity of the
Bank’s financial reporting and the adequacy of
the system of internal controls.

ROWLAND C. FRAZEE,

Chairman and Chief Executive Officer
R.A. UTTING,

Vice-Chairman

In our opinion these statements present fairly the
financial position of the Bank as at October 31,
1981 and its revenue, expenses and undivided
profits and its accumulated appropriations for
losses for the year then ended.

Montreal, December 1, 1981
Price Waterhouse
Touche Ross & Co.

Chartered Accountants
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Statement of Revenue,
Expenses and Undivided Profits

Revenue

Year Ended
October 31, 1981

Year Ended
October 31, 1980

Income from loans $ 9,639,679,834 $6,076,228,894
Income from securities 789,803,875 578,120,163
Other operating revenue 490,924,475 369,661,315

Total Revenue 10,920,408,184 7,024,010,372
Expenses
Interest on deposits and bank debentures 8,706,511,210 5,341,662,944
Salaries, pension contributions and other staff benefits 845,382,755 727,256,116
Property expenses, including depreciation 221,389,312 182,252,561
Other operating expenses, including a provision of $176,000,000

($120,775,000 in 1980) for losses on loans based on

five-year average loss experience 490,604,521 387,708,937

Total Expenses 10,263,887,798 6,638,880,558
Balance of revenue 656,520,386 385,129,814
Provision for income taxes relating thereto (note 2) 164,000,000 57,700,000
Balance of revenue after provision for income taxes 492,520,386 327,429,814

Per share, after deduction of preferred dividends (note 12)

Basic — $5.92; 1980 — $4.46
Fully diluted — $5.89; 1980 — $4.46

Appropriation for losses 204,000,000 135,700,000
Balance of profits for the year 288,520,386 191,729,814
Dividends

Preferred 8,545,869 —

Common (per share — $1.70; 1980 — $1.26) 139,429,954 94,549,404
Amount carried forward 140,544,563 97,180,410
Undivided profits at beginning of year 1,620,807 1,329,485
Transfer from accumulated appropriations for losses 89,000,000 104,000,000

231,165,370 202,509,895

Transferred to Rest Account 229,901,928 200,889,088
Undivided profits at end of year $ 1,263,442 $ 1,620,807
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Statemeilt of Assets and Liabilities

October 31, 1981

October 31, 1980

Assets
Cash and due from banks (note 4) $16,313,202,464 $12,637,284,876
Cheques and other items in transit, net 1,521,275,860 152,955,859
Total Cash Resources 17,834,478,324 12,790,240,735
Securities issued or guaranteed by Canada, at amortized value 3,156,592,197 2,571,427,923
Securities issued or guaranteed by provinces, at amortized value 32,831,615 45,196,154
Other securities, not exceeding market value 3,962,006,779 3,529,300,305
Total Securities (note 5) 7,151,430,591 6,145,924 382
Day, call and short loans to investment dealers and brokers, secured 818,366,104 455,900,413
Other loans, including mortgages, less provision for losses (note 6) 52,432,213,421 37,112,954,908
Total Loans 53,250,579,525 37,568,855,321
Bank premises, at cost less accumulated depreciation (note 7) 631,365,114 599,897,722
Securities of and loans to corporations controlled by the Bank 375,373,499 188,944,415
Customers’ liability under acceptances, guarantees and letters
of credit, as per contra (note 8) 7,933,317,800 5,433,247,426
Other assets 339,576,147 106,741,508
Total Sundry Assets 9,279,632,560 6,328,831,071

$87,516,121,000

$62,833,851,509




October 31, 1981 October 31, 1980

Liabilities
Deposits by Canada $ 897,905,108 $ 816,138,011
Deposits by provinces 127,799,086 82,889,878
Deposits by banks 21,113,619,408 11,677,982,121
Personal savings deposits payable after notice, in Canada,

in Canadian currency 21,831,310,432 18,068,668,630
Other deposits 31,644,204,165 23,656,137,975

Total Deposits 75,614,838,199 54,301,816,615
Acceptances, guarantees and letters of credit (note 8) 7,933,317,800 5,433,247,426
Other liabilities 641,995,945 448,554,976

Total Sundry Liabilities 8,575,313,745 5,881,802,402
Debentures issued and outstanding (notes 9 & 15) 779,324,500 594,226,000
Accumulated appropriations for losses 405,253,489 370,142,935
Shareholders’ Equity
Capital stock (notes 10 & 15):

Preferred 150,285,000 —

Common 82,842,625 80,242,750
Rest Account (note 11) 1,907,000,000 1,604,000,000
Undivided profits 1,263,442 1,620,807

Total Shareholders’ Equity 2,141,391,067 1,685,863,557

$87,516,121,000 $62,833,851,509

ROWLAND C. FRAZEE,

Chairman and Chief Executive Officer
R.A. UTTING,

Vice-Chairman
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Statement of Accuniulated Appropriations for Losses

Accumulated appropriations at beginning of year

Year Ended
October 31, 1981
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Year Ended
October 31, 1980

General appropriations $198,871,300 $195,448,909
Tax-paid appropriations 171,271,635 162,202,799

Total 370,142,935 357,651,708
Changes during the year
Appropriation from current year’s operations 204,000,000 135,700,000
Excess of loss experience on loans for the year over provision for

losses on loans based on five-year average loss experience

(included in other operating expenses) (note 3) (16,420,960) (25,344,794)
Profits and losses on securities, including provisions to reduce

securities other than those of Canada and the provinces

to values not exceeding market (note 3) (139,454,661) (13,619,071)
Other profits, losses and non-recurring items, net (11,213,825) 2,819,092
Provision for income taxes, including credit of $89,000,000

($21,200,000 in 1980) relating to appropriation from current

year’s operations (note 2) 87,200,000 16,936,000
Transferred to undivided profits (89,000,000) (104,000,000)

Total 35,110,554 12,491,227
Accumulated appropriations at end of year
General appropriations 242,233,074 198,871,300
Tax-paid appropriations 163,020,415 171,271,635

Total $370,142,935

$405,253,489
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Notes to the Financial Statements

1. Significant Accounting Policies

The accompanying financial statements have been prepared in accordance with the reporting requiremgnts of the Bank Act of
1967. Financial statements for periods subsequent to October 31, 1981 will be prepared in accordance with the requirements of

the Bank Act of 1980.

The Bank Act of 1967 and the related Rules issued under the authority of the Minister of Finance stipulate thq form of t_h_e .
financial statements published by Canadian chartered banks, as well as most of the signi ficant accounting policies. The signifi-

cant accounting policies followed by the Bank are:
Basis of Consolidation

The financial statements include the assets and liabilities and results of operations of all wholly-owned banking subsidiaries.

The significant subsidiaries so included are:
The Royal Bank of Canada (France) S.A.
The Royal Bank of Canada (Middle East) S.A.L.
The Royal Bank of Canada International Limited
The Royal Bank of Canada (Channel Islands) Limited
The Royal Bank of Canada (Curagao) N.V.
The Royal Bank of Canada (Overseas) N.V.
The Royal Bank of Canada (Asia) Limited
The Royal Bank and Trust Company (1)
RoyEast Investments Limited
RoyWest Banking Corporation Limited (2)
RoyAust Limited

RoyMidEast Investments Limited
RoyCan Finanz AG

Western Trust & Savings Limited
RBC Finance B. V.

Burgardt und Nottebohm Bank AG
Bankhaus Bohl KG (2)

Hansische Kaufmannsbank AG
Banco de San Juan (2)

Orion Royal Bank Limited (3)
Orion Royal Pacific Limited (3)
Orion Bank (Guernsey) Limited (3)

(1) The Royal Bank and Trust Company was consolidated for the first time in January 1980 and had total assets at that time of $250 million.
(2) RoyWest Banking Corporation Limited, Bankhaus Bohl KG and Banco de San Juan were consolidated for the first time in October 1980 and

had total assets at that time of $650 million.

(3) InJuly 1981 the Bank’s investment in Orion Bank Limited was increased from 20% to 100%. At the same date Orion Bank Limited was
merged with The Royal Bank of Canada (London) Limited (a previously consolidated subsidiary) to form Orion Royal Bank Limited. The ad-
dition of Orion Bank Limited, together with the related companies Orion Royal Pacific Limited and Orion Bank (Guernsey) Limited, added

$3.8 billion to the consolidated assets of the Bank.

The Bank accounts for the acquisition of banking subsidiaries using the purchase method. Under this method the difference
between the cost of the investment and fair value of net assets acquired is added to or deducted from other assets and

amortized over an appropriate period.

All other investments in subsidiaries and in affiliates (companies owned between 20% and 50%) are carried at the lower of cost
and estimated net realizable value, and income from such investments is recognized only when dividends are received. As
required by the Bank Act, the statements of assets and liabilities of significant non-consolidated subsidiaries are shown

separately.
Securities

Securities issued or guaranteed by Canada or the provinces are recorded at amortized value. Other securities in the Bank’s
investment account are recorded at the lower of cost and market value. Trading account securities are carried at market value.

Profits and losses on disposals and write-downs to market value of securities held in the Bank’s investment account are
included in the Statement of Accumulated Appropriations for Losses, whereas profits, losses and write-downs of trading
account securities are included in “Income from Securities’” in the Statement of Revenue, Expenses and Undivided Profits.

Loans

Loans include accrued interest. However, when interest on a loan is due and has not been collected for a period of 90 days, the
Bank classifies such a loan as non-current and previously accrued interest is then reversed.

Bank Premises

Bank premises are recorded at cost and are depreciated over their estimated useful lives using primarily the straight-line

method.
Acceptances, Guarantees and Letters of Credit

The Bank’s potential liability under acceptances, guarantees and letters of credit is reported as a liability in the Statement of
Assets and Liabilities. The Bank’s recourse against the customer in the case of a call on any of these commitments is reported

as an offsetting asset of the same amount.
Appropriations for Losses

In arriving at the balance of profits for the year, the Bank makes an appropriation to provide for possible unforeseen future
losses on loans, securities and other assets. This appropriation is in addition to a provision for losses on loans (based upon a
formula prescribed by the Minister of Finance designed to average the loss experience over a five-year period) which is included

in other operating expenses.

The difference between the provision for losses on loans based on five-year average loss experience and the actual loss
experience for the year is recorded in the Statement of Accumulated Appropriations for Losses.




The Accumulated Appropriations for Losses consist of two elements — general and tax-paid. The general portion, which
is deductible for income tax purposes, is limited to an amount equal to a percentage (1Y2% of the first $2 billion and

1% in excess thereafter) of eligible assets less specific provisions for losses relating to such assets. The tax-paid portion
has accumulated over the years from certain non-taxable items and from profits upon which income tax has been paid.

Translation of Foreign Currencies

Assets and liabilities in foreign currencies are translated into Canadian dollars at rates prevailing on the balance sheet date;

revenue and expenses are translated at prevailing quarter-end rates.

Foreign exchange positions are hedged as much as practicable by forward exchange contracts. Any gain or loss on the
unhedged foreign exchange position at the end of each quarter is included in income.

2. Provision for Income Taxes 1981 1980
Statement of Revenue, Expenses and Undivided Profits 164,000,000 $ 57,700,000
Statement of Accumulated Appropriations for Losses (87,200,000) (16,936,000)
Rest Account (note 11) — (1,277,000)
Net provision for income taxes 76,800,000 $ 39,487,000

The provision for income taxes in the Statement of Revenue, Expenses and Undivided Profits is less than the amount
obtained by applying the combined federal and provincial statutory income tax rate to Balance of Revenue. The reasons for

the difference are as follows:

1981 1980
Combined federal and provincial statutory income tax rate 51.0% 50.5%
Increase (decrease) in rate resulting from:
Tax exempt income from securities, primarily income debentures and
term preferred shares (23.2) (31.0)
Lower average tax rate applicable to foreign consolidated
banking subsidiaries 4.4) (5.6)
Other 1.6 1.1
Effective income tax rate 25.0% 15.0%
3. Accumulated Appropriations for Losses 1981 1980

Deductions from Accumulated Appropriations for Losses relating to loans and securities held for investment and mortgages

comprised the following:

Loans

Loss experience for the year on loans (net new specific
provisions for losses on loans plus write-offs less
recoveries of loans previously written off)

Provision for losses on loans based on five-year average
loss experience included in other operating expenses
in the Statement of Revenue, Expenses and
Undivided Profits

Net deduction from Accumulated Appropriations for Losses

Securities Held for Investment and Mortgages
Net profits (losses) on disposals of
Government of Canada securities
Other securities
Mortgages (note 6)
Net change in specific provisions on securities
to adjust to values not exceeding market

Net deduction from Accumulated Appropriations for Losses

(192,420,960) S (146,119,794)
176,000,000 120,775,000
(16,420,960) $  (25,344,794)
(54,506,327) $  (5,346,222)
(15,660,898) 20,158,286
(41,935,172) (13,924,617)
(27,352,264) (14,506,518)
(139,454,661) $  (13,619,071)




4. Cash and Due from Banks

1981
Cash and deposits with Bank of Canada $ 1,650,459,545 $ 1,549,304,723
Loans and deposits with banks 14,662,742,919 11,087,980,153
$16,313,202,464 $12,637,284,876
5. Securities 1981 1980
Maturity
‘Within lto3 3tos 5to 10 QOver 10
1 year years years years years
Securities Issued
or Guaranteed by
Canada $2,802,110,744 $281,835,075 $ 50,516,062 $ 20,357,772 $ 1,772,544 $3,156,592,197 $2,571,427,923
Provinces 10,218,090 11,927,887 748,844 7,484,573 2,452,221 32,831,615 45,196,154
Other Securities
Debt Securities:
Municipal and
school corporations 20,492,144 26,839,156 2,144,123 5,282,457 406,701 55,164,581 80,156,356
Floating rate
income debentures 101,505,646 300,057,442 128,679,355 166,041,491 139,273,500 835,557,434 924,453,163
Other Canadian
issuers 22,195,346 5,942,358 485,956,575 1,046,667 5,334,963 520,475,909 297,007,975
Issuers other
than Canadian 251,613,460 49,103,080 9,691,525 63,842,279 79,223,435 453,475,779 432,399,054
$3,208,135,430 $675,706,998 $677,736,484 $264,055,239 $228,463,364
Equity Securities:
Floating rate term
preferred shares 1,916,313,308  1,671,303,380
Other Canadian
issuers 138,283,351 110,433,599
Issuers other
than Canadian 42,736,417 13,546,778
§7,151,430,591 $6,145,924,382
6. Other Loans 1981 1980
N.H.A. and conventional mortgages $ 4,731,053,338 $ 5,010,168,033
Loans to provinces 79,453,117 75,277,629
Loans to municipalities and school corporations 328,385,187 312,635,791
Other loans in Canadian currency 26,973,797,332 20,585,961,254
Other loans in currencies other than Canadian 20,319,524,447 11,128,912,201
$52,432,213,421 $37,112,954,908
During the year the Bank sold $1,217,988,000 (1980 — $461,004,000) principal amount of mortgages to its wholly-owned
subsidiary RoyMor Mortgage Corporation at market values and incurred losses on such sales aggregating
$41,951,000 (1980 — $13,842,000). These losses were charged against the Accumulated Appropriations for Losses.
7. Bank Premises 1981 1980
Accumulated Net Book Net Book
Cost Depreciation Yalue Value
Land $ 61,205,623 $ — $ 61,205,623 $ 60,220,853
Buildings 386,465,609 63,624,337 322,841,272 326,475,393
Furniture, fixtures and equipment 330,996,565 171,776,886 159,219,679 138,792,039
Leasehold improvements 148,975,154 60,876,614 88,098,540 74,409,437
$927,642,951 $296,277,837 $631,365,114 $599,897,722




8. Acceptances, Guarantees and Letters of Credit 1981 1980

Acceptances
Guarantees and letters of credit, including $2,325,920,000 (1980 —

$2,381,336,000 $1,435,830,192

"~r8

$1,670,438,000) of guarantees relating to non-consolidated subsidiaries 5,551,981,800 3,997,417,234
$7,933,317,800 $5,433,247,426
9. Debentures 1981 1980
The debentures are direct unsecured obligations of the Bank and are subordinated in right of payment to the claims of
depositors and certain other creditors of the Bank. In accordance with the formula prescribed in the Bank Act, as at
November 1, 1981 the Bank had the capacity to issue an additional $325,000,000 of debentures. (note 15)
Maturity Rate
April 1, 1982 8%4% Callable on or
after April 1, 1981 $ 35,000,000 $ 35,000,000
February 15, 1984 8% Callable on or
after February 15, 1982 40,000,000 40,000,000
May 15, 1986 10% Callable on or
after May 15, 1984 40,000,000 40,000,000
June 1, 1986 9Y 0 60,000,000 60,000,000
June 1, 1987 9% 75,000,000 75,000,000
December 1, 1987 7Y%, Callable on or
after December 1, 1982 950,000 1,019,000
April 1, 1988 9Y2% Callable on or
after April 1, 1984 30,210,000 35,000,000
February 15, 1989 10.40% 75,000,000 75,000,000
November 15, 1990 @ 75,000,000 75,000,000
April 15, 1991 7% Callable on or
after April 15, 1983 3,172,000 3,207,0001
July 22, 1991 12% Convertible® 100,000,000 —
February 15, 1992 9%, Callable on or
after February 15, 1985 40,000,000 40,000,000™
May 15, 1994 10% Callable on or
after May 15, 1986 40,000,000 40,000,000
December 1, 1994 10% Maturity on December 1, 1984
at the option of the holder
and callable on or after
that date 75,000,000 75,000,000
May 22, 2000 11%8% Callable on or after
November 22, 1992 89,992,500 —
§779,324,500 $594,226,000

(1) Subject to sinking fund provisions.

(2) The 1990 debentures bear interest at a rate of 5/ 8 of 1% below the Bank’s average daily prime rate.

(3) The July 22, 1991 debentures are convertible at the option of the holder prior to July 21, 1991 into common shares at a conversion price of $35 per common share.
These debentures are also convertible at the option of the Bank on or after July 23, 1986 at a conversion price of $35 per common share if the common shares have
traded at or in excess of certain weighted average prices.

(4) The 2000 debentures are denominated in U.S. dollars and are carried at the Canadian equivalent of U.S. $75,000,000.




10. Capital Stock

Preferred Shares

Authorized — 50,000,000 First Preferred Shares and 50,000,000 Second Preferred Shares without nominal or par value,
issuable in series; the aggregate consideration for which all the First Preferred Shares and all the Second Preferred Shares may

be issued shall not exceed $1,250,000,000 in each case.

Outstanding —
Number

of Shares Amount
$1.88 Cumulative Redeemable First Preferred Shares Series A (issued in
February 1981 in exchange for an equal number of preferred shares of
Globe Realty Limited, a wholly-owned subsidiary of the Bank)
Issued during the year 6,093,600 $152,340,000
Purchased for cancellation (82,200) (2,055,000)
Outstanding at end of year 6,011,400 $150,285,000

The Bank has undertaken to purchase in each calendar quarter 48,000 of the First Preferred Shares, if available, at prices not
exceeding $25 per share.

Common Shares
Authorized — 250,000,000 shares of $1 each
Outstanding —
1981 1980
Number of Shares Number of Shares
Fully Partly Fully Partly
Paid Paid Amount Paid Paid Amount
Outstanding at beginning of
year 79,988,534 2,339,866  $80,242,750 73,180,800 —  $73,180,800
Issued during the year —
1980 rights offering 2,339,866 (2,339,866) 2,085,650 6,807,734 2,339,866 7,061,950
Stock Dividend
and Dividend
Reinvestment Plans 514,225 — 514,225 — — —
Outstanding at end of year 82,842,625 —  $82,842,625 79,988,534 2,339,866  $80,242,750

In March 1981, the common shares were split on a two for one basis and all shares shown above have been adjusted to reflect
the split.

In April 1981, the Bank established a Stock Dividend Plan and a Dividend Reinvestment Plan under which holders of
common shares may elect to receive dividends in the form of additional common shares or to invest cash dividends in new
common shares.

Number of

Common shares reserved at October 31, 1981 for possible issuance Shares
— under the Stock Dividend Plan 2,204,056
— under the Dividend Reinvestment Plan 2,281,719
— upon conversion of the 12% July 22, 1991 debentures 2,857,143

7,342,918



11. Rest Account 1981 1980
Balance at beginning of year $1,604,000,000 $1,218,000,000
Proceeds from 1980 rights issue in excess of the par value of the

common shares 45,884,304 155,362,896
Proceeds from issue of common shares under the

Stock Dividend Plan and the Dividend Reinvestment

Plan in excess of the par value of the shares 13,219,811 —
Expenses of 1980 rights issue (net of income taxes of $1 ,277,000) — (1,250,815)
Excess of stated value over cost of preferred

shares purchased for cancellation 643,222 —
Share of post-acquisition earnings of subsidiaries not previously

consolidated 13,350,735 30,998,831
Transfer from undivided profits 229,901,928 200,889,088
Balance at end of year $1,907,000,000 $1,604,000,000

12. Earnings per Share

Earnings per share have been calculated on the daily average equivalent of fully paid shares outstanding. After giving effect to
the two-for-one stock split in March 1981, the daily average number of shares outstanding for the year ended October 31, 1981
was 81,710,495 (1980 — 73,401,956).

Fully diluted earnings per common share are calculated on the weighted average number of common shares which would have
been outstanding if all the $100 million 12% Convertible Debentures due July 22, 1991 had been converted to common shares
as at July 22, 1981, the date of issue.

13. Long-term Commitments for Leases

Rental expense for buildings for the year ended October 31, 1981 was $77,286,000 (1980 — $58,009,000). Minimum future
rental commitments for buildings under long-term non-cancellable leases for the next five years are (1982 — $45,370,000; 1983
— $40,707,000; 1984 — $37,787,000; 1985 — $35,108,000; 1986 — $30,611 ,000). Annual rental commitments after 1986 are
in decreasing amounts.

14. Pension Plan

The Bank has an employee pension plan which is available to all employees after five years service or at age 25 on a
contributory or a non-contributory basis.

The total cost in respect of both current service and past service charged to income for the year ended October 31, 1981
amounted to $22,193,000 (1980 — $30,895,000).

An actuarial valuation of the pension fund is performed every three years in accordance with statutory requirements. The
estimated unfunded past service obligation at October 31, 1980 amounted to $70,800,000: this amount was fully funded in
December, 1980 and is being charged to income over 13 years. All vested pension rights of employees are fully funded.

15. Subsequent Events

Pursuant to an underwriting agreement dated November 19, 1981 the Bank has agreed to issue a minimum of $150,000,000
and maximum of $160,000,000 principal amount of Convertible Debentures due December 9, 1991 for estimated net proceeds
of $146,925,000 and $156,777,000, respectively, after deducting the underwriting commission and estimated expenses of issue.
The Convertible Debentures will be convertible at the option of the holder at any time up to and including December 9, 1991
into Common Shares of the Bank at a conversion price of $30 per Common Share, being a rate of approximately 331/ 3 Com-
mon Shares for each $1,000 principal amount of Convertible Debentures.

Pursuant to an underwriting agreement dated November 19, 1981 the Bank has agreed to issue a minimum of 8,000,000 and
maximum of 8,400,000 $2.75 Redeemable Convertible Second Preferred Shares Series A for estimated net proceeds of
$193,700,000 and $203,460,000, respectively, after deducting the underwriting commission and estimated expenses of issue.
Each Convertible Preferred Share will be convertible at the option of the holder at any time up to and including December 8,
1988 into one Common Share of the Bank upon payment by the holder of $5, being a conversion price of $30 per Common
Share.

Pursuant to an agreement in principle dated November 9, 1981 the Bank has agreed to purchase all of the shares of Canadian
Acceptance Corporation Limited. The purchase price will be satisfied in part by the issue to the vendor of $100,000,000
principal amount of convertible debentures with attributes essentially identical to the Convertible Debentures due

December 9, 1991 and the balance estimated to be $30,000,000 will be payable in cash.




Statements of Assets and Liabilities of Controlled Corporations

Globe Realty Limited

(Incorporated under the laws of Canada)
and its wholly-owned subsidiary company
Globe Realty Management Limited

Condensed Consolidated Statement as at October 31, 1981

(In Canadian Dollars)

Assets

Real estate, buildings and equipment,
at cost less accumulated

depreciation (note 2) $169,943,618
Cash in bank 2,655,437
Other assets 3,546,594
§176,145,649

Liabilities
Accounts payable and other liabilities $ 6,197,007

Short-term promissory notes 76,389,828
63/4% Mortgage Payable 2,447,355
The Royal Bank of Canada 8,610,000
Deferred income taxes 9,681,516
Capital stock fully paid
(585,046 common shares
of no par value) 58,504,600
Retained earnings 14,315,343
$176,145,649

NOTES: (1) The Royal Bank of Canada owns the entire capital stock of Globe Realty Limited. This investment is carried on the books of the

Bank at $56,086,500.

(2) Inaccordance with agreements providing for the leasing of certain lands to third parties, Globe Realty Limited has pledged lands
having a cost of $8,826,417 as part of the security for mortgages arranged by the third parties on the properties. The terms of the
agreements provide that buildings on these lands become the property of the Company at the expiration of the leases.

(3) The Company entered into an agreement effective November 1, 1981 with The Royal Bank of Canada to purchase land and
buildings for a consideration of $149 million, their approximate net book value.

The Royal Bank Jamaica Limited
(Incorporated under the laws of Jamaica)

and its wholly-owned subsidiary company
Royal Bank Trust Company (Jamaica) Limited

Condensed Consolidated Statement as at September 30, 1981

(In Jamaican Dollars; Canadian Equivalent $0.684)

Assets
Cash and due from banks $ 30,485,402
Cheques and other items in transit, net 3,790,501
Securities, at cost . 92,595,072
Loans and advances, less provision

for losses 143,656,771
Real estate, buildings and equipment,

at cost or valuation less accumu-

lated depreciation 5,925,801
Customers’ liability under acceptances,

guarantees and letters of credit 84,333,574
Other assets 49,003,611

$409,790,732

Liabilities
Deposits $257,097,359
The Royal Bank of Canada 8,292,411
Acceptances, guarantees and

letters of credit 84,333,574
Other liabilities 46,878,601
Capital stock fully paid (4,000,000

stock units of $1 each) 4,000,000
Capital reserve (note 2) 625,645
Contributed surplus 337,235
Statutory reserve 6,459,000
Surplus 1,766,907

$409,790,732

NOTES: (1) The Royal Bank of Canada owns 56.25% of the capital stock of the The Royal Bank Jamaica Limited. This investment is carried on

the books of the Bank at Can. $1,527,487.

(2) The capital reserve arises from the independent appraisal of the real estate and buildings.



RoyLease Limited

(Incorporated under the laws of Canada)
Condensed Statement as at October 31, 1981
(In Canadian Dollars)

Assets Liabilities
Receivable under financial Accrued interest payable and
lease contracts less unearned other liabilities $ 11,691,783
income of $105,747,801 $317,990,286 Short-term promissory notes 28,333,854
Preliminary outlays for leased assets 6,527,895 Long-term debt 115,551,969
324,518,181 The Royal Bank of Canada 140,431,807
Provision for losses 325,666 Deferred income taxes 5,760,042
e Capital stock fully paid
GRS (280,000 $6.25 fixed non-
Amount due under conditional sales cumulative redeemable preferred
agreements and secured loans shares Series B) 28,000,000
less unearned income of $526,495 9,976,496 (1,985,000 common shares of
Term deposits 2,939,855 no par value) 19,850,000
Other assets 7,458,084 Deficit (5,052,505)
$344,566,950 $344,566,950
NOTE: The Royal Bank of Canada owns the entire capital stock of RoyLease Limited. This investment is carried on the books of the Bank at
$47,853,716.
RoyMor Mortgage Corporation

(Incorporated under the laws of Canada)
Condensed Statement as at October 31, 1981
(In Canadian Dollars)

Assets
Residential mortgages at outstanding

Liabilities
Accrued interest payable and

principal amount less other liabilities $ 95,801,195
unamortized purchase The Royal Bank of Canada 33,541,453
discount of $39,450,463 $2,178,089,353 Short-term promissory notes 101,998,400
Investment certificates
Other investments 101,790,000 Due within one year 759,948,026
Other assets 5,448,817 Due beyond one year 1,155,231,053
Debentures 33,836,000
Deferred income taxes 13,852,685
Capital stock fully paid
(250,000 $100 cumulative
redeemable 6% preferred shares
Series A) 25,000,000
(350,000 $100 cumulative redeemable
91/2% preferred shares Series B) 35,000,000
(15,000 $100 cumnulative redeemable
10% preferred shares Series C) 15,000,000
(48,000 $100 common shares) 4,800,000
Retained earnings 11,319,358
$2,285,328,170 $2,285,328,170
NOTE: The Royal Bank of Canada owns the entire capital stock of RoyMor Mortgage Corporation with the exception of the directors’

qualifying shares. This investment is carried on the books of the Bank at $80,108,050.

1

[\__‘ :



InchRoy Credit Corporation Limited
(Incorporated under the laws of Hong Kong)
Condensed Statement as at December 31, 1980

(In Hong Kong Dollars; Canadian Equivalent $.235)

Assets
Cash and due from banks HKS 678,704
Loans and advances, less provision

for losses 103,286,855
Receivable under lease agreements

less unearned income of

$76,133,352 417,787,953
Leasing assets 1,440,805
Furniture, fixtures and equipment at

cost less accumulated

depreciation 354,150
Other assets 7,916,236

HKS$531,464,703

Liabilities
Accounts payable and accrued

liabilities HKS$ 16,246,974
Bank loans and overdrafts 277,916,044
Amount due to holding company 45,694,989
Short-term borrowings 66,419,285
Term loan 96,835,715
Capital stock fully paid

(2,000,000 shares of HK$10 each) 20,000,000
Retained earnings 8,351,696

HKS$531,464,703

NOTE:

The Royal Bank of Canada owns 70% of the capital stock of InchRoy Credit Corporation Limited through its wholly-owned

subsidiary, RBC Holdings B.V. This investment is carried on the books of the consolidated group at Can. $8,036,811.

Banque Belge pour I'Industrie

(Incorporated under the laws of Belgium)
Condensed Statement as at December 31, 1980
(In Belgian Francs; Canadian Equivalent $0.037)

Assets Liabilities
Cash and due from banks F 2,500,735,987 Deposits F 6,088,520,893
Belgian Government securities 1,575,504,124 Due to banks 3,383,767,815
Other Securities 315,790,581 The Royal Bank of Canada 217,381,237
Loans and advances 5,918,977,595 Acceptances 215,646,366
Real estate, buildings and
equipment 116,000,000 Other liabilities 763,531,165
Customers’ liability under
acceptances 215,646,366 Convertible subordinated loan 52,178,000
Other assets 597,269,804 Capital stock fully paid (222,778
stock units of no par value) 440,000,000
Reserves 39,000,000
Retained earnings 39,898,981
F11,239,924,457 F11,239,924,457
NOTE: The Roval Bank of Canada owns 62.43% of the capital stock of Banque Belge pour I'Industrie, including 42.43% held by its wholly-

owned subsidiary, RBC Holdings B.V. This investment is carried on the books of the consolidated group at Canadian §1.

Auditors’ Report

To the Shareholders,

The Royal Bank of Canada:

We have examined the statements of assets and
liabilities of controlled corporations of The Royal
Bank of Canada as at the dates indicated. Our
examination was made in accordance with
generally accepted auditing standards, and
accordingly included such tests and other
procedures as we considered necessary in the
circumstances.

In our opinion these statements present fairly the
financial position of the corporations as at the
dates indicated.

Montreal, December 1, 1981
Price Waterhouse
Touche Ross & Co.

Chartered Accountants
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Selected Statistical Data
Ten-Year Analytical Review
1981 1980 1979 1978 1977
Revenue and expenses
as a per cent of average total assets
Average total assets ($ millions) $75,243 $57,459 $46,847 $37,514 $31,763
Net interest revenue (taxable equiv. basis) 2.68% 2.66% 2.78% 3.01% 2.97%
Other operating revenue 05% .64% .66% .69% 1%
Non-interest expenses (excl. loan losses) 1.84% 2.05% 2.12% 2.29% 2.43%
Loan loss provision .23% 21% 23% .25% .26%
Total non-interest expenses 2.07% 2.26% 2.35% 2.54%, 2.687%
Balance of revenue after taxes .65% 57% .58% .62% .53%
Share information
Shares outstanding (thousands) (1) 81,710 73,402 73,180 73,180 73,180
Earnings per share $ 5.9 $ 4.46 $ 3.70 $ 3.20 § 231
Dividends $ 1.70 $ 1.26 $ 1.09 $ .78 5 .69
Share price (2) high $ 32.25 $ 27.75 $ 23.38 $ 19.00 $ 14.31
low $ 24.13 $ 17.94 $ 16.88 $ 12.19 $ 11.38
close $ 25.75 $ 26.75 $ 18.69 $ 17.50 $ 12.38
Book value (3) $ 28.93 $ 25.62 $ 2255 $ 19.19 $ 15.87
Price/ earnings ratio (4) 4.8 5:l 5.4 4.9 5.6
Dividend yield (5) 6.0% 5.5% 5.4%, 5.0% 5.4%
Other information
Deposit to capital ratio (6) 22.7:1 18.8:1 19.9:1 20.3:1 20.7:1
Return on equity (7) 21.7% 18.2% 17.7% 18.2% 15.5%
Number of shareholders (8) 47,587 38,463 32,058 31,503 32,276
Number of employees (9) 38,783 37,034 36,507 35,660 35,335
Number of branches (10) 1,574 1,592 1,604 1,600 1,595
Quarterly Perspective
(in thousands except per share)
Non-Interest
Net interest Other Expenses Balance of
Fiscal Revenue (Tax- Operating (Excl. Loan Loan Loss Revenue After Earnings Dividends
Year Quarter able Equiv. Basis) Revenue Loss Provision) Provision Taxes Per Share Per Share
1980 I $ 363,393 $ 86,216 $ 274,586 $ 27,700 $ 78,555 $1.08 $ .30
1980 11 374,626 87,130 290,289 29,800 75,091 1.02 .30
1980 III 371,738 99,431 296,720 31,700 76,205 1.04 A2
1980 v 424,490 96,884 314,848 31,575 97,579 1.32 34
1980 Full Year $1,534,247 $369,661 $1,176,443 $120,775 $327,430 $4.46 $1.26
1981 | $ 514,957 $111,234 $ 318,404 $ 35,000 $138,361 $1.72 $ .36
1981 11 461,310 122,276 338,314 40,000 104,837 1.25 .40
1981 111 518,404 134,851 345,332 53,000 133,965 1.59 45
1981 v 521,917 122,563 379,327 48,000 115,357 1.36 .49
1981 Full Year $490,924 $1,381,377 $176,000 $492,520 $5.92 $1.70

$2,016,588
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1976 1975 1974 1973 1972 [§)] Weig_htcd average of equivalent fully paid shares
outstanding.
(2) High and low price of shares traded on the
Toronto stock exchange during the fiscal year and
the closing price on the last trading day of October.
(3;! Shareholders’ equity plus accumulated appropri-
$26,763 $23,393 $20,344 $16,271 ~ §$13,847 Pl i e Ui B A oA
3 09[’70 3. 16% 2.78% 2.87% 2.77% (4) The average of the high and low share price. for

74% T7% 68% 71% 73%, the year divided by earnings per share.

(5) Dividends per share divided by the average of the
2.51% 2.43% 2.23% 2.24% 2.14% high and low share price.

250, 21% 15% 13% 13%, (6) Total deposits to total capital (shareholders’ equi-
ty, accumulated appropriations for losses and deben-
tures) at fiscal year-end. Included in 1979's figure is

2.76% 2.64% 2.38% 2.37% 2.27% $159 million of Globe Realty Limited's preferred

.59, 66% 5307, 61% 630, ihalrgmgowh’i_ch are e;changa:llble into those of the Bank.

n 's figure is $154 million of the preferred shares
plus US$75 million (Cdn$88 million) of exchangeable
Globe Realty Limited debentures.
(7) Balance of revenue after taxes divided by average
73 ,1 52 69,850 66,528 66,528 66;528 shareholders’ equity plus accumulated appropriations
$ 215 $ 2.20 $ 1.61 $ 1.49 $ 1.31 {g)”lgsml-s Sl i
oyal Bank shareholders at fiscal year-end.
$ .65 $ .62 $ ) $ Sl $ .48 (9) For 1978 and prior, figures are for full time staff
$ 16.75 $ 18.25 $ 19.63 $ 19.56 $ 18.75 olt(';he‘Royail"B;r]lk not in;lusding cognsol}::iatcd sub-
sidiaries at fiscal vear-end. Since 1979, figures include
$ 13.13 $ 12.19 $ 12.13 $ 16.06 S 12.56 all consolidated subsidiaries but exclude staff on
$ 13.50 $ 15.38 $ 14.38 $ 19.19 $ 17.38 lefave without pay. Asa res']ult of local incorporation
of our operations in several countries, a number of
$ 13.95 $ 12.62 $ 11.48 $ 10.90 $ 9.90 staff and branches cease to be included in reported
6.9 6.9 99 12.0 12.0 figures. The approximate number of staff affected
4.4% 4.0% 3.5% 2.9% 3.1% prés
. B . . . 1971 Venezuela-230
1972 Jamaica-230, Trinidad & Tobago-345
1977 Colombia-230
(10) The number of branches dropped because of
20.4:1 20.4:1 21.9:1 19.8:1 18.5:1 localincorporaton ar:
enezuela
16.2% 18.4% 14.4% 14.3% 13.9% 1972 Jamaica-14, Trinidad & Tobago-15
32,079 32,329 31,345 31,562 31,600 1977 Colombia-9
34,429 32,464 31,094 28,225 25,701
1,567 1,524 1,470 1,409 1,393
EARNINGS For the information of shareholders, the valuation
S;'F‘?EE ROYAL BANK SHARE PRICE AND EARNINGS PER SHARE PER day, December 22, 1971, value of the Bank’s capital
SHARE stock for capital gains tax purposes as published by
the Department of National Revenue, Taxation,
$40 ) = 38 is $14.75.
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Ten-Year Statistical Review

(in thousands)
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Assets and Liabilities 1981 1980 1979 1978
Assets
Cash resources $17,834,478 $12,790,241 $11,081,313 $ 8,147,142
Securities 7,151,431 6,145,924 5,826,709 4,564,849
Loans including day loans 53,250,580 37,568,855 31,116,655 25,446,577
Bank premises (net) 631,365 599,898 536,476 474,626
Other assets 8,648,267 5,728,934 3,160,763 2,271,322
Total assets $87,516,121 $62,833,852 $51,721,916 $40,904,516
Liabilities
Canadian dollar deposits $37,184,811 $30,549,226 $25,977,003 $22,794,641
Foreign currency deposits 38,430,027 23,752,591 20,409,786 14,195,918
Total deposits 75,614,838 54,301,817 46,386,789 36,990,559
Sundry liabilities 8,575,314 5,881,802 3,165,406 2,095,954
Debentures 779,325 594,226 519,559 413,666
Accumulated appropriations for losses 405,253 370,143 357,652 325,470
Shareholders’ equity 2,141,391 1,685,864 1,292,510 1,078,867
Total liabilities $87,516,121 $62,833,852 $51,721,916 $40,904,516
Revenue & Expenses
Income from loans $ 9,639,680 $ 6,076,229 $ 4,215,510 $ 2,838,446
Income from securities (tax. equiv. basis) 1,083,419 799,681 670,253 367,355
Sub-total 10,723,099 6,875,910 4,885,763 3,205,801
Interest paid on deposits and debentures 8,706,511 5,341,663 3,584,478 2,081,100
Net interest revenue (tax. equiv. basis) 2,016,588 1,534,247 1,301,285 1,124,701
Other operating revenue 490,924 369,661 310,240 258,356
Staff costs 845,383 727,256 627,490 536,793
Property expenses 221,389 182,253 162,492 151,076
Other expenses 314,605 266,934 205,716 171,350
Loan loss provision 176,000 120,775 103,148 92,856
Non-interest expenses 1,557,377 1,297,218 1,098,846 952,075
Balance of revenue (tax. equiv. basis) 950,135 606,690 512,679 430,982
Taxable equivalent adjustment 293,615 221,560 195,666 69,’{80
Balance of revenue (statutory) 656,520 385,130 317,013 361,202
Provision for income taxes 164,000 57,700 46,300 127,300
Balance of revenue after taxes S 492,520 $ 327,430 $ 270,713 $ 233,902
Dividends
Common $ 139,430 $ 94,549 $ 79,767 $ 57,264
Preferred 8,546 —— — —




1977 1976 1975 1974 1973 1972

$ 7,165,038 $ 6,239,013 $ 5,348,281 $ 4,563,183 $ 5,338,982 $ 3,688,244
3,403,064 3,185,296 2,576,057 2,812,869 2,143,978 2,296,048
21,819,176 17,825,430 15,816,493 12,713,031 9,972,051 8,111,053
413,273 332,449 237,253 168,306 137,749 119,920
1,549,783 1,249,398 1,233,047 1,412,491 770,775 552,251
$34,350,334 $28,831,586 $25,211,131 $21,669,880 $18,363,535 $14,767,516
$20,056,061 $17,475,414 $14,933,619 $12,503,119 $10,371,937 $ 9,065,749
11,323,853 8,815,417 7,937,256 6,938,254 6,428,364 4,471,633
31,379,914 26,290,831 22,870,875 19,441,373 16,800,301 13,537,382
1,455,640 1,249,906 1,219,866 1,340,098 713,124 496,985
353,891 270,000 200,000 125,000 125,000 75,000
306,660 289,947 277,113 246,623 233,835 215,840
854,229 730,902 643,277 516,786 491,275 442,309
$34,350,334 $28,831,586 $25,211,131 $21,669,880 $18,363,535 $14,767,516
$ 2,283,792 $ 2,020,941 $ 1,793,722 $ 1,613,365 $ 1,015,923 $ 728,294
275,603 238,421 201,134 173,244 123,980 117,701
2539305 2,259 362 1,994,856 1,786,609 1,139,903 845,995
1,617,028 1,431,877 1,256,592 1,221,258 673,477 462,656
942,367 827,485 738,264 565,351 466,426 383,339
225,333 198,245 179,378 137,569 115,364 100,534
484,342 428,391 362,099 291,197 233,661 181,681
133,572 111,866 88,003 70,503 56,730 48,857
153,012 131,206 118,283 92,222 74,136 65,727
81,449 66,503 49,954 30,972 21,649 18,708
852,375 737,966 618,339 484,894 386,176 314,973
315,325 287,764 299,303 218,026 195,614 168,900
40,703 20,375 11,431 7,024 3,470 3,401
274,622 267,389 287,872 211,002 192,144 165,499
105,800 110,000 134,630 103,800 92,900 78,286

$ 168,822 $ 157,389 $ 153,242 $ 107,202 $ 99,244 % — 84213
$ 50,495 $ 47,751 § 43,751 $ 36,590 $ 33,929 $ 31,933

o/




Highlights of Financial Statements

under the New Bank Act 5 8

The transitional provisions of the New Bank Act specified that the Bank’s Annual Statement for the year ended October
31, 1981 was to be prepared in accordance with the requirements of the Old Bank Act; new financial reporting requirements
were to take effect November 1, 1981.

The schedule on page 59 provides condensed statements of assets and liabilities and condensed statements of income
for the Bank for the last five fiscal years restated in accordance with the requirements of the New Bank Act. In addition the
schedule compares the restated financial statements for 1981 with the financial statements prepared in accordance with the
Old Bank Act for the same year.

The major changes in the New Bank Act involve the consolidation of all companies in which there is over 50% owner-
ship, and equity accounting for those companies in the 20-50% ownership category. In prior years, under the Old Bank Act,
only wholly-owned banking subsidiaries were consolidated and all other investments were carried at cost. Another major
change is that letters of credit and guarantees are no longer included as assets. There are also changes in the accounting for
securities. Now all securities are carried at cost or amortized value. In prior years securities other than those guaranteed by
Canada or the provinces were carried at amounts not exceeding market value. For dispositions, gains and losses from shares
are recorded in income whereas gains and losses from interest-bearing securities are deferred and amortized to income over five
years. In prior years all gains and losses on disposal of securities were included in Accumulated Appropriations for Losses.

Restated Net Income for the Year ended October 31, 1981, of $478 million was $14 million lower than the total under the
Old Bank Act basis primarily because of the new accounting for gains and losses on disposals and write-downs of securities.

At October 31, 1981 restated total assets of $85.4 billion were $2.1 billion less than total assets under the Old Bank Act.
The reduction results from the elimination of customers’ liability under guarantees and letters of credit of $5.5 billion partially
offset by an increase of $3.4 billion resulting from additional consolidations and equity accounting. Restated Capital and
Reserves as at October 31, 1981 of $2,701 million was $154 million higher than the total under the Old Bank Act basis.

Restatement of Balance of Revenue After Taxes under the Old Bank Act to Net Income for the Year under the New Bank Act

(in thousands)
Financial years ended October 31 1981 1980 1979 1978 1977
Balance of Revenue after Taxes under

the Old Bank Act $492,520 $327,430 $270,713 $233,902 $168,822

Share of net income and losses
of subsidiaries not previously

consolidated (1,828) (3,048) 6,447 10,572 6,579
Share of net income and losses
of equity accounted companies (2,163) 8,143 10,952 8,289 5,487

Items previously recorded in appro-
priations but now included in income:

Profits and losses on securities (14,831) 14,755 (3,068) 6,000 362

Other 4,478 752 4,647 2,342 6,706
Net Income for the Year under the

New Bank Act $478,176 $348,032 $289,691 $261,105 $187,956

Restatement of Capital Accounts under the Old Bank Act to Capital and Reserves under the New Bank Act (in thousands)
As at October 31 1981 1980 1979 1978 1977

Capital Accounts —
Shareholders’ Equity and

Accumulated Appropriations

for Losses under the Old Bank Act $2,546,644 $2,056,007 $1,650,162 $1,404,338 $1,160,890
Share of post-acquisition earnings of

subsidiaries not previously

consolidated 41,527 22,657 43,227 54,309 49,609
Share of net income since acquisition

of investments accounted for on

the equity method 28,848 42,118 34,567 23,615 9,791
Unamortized portion of gains and

losses on the disposal of securities

(net of income taxes) 34,533 12,528 12,556 3,732 645
Specific provisions for losses on

investments as at October 31 58,572 31,220 16,714 8,061 17,326
Other (9,326) (9,295) (4,589) (7,405) 500

Capital and Reserves under the
New Bank Act $2,700,798 $2,155,235 $1,752,637 $1,486,650 $1,238,761
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Statement of Assets and Liabilities (in thousands)

Old Bank Act New Bank Act
October 31,  October 31,  October 31, October31, October 31, October3l,
1981 1981 1980 1979 1978 1977
Assets
Cash resources $17.834,478  $15,851,527 $11,141,883 $ 9,752,064 § 7,463,315 % 6,565,099
Securities 7,151,431 7,346,426 6,567,092 6,103,886 4,674,358 3,478,874
Loans 53,250,580 57,131,133 40,805,248 32,713,333 26,977,407 23,066,315
Customers’ liability under
acceptances 7,933,318 2,414,937 1,451,068 934,171 498,963 365,019
Land, buildings and equipment 631,365 810,266 732,806 621,170 543,774 478,413
Other assets 714,949 1,805,163 784,014 550,963 445,237 321,439
Total Assets $87,516,121  $85,359,452  $61,482,111 $50,675,587  $40,603,054 $34,275,159
Liabilities
Deposits $75,614,338  $76,919,508  $56,017,911  $46,665,077  $37,61 9,894  $31,929,635
Acceptances 7,933,318 2,414,937 1,451,068 934,171 498,963 365,019
Other liabilities 641,996 2,538,579 1,087,441 639,487 569,274 378,966
Minority interest in subsidiaries — 6,305 176,230 164,656 14,607 - 8,887
Subordinated debt —
bank debentures 779,325 779,325 594,226 519,559 413,666 353,891
84,969,477 82,658,654 59,326,876 48,922,950 39,116,404 33,036,398
Capital and Reserves
Appropriations for contingencies 242,233 257,800 213,180 212,163 129,914 64,270
Shareholders’ equity:
Capital stock — preferred 150,285 150,285 - — — —
— common 82,843 82,843 80,243 73,181 73,181 73,181
Contributed surplus 407,229 407,229 348,125 192,762 192,762 192,762
General reserve 163,020 206,025 188,183 162,203 203,618 259,716
Retained earnings 1,501,034 1,596,616 1,325,504 1,112,328 887,175 648,832

2,546,644 2,700,798 2,155,235 1,752,637 1,486,650 1,238,761

Total Liabilities,
Capital and Reserves $87,516,121  $85,359,452 $61,482,111 $50,675,587  $40,603,054 $34,275,159

Statement of Income (in thousands)

Interest and dividend income $10,429,484  $10,750,400 $ 6,768,189 § 4,812,988 § 3,239,251 § 2,587,633
Interest expense 8,706,511 9,042,065 5,410,025 3,651,103 2,133,543 1,659,129
Net interest income 1:722.973 1,708,335 1,358,164 1,161,885 1,105,708 928,504
Provision for loan losses 176,000 185,601 124,430 106,021 96,544 83,710
Net interest income after loan

loss provision 1,546,973 1,522,734 1,233,734 1,055,864 1,009,164 844,794
Other income 490,924 516,110 377,647 321,292 270,480 244,747
Net interest and other income 2,037,897 2,038,844 1,611,381 1,377,156 1,279,644 1,089,541
Non-interest expenses 1,381,377 1,396,316 1,189,629 1,010,935 879,588 785,078
Net income before provision

for income taxes 656,520 642,528 421,752 366,221 400,056 304,463
Provision for income taxes 164,000 160,219 60,876 60,557 135,651 114,289
Net income before minority

interest in subsidiaries 492,520 482,309 360,876 305,664 264,405 190,174
Minority interest in subsidiaries —_ 4,133 12,844 15,973 3,300 2,218
Net income for the year $ 492520 S 478,176 $ 348,032 § 289,691 S 261,105 §$ 187,956
Net income per share

Basic $5.92 $5.75 $4.74 $3.96 $3.57 $2.57

Fully diluted $5.89 $5.71 $4.74 $3.96 $3.57 $2.57
Return on assets .65% .65% .62% .63% .70% .59%
Net income for the quarters:

First $ 138,361 § 139,425

Second 104,837 104,516

Third 133,965 130,910

Fourth 115,357 103,325

Total Year § 492,520 $ 478,176
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These copper pins connect the memory chips
of this high-speed storage device with various
parts of the computer in much the same way
as a telephone exchange with the exception
that the lines are permanently connected.
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Board
Committees

he five standing committees of

the Board of Directors of The

Royal Bank of Canada, as

listed below, have the respon-

sibility of maintaining integrity
and sensitivity within the major areas
of activity of the Bank, consistent with
the strategic development goals of the
corporation.

The Loan Policy Committee sustains
an advisory role with regard to the
lending policies and practices of the
Bank.

Chairman: F.B. Common.
Members: D.S. Anderson,

R.C. Frazee, T. Louie, J.D. Maclennan,
F.C. Mannix, W.E. McLaughlin,

A.M. Runciman, P.N. Thomson,

R.A. Utting.

The Loan Policy Committee
reviews and monitors the application
of credit policy to ensure prudent risk
management and consistent strategic
planning. Loans of magnitude ex-
ceeding the generally acceptable per-
centage of capital, and those involving
unusual circumstance are studied by
the committee prior to management
approval. Loans to directors and
employees are approved by this group
and, as required by the Bank Act, are
reported to the Board of Directors.
Finally, subject to the provisions of the
Bank Act, administrative matters of an
urgent nature may be referred to this
commiittee for approval prior to subse-
quent review by the following meeting
of the Board.

The Committee meets regularly,
twice a month, in addition to policy
meetings and reports its activities to the
Board with appropriate recommenda-
tions, desirable in the circumstances.

The Audit Committee assumes the
responsibility of reviewing the auditing
annual financial statements and inter-
nal control procedures of the Bank,
and of ensuring that disclosure of ac-
curate, reliable data is made to inter-
ested parties.

Chairman: F.M. Covert.
Members: T.J. Bell, G.A. Burton,
N.F. Phillips, H.C. Pinder.

The Audit Committee, through
meetings with shareholders’ auditors,
Chief Inspector and periodic reviews
of internal control procedures and ac-
counting practices of the Bank, ensures

compliance with the law and avoidance
of conflicts of interest. Management
information systems development and
revisions to accounting practices are

also subject to review by this committee.

The committee meets as required
and at least twice annually it reports to
the Board of Directors on its activities,
particularly its review of the Bank’s
financial statements and on the nomi-
nation and remuneration of auditors.

The Nominating Committee, under
given criteria governing the overall
composition of the Board, is elected to
recommend suitable candidates for ap-
pointment as directors.

Chairman: C.N. Woodward.
Members: G.H. Blumenauer,

Mrs. M. Dobrin, P. Macdonnell,
C. Pratte.

The Nominating Committee,
under guidelines established to sustain
Board composition, reviews and
recommends areas of representation
which are complementary to the
Bank’s strategic development goals.
The committee further seeks to
identify candidates who are able and
willing to participate in the diverse
scope of the Royal Bank’s activities.

The committee meets at least
semi-annually and is required to report
to the Board of Directors at least once
each fiscal year.

The Personnel and Compensation
Committee, in an advisory capacity,
reviews and monitors Personnel
policies, management development
program and total compensation prac-
tices of the Bank.

Chairman: W.0. Twaits.
Members: W.F. Light, J.P. Monge,
[.D. Sinclair, J.A. Tory.

The Personnel and Compensation
Committee is charged with periodic
reviewing of the Bank’s long range
plans and policies for recruiting,
developing and motivating personnel.
Compensation practices and manage-
ment succession are areas of regular
review and approval of remuneration
of the Bank’s most senior executive
staff is required of this committee.

The committee is required to sub-
mit to the Board of Directors a report
on its activities and any recommenda-
tions it deems appropriate.
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The Public Policy Committee reviews
the Bank’s public posture to ensure
that its operations remain consonant
with the changing values and expecta-
tions of society.

Chairman: P. Paré.
Members: J.A. Armstrong,
I.A. Barclay, J.P. Maurer,
Mrs. D.R. McKeag.

The Public Policy Committee acts
in an advisory capacity to the Board of
Directors in areas relating to the
Bank’s overall interaction with its
various key publics. Studies of the
Bank’s efforts to ensure ethical and
socially responsible business conduct,
corporate responsibility by way of
both human resource and financial
contributions, and the appropriateness
of Public Affairs considerations as
related to the Bank’s strategic goals,
form the key elements of this commit-
tee’s functional mandate.

Reports and recommendations
are made annually to the Board of
Directors, subsequent to at least two
meetings of the committee during the
fiscal year.



Organization

Computers and their associated equipment
are used to process the incredible volume of
data generated in modern banking. This is a
device that can be compared to a card-index
in a library. Data stored on both sides of the
high-speed magnetic discs provide almost in-
stant access to the location of programs
stored in the computer memory, thus
enabling rapid retrieval.
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FINANCE & INVESTMENTS DIVISION
EXECUTIVE VICE-PRESIDENT
B.D. GREGSON

VICE-PRESIDENT & COMPTROLLER
K.A. Smee

VICE-PRESIDENT & TREASURER
G.C. Aitken

ORGANIZATIONS

RBC HOLDINGS B.V.,
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SUPERVISING DIRECTORS
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Executive Officers Head Office Management 68

Chairman & Chief Executive Officer Senior Vice-Presidents
Rowland C. Frazee M.C.S. Baptista
President L.E. Gil]n}oure
I.K. Finlayson (Toronto) A.G. Halliwell

. . H.S. Hardy
ke Chnian G.J. Johnson (Calgary)
R.A. Utting B.V. Kelly
Vice-Chairman W.A.R. MacDonald
H.E. Wyatt (Calgary) A.H. MacKenzie

W.N. McFadyen

V.G. McKay (Toronto)
E.P. Neufeld

W.J.H. Nimmo (Toronto)
J.G. Stabback (Calgary)
P.A. Taylor (Toronto)
J.M. Walker (Toronto)
Vice-Presidents

G.C. Aitken

W.C. Bull

J.T. Burnett

A.M. Channell

V.L. Chapin (Toronto)

G.J. Feeney
W.R. Fithern
. ’ . J.C. Grant
Executive Vice-Presidents E.L. Grosland (Taronto)
B.D. Gregson, Finance & Investments W.J. MacKay
J.C. McMillan, National Accounts (Toronto) W.J. McCartney (Toronto)
M.J. Regan, National Accounts (Designate) J.A. Milburn
(Toronto) K.J. Morrison
A.H. Michell, Canada [f:L: Rapkin
H.C. Stewart
R.G.P. Styles, World Trade & Merchant E.G. Stone (Calgary)
Banking (Toronto) D.S. Wells
A.R. Taylor, International Banking G.W. Wheeler
Vice-President & Comptroller
K.A. Smee
Chief Inspector
D.F.W. Bruce
Secretary
R.J. Moores

Affiliated Banks & Financial Organizations

RBC Holdings B.V. Orion Royal Bank Limited
R.C. Paterson, Chairman of the Board of N.I—ll).“P. !(-)l’;di:gne CLniLlfeExecutive
Supervising Directors (London, England) (London Englénd)

RBC Houdstermaatschappij B.V.
R.C. Paterson, Chairman of the Board of
Supervising Directors (London, England)



Field Management

Assistant General Managers
N.C. Achen (Toronto)
R.W. Baguley

J.P. Béland

G.A. Bellevue

H.G. Buckrell

W.P. Carter

J.P. Clarke

W.B. Cockburn (Calgary)
J. Driedger (Toronto)
G.E. Farrow

E.D. Ferguson (Toronto)
J.M. Froese (Toronto)
G.F. Gaffney (Vancouver)
B.C. Galloway (Toronto)
R. Gazard

D.D.E. Grier

B.P. Griffiths (Toronto)
R.F. Gulliford (Toronto)
G.P. Hanson (Toronto)
K.W. Harrison (Calgary)
G.R. Heckman

J.E. Henry (Toronto)
R.W. Hoke

C.P. James (Toronto)
A.R. Kuhlmann (Toronto)
S.B. Labarge

G.D. Loewen

F.G. MacDonald

I.A. MacKay (London, England)

C.G. MacKenzie
B.C. Marshall
R.A. Masleck

A_A. McArthur (Houston, Texas)

H.D. McRorie (Winnipeg)
J.V. Oram

E.R. Robertson

R.L. Spicer

R.J. Sutherland (Toronto)
G.G. Tallman (Calgary)
G.C. Tibbatts

A.L. Tower (Toronta)
P.H. Tucker

J.A.W. Van Slyck

B.G. Wallace (Toronto)
A.A. Webb (Toronto)
K.G. Wilson

Senior Vice-Presidents & General Managers

R.B. Ashforth (Calgary)

J.E. Cleghorn (Vancouver)

W.D. Henry (Toronto)

W.C.C. Mackay (London, England)
J.G. Macpherson (Halifax)

J.B. McDonald (Winnipeg)

F.P. Paradis (Montreal)

J.N.T. Rednall (Hong Kong)

R.B. Robertson (Regina)

P.J. Rossiter (London, England)
W.S. Snook (New York)

C.P. de Souza (Coral Gables, Florida)
A. de Takacsy (Paris, France)

Senior Yice-Presidents
D.C. Maltby (Toronto)
M.O.P. Morrison (Toronto)
J.C. Sinclair (Toronto)

Vice-Presidents

E.P. Archibald (Calgary)
T.W. Bleackley (Vancouver)
L.G. Edmonds (Vancouver)
W.J. Gorman (Toronto)
D.N. Kitchen (Calgary)
R.P. Lasnier (Montreal)
W.P. Lefaivre (Edmonton)
E.R. McCutcheon (New York)
J.M. Messmer (Toronto)
M.L. Turcotte (Montreal)

Assistant General Managers
J.D. Anderson (San Francisco)
W.D. Anderson (Winnipeg)
D.M. Baxter (Calgary)

R.G. Bernard (Montreal)

J.G. Bisaillon (Montreal)

J.H.E. Bolduc (New York)

N. Brewis (Hong Kong)

V.A. Brown (Coral Gables, Florida)
E.R.G. Burgess (Ottawa)
J.G.H. Camiré (Montreal)

J.T. Clayden (Hong Kong)

ALE. Colling (Hamilton)

M.A. Corlett (Chicago)

J.D. Davison (Toronto)

W.R. Dinwoodie (New York)
W.D. Dobson (Regina)

K.W. Doupe (Toronto)

1.B. Easton (Toronto)

V.T. Forster (New York)

J. Garon (Montreal)

‘W.H. Gilbert (Toronto)

J.R. Glahome (Coral Gables, Florida)
W.I. Grace (Sudbury)

B.M. Gray (Paris, France)

F.W. Hedger (London, England)
R.F. Hemeon (Vancouver)

N.G. Homsy (London, England)
A.L. Johnson (London, Ontario)
A_J.P. Joss (Toronto)

V.E. Keating (Vancouver)

R.G. Laliberté (Los Angeles)
E.W. Latimer (Toronto)

W.D. Marble (Edmonton)

H.R. McLean (Toronto)

S.A. Middaugh (Halifax)

W.E. Neapole (Calgary)

P.A. Palmer (Toronto)

W.R. Penner (Toronto)

J1.E.G. Perron (Montreal)

M.D. Pollock (Vancouver)

A.L. Pottle (Halifax)

J.H. Prenger (London, England)
M.J. Ross (New York)

R.D. Séguin (Montreal)

J.K. Talbot (Coral Gables, Florida)
R.E. Travis (Winnipeg)

W.C. Watt (Regina)

D.C. Williamson (Vancouver)
G.M. Youssef (New York)
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HEAD OFFICE
1 PLACE VILLE MARIE
P.O. BOX 6001

MONTREAL, QUEBEC H3C 3A9

CANADA

AFRICA

R.J. Goom, Regional Manager
99 Bishopsgate

London, EC2M 3XQ

ANTIGUA

F.A. Thorgrimsson, Branch Manager
High Street

P.O. Box 252

St. John's

ARGENTINA

R.G. Whalin, District Manager
Florida 202 (Esq. Cangallo)
Casilla de Correo 1899

Buenos Aires

ARGENTINA & SOUTHERN
CONE COUNTRIES

J.D. Nelson, Regional Representative

Florida 234 — 2nd Floor

P.O. Box 1899

Buenos Aires, Argentina

AUSTRALIA

R.C. McDonald, Regional Representative
10th Floor, 151 Macquarie Street
Svdney, NSW 2000

I1.Y. Lawrie, Regional Representative
Collins Wales House

14th Floor, 360 Collins Street
Melbourne, VIC 3000

RoyAust Limited

10th Floor, 151 Macquarie Street
Sydney, NSW 2000

R.A. Frost, General Manager
RoyAust Limited

Collins Wales House

14th Floor, 360 Collins Street
Melbourne, VIC 3000

R. Stone, Manager

BAHAMAS

P.E. Racine, District Manager

Beaumont House

327 Bay Street

P.O. Box N-7549

Nassau, N.P.

The Royal Bank of Canada International
Limited

Beaumont House, P.O. Box N-3024

Nassau, N.P,

H.A. Jacobsen, Managing Director

RoyWest Banking Corporation Limited

Beaumont House, P.O. Box N-3024

Nassau, N.P.

H.A. Jacobsen, Managing Director

RoyWest Trust Corporation (Bahamas)
Limited (Affiliate)

West Bay Street, P.O. Box N-7788

Nassau, N.P.

J.F. Smith, Chairman

D.R. Kester, Deputy Chairman and Managing
Director

BAHRAIN, IRAN, IRAQ, KUWAIT,
OMAN, QATAR & SAUDI ARABIA

K.R. Payne, Regional Representative

P.O. Box 20461

Kanoo Towers, 7th Floor

Manama, Bahrain

BARBADOS

J.L. Littlejohn, District Manager

Eastern Caribbean

Trident House, Lower Broad Street

P.O. Bag Service 1011

Bridgetown

The Royal Bank of Canada (Barbados)
Limited

Trident House, Lower Broad Street

P.O. Bag Service 1022

Bridgetown

G.A. Voyer, Managing Director

Royal Bank Trust Company (Barbados)
Limited

Cockspur House, Nile Street

P.O. Box 626C

Bridgetown

N.L. Smith, Generai Manager

BELGIUM

Bangue Belge pour I'Industrie, S.A.
Rue de Ligne 1, B-1000

Bruxelles

1.P. Bélanger, Managing Director

BELIZE

K.E.D. Fisher, Branch Manager
60 Market Square

P.O. Box 364

Belize City

BENELUX COUNTRIES

P.A. Giroux, Regional Representative
3 rue Scribe

75440 Paris, Cedex 09

France

BRAZIL

M.D. J. de Freitas, Regional Representative
Av, Paulista 949

C:1.:121

01311 Sao Paulo

Banco Internacional S.A. (Affiliate)

Caixa Postal 8065, C.E.P. 01000

Rua 15 de Novembro 240

Sao Paulo

C.W.]. Edwards, Vice-President

CANADA

Alberta Headquarters

R.B. Ashforth, Senior Vice-President &
General Manager

335 Eighth Avenue S.W.

Calgary, Alberta T2P 2N3

Adtlantic Provinces Headquarters

J.G. Macpherson, Senior Vice-President &
General Manager

5161 George Street

P.O. Box 1147

Halifax, Nova Scotia B3J 2Y1

British Columbia Headquarters

J.E. Cleghorn, Senior Vice-Presidenit &
General Manager

1055 West Georgia Street

Vancouver, British Columbia V6E 355

Manitoba Headquarters

J.B. McDonald, Senior Vice-President &
General Manager

220 Portage Avenue

Winnipeg, Manitoba R3C 2T5

Ontario Headquarters

W.D. Henry, Senior Vice-President &
General Manager

Royal Bank Plaza

200 Bay Street

Toronto, Ontarioc MS5J 2]5

Quebec Headquarters

F.P. Paradis, Senior Vice-President &
General Manager

5 Place Ville Marie

P.O. Box 6001

Montreal, Quebec H3C 3A9

Saskatchewan Headquarters

R.B. Robertson, Senior Vice-President &
General Manager

2010-11th Avenue

Regina, Saskatchewan S4P 3A2

Canadian Money Markets
G.P. Hanson, Assistant General Manager
B.C. Galloway, Assistant General Manager
(Designate)
Royal Bank Plaza
16th Floor, South Tower
Toronto, Ontario MS5J 2J5

International Money Markets
E.L. Grosland, Vice-President
Royal Bank Plaza
17th Floor, South Tower
Toronto, Ontario MS5J 2J5

Aetna Financial Services Limited
4150 St. Catherine Street West
Montreal, Quebec H3Z 1X8
D.G. Higgins, President

Globe Realty Limited

1 Place Ville Marie

P.O. Box 6001

Montreal, Quebec H3C 3A9
R.L. Arsenault, President
A.G. Campbell, Vice-President
R. King, Vice-President

Royal Bank Export Finance Co. Ltd.
Royal Bank Plaza

13th Floor, South Tower

Toronto, Ontario M35J 2J5

V.G. McKay, President

S.A. Crookston, General Manager
RoyLease Limited

1 Place Ville Marie

P.O. Box 6001

Montreal, Quebec H3C 3A9
R.G. Hunkin, President



RoyMark Financial Services Limited
11 King Street West, Suite 1402
Toronto, Ontario MSH 1A3
D.W, Morison, Chairman

B.D. Marshall, President
RoyMor Mortgage Corporation
1 Place Ville Marie

P.O. Box 6001

Montreal, Quebec H3C 3A9
W.A.R. MacDonald, President
RoyNat Ltd.

620 Dorchester Blvd. West
Montreal, Quebec H3B 1P2
1.D, Thompson, President

CAYMAN ISLANDS

D.J.A. Stewart, Branch Manager
P.O. Box 245

Grand Cayman

Cayman Islands, B.W.IL.

RoyWest Trust Corporation (Cayman) Limited

(Affiliate)
P.O. Box 707
Grand Cayman, Cayman Islands, B.W.1,
B.A. Ramsey, Managing Director

CHANNEL ISLANDS

The Royal Bank of Canada (Channel Islands)

Limited
St. Julian’s Avenue, P.O. Box 48
St. Peter Port, Guernsey
T.J. Betley, Managing Direcior
RBC Investment Managers Limited
P.O. Box 246, Ann’s Place
St. Peter Port, Guernsey
1.1, Morris, Managing Director
The Royal Bank of Canada Trustees
(Guernsey) Limited
St. Julian's Avenue, P.O. Box 48
St. Peter Port, Guernsey
T.J. Betley, Managing Director

The Royal Bank of Canada Trustees (Jersey)

Limited
St. Julian's Avenue, P.O, Box 48
St. Peter Port, Guernsey
T.J. Betley, Managing Director

PEOPLE’S REPUBLIC OF CHINA
R.K.K. Heng, Representative
Beijing Hotel

Room 5088

Beijing

H.T.H. Fei, Regional Representative
18th Floor, Gloucester Tower

The Landmark

11 Pedder Street, Central

Hong Kong

COLOMBIA

Banco Royal Colombiano (Affiliate)
Apartado Aereo 3438

Bogota

P.B. Arthur, President & General Manager

DOMINICAN REPUBLIC
L.L. Street, District Manager
Isabel la Catolica 50 A
Apartado 1390

National District — Zone No. |
Santo Domingo

EASTERN EUROPE & AUSTRIA
A.S. Lenard, Regional Representative
3 rue Scribe

75440 Paris, Cedex 09

France

EGYPT

A.J. Charles, Regional Representative
12 Sarayet el-Ghezirah

El Zamalek

Apartment No. 4

Cairo

ENGLAND
See United Kingdom

FRANCE

Continental Europe Headquarters

A. de Takacsy, Senior Vice-President &
General Manager

3 rue Scribe

75440 Paris, Cedex 09

The Royal Bank of Canada (France) S.A.

3 rue Scribe

75440 Paris, Cedex 09

O.H. Hecht, President of the Management
Board

GERMANY
C.G. Morkel, Regional Representative
R.K. Stolting, Special Business Consultant
Bockenheimer Landstrasse 61
6 Frankfurt (Main) 1
Burgardt und Nottebohm Bank AG
(BN Bank)
P.O. Box 2506
Bockenheimer Landstrasse 61
6000 Frankfurt (Main) |
F.J. Hentrei, Chairman of the Management
Board (Dortmund)

1. Beckermann, Member of the Management

Board (Frankfurt)

P. Brauns, Member of the Management Board

(Dusseldorf)

M.A. Nicolai, Member of the Management
Board (Frankfurt)

H. Plaschna, Member of the Management
Board (Hamburg)

Hansische Kaufmannsbank AG

P.O. Box 5228

Liesegangstrasse 20

4000 Dusseldorf 1

K. Grasenick, Member of the Management
Board

GREECE

See ltaly & Greece

RoyMidEast Investments Limited
Leoforas Kifisias 38

Paradisos Amarousion, Athens
K.N. Kikano, Managing Director

GRENADA

F.R. De Abreu, Branch Manager
Yonge Street

P.O. Box 4

St. George's

GUYANA

S.1.R. Affonso, District Manager
38-39 Water Street

P.O. Box 10440

Georgetown

Royal Bank Trust Company (Guyana) Limited

110 Regent & Camp Streets
P.O. Box 10440
Georgetown

K. Maraj, Manager

HAITI

A.B. Caldwell, Branch Manager

Rue Abraham-Lincoln & rue des Miracles
No. 18

P.O. Box 315

Port-au-Prince

HONG KONG

Asia Pacific Headquarters

I.N.T. Rednall, Senior Vice-President &
General Manager

18th Floor, Gloucester Tower

The Landmark

11 Pedder Street, Central

G.P.0O. Box 3302

Hong Kong

InchRoy Credit Corporation Limited

New Henry House

12th Floor

10 Ice House Street, Central

G.P.O. Box 2563

G.F. Burnett, Managing Director

Orion Royal Pacific Limited
28th Floor, Alexandra House
16-20 Chater Road

AL.A. Bowbyes, Chief Executive

ITALY & GREECE

F.R. Napoli, Regional Representative
3 rue Scribe

75440 Paris, Cedex 09

France
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JAMAICA

The Royal Bank Jamaica Limited

30-36 Knutsford Blvd.

P.O. Box 612

Kingston

R. St. A. Sasso, Chairman &
Managing Director

Royal Bank Trust Company (Jamaica) Limited
30-36 Knutsford Blvd.

P.O. Box 622

Kingston

G.L. Byles, Managing Director

JAPAN

G.E. Turner, General Manager

14th Floor, Hibiya Kokusai Building
2-2-3 Uchisaiwai-Cho

Chiyoda-Ku

C.P.O. Box 1709

Tokyo 100

KOREA (REPUBLIC OF)

V. Sofia, Regional Representative
Samsung Main Building
250-2-KA Taepyung-Ro

C.P.O. Box 5374, Chung-Ku
Seoul

LEBANON

The Royal Bank of Canada (Middle East)
S.A.L.

Immeuble Hanna Ghantous & Sons

First Floor

Dora, Beirut

K.N. Kikano, General Manager

MEXICO

J.H. Stech, Regional Representative
Hamburgo 172, Piso 5

Apartado Postal 6-1020

Mexico 6, D.F.

MONTSERRAT

J.W. Bryce, Branch Manager
Parliament Street

P.O. Box 222

Plymouth

THE NETHERLANDS

RBC Finance B.V.

Keizersgracht 604, 1017 EP Amsterdam

R.A. Thomas, Chairman of the Board of
Supervising Directors

B.D. Champion, Managing Director

RBC Holdings B.V.

Keizersgracht 604, 1017 EP Amsterdam

R.C. Paterson, Chairman of the Board of
Supervising Directors

R.A. Thomas, Managing Director

B.D. Champion, Deputy Managing Director

RBC Houdstermaatschappij B.V.

Keizersgracht 604, 1017 EP Amsterdam

R.C. Paterson, Chairman of the Board of
Supervising Directors

R.A. Thomas, Managing Director

B.D. Champion, Deputy Managing Director

RBC Management Services B.V.

Keizersgracht 604, 1017 EP Amsterdam

R.C. Paterson, Chairman of the Board of
Supervising Directors

R.A. Thomas, Managing Director

B.D. Champion, Deputy Managing Director

NETHERLANDS ANTILLES

The Royal Bank of Canada (Curacao) N.V.
Kaya Flamboyant No. 5

Plaza Rooi Catootje

P.O. Box 468

Willemstad, Curagao

K.E. Kennedy, Managing Director

The Royal Bank of Canada (Overseas) N.V.
Kaya Flamboyant No. 5

Plaza Rooi Catootje

P.O. Box 468

Willemstad, Curagao

K.E. Kennedy, Managing Director

PANAMA (REPUBLIC OF)
H.W. Tringham, Branch Manager
Avenida Manuel Maria Icaza No. 7
Apartado H

Panama §

PORTUGAL
See Spain & Portugal

PUERTO RICO

J. Scott, District Manager
G.P.O. Box 4987

San Juan, P.R. 00936
Banco de San Juan

Banco de San Juan Tower
654 Munoz Rivera Avenue
Hato Rey

M.J. Mier, President

ST. KITTS (ST. CHRISTOPHER)
F.V. Bowman, Branch Manager
P.O. Box 91

Basseterre

ST. LUCIA

L.F. Sardinha, Branch Manager
P.O. Box 280

Castries

ST. VINCENT

M.E.P. Camacho, Branch Manager
P.O. Box 118

Kingstown

SINGAPORE (REPUBLIC OF)

V.C.W. Fan, Branch Manager

Level 1, PIL Building

140 Cecil Street

Singapore 0106

J.A.P. Leman, Manager, International Money
Markets

Level 16, PIL Building

140 Cecil Street

Singapore 0106

R.F.M. Smith, Area Manager, Global Energy
& Minerals

Level 16, PIL Building

140 Cecil Street

Singapore 0106

The Royal Bank of Canada (Asia) Limited

Level 16, PIL Building

140 Cecil Street

Singapore 0106

T.P. Gibbs, Managing Director

SPAIN & PORTUGAL

J.L. Calderon, Regional Representative
Paseo de la Castellana 51-3

Madrid I, Spain

SWITZERLAND

G.J. Lipman, Regional Representative
3 rue Scribe

75440 Paris, Cedex 09

France

RoyCan Finanz A.G.

Baarerstrasse 94

6300 Zug 2

R. Vogler, Managing Director

THAILAND, BURMA, INDIA &
INDOCHINA

P.M. Tinson, Regional Representative

Cathay Trust Building

1016 Rama IV Road

Bangkok 5

TRINIDAD & TOBAGO

The Royal Bank of Trinidad and Tobago
Limited (Affiliate)

3B Chancery Lane, P.O. Box 287

Port of Spain

H.P. Urich, Chairman and Managing Director

Royal Bank Trust Company (Trinidad)
Limited (Affiliate)

18 Park Street, P.O. Box 1293

Port of Spain

R.S. Prasad, General Manager
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UNITED ARAB EMIRATES

V.T. Tudball, Branch Manager

P.O. Box 3614

4th Floor, Chamber of Commerce Building
Deira, Dubai

UNITED KINGDOM

U.K., Ireland & Nordic Countries
Headquarters

P.J. Rossiter, Senior Vice-President &
General Manager

99 Bishopsgate

London EC2M 3XQ), England

Middle East & Africa Headquarters

W.C.C. Mackay, Senior Vice-President &
General Manager

99 Bishopsgate

London EC2M 3XQ, England

Global Energy & Minerals
G.D. Gillespie, Area Manager — Europe,

Middle East & Africa

99 Bishopsgate
London EC2M 3XQ, England

International Money Markets
I.A. MacKay, Regional Executive —

Europe, Middle East & Africa

99 Bishopsgate
London EC2M 3XQ, England

Orion Roval Bank Limited

1 London Wall

London EC2Y 5JX, England

N.H.P. Hardinge, Chief Executive

A. Cravero, Executive Vice-President

W.H.M. de Gelsey, Deputy Chairman

C.J. Chataway, Vice-Chairman

P.M. Hubbard, Vice-Chairman

M.A. Brennan, Managing Director

A.W. Broughton, Managing Director

M.I. Perry, Managing Director

Orion Leasing Holdings Limited

1 London Wall

London EC2Y 5JX, England

J.M. Bunting, Managing Director

The Royal Bank of Canada Holdings (UK)
Limited

107 Cheapside

London EC2V 6DT, England

R.C. Paterson, Chairman

Western Trust & Savings Limited

The Moneycentre

Plymouth PL1 1SE, England

R.C. Priestland, Deputy Chairman and
Managing Director

Libra Bank Limited (Affiliate)

140 London Wall

London EC2Y 5DN, England

T.F. Gaffney, Managing Director

UNITED STATES OF AMERICA

New York

U.S.A. Headquarters

W.S. Snook, Senior Vice-President &
General Manager

Park Avenue Plaza

55 East 52nd Street

New York, N.Y. 10055

The Royal Bank and Trust Company

68 William Street

New York, N.Y. 10005

C.L. Mahnken, President

Chicago

M.A. Corlett, Regional Executive,

Corporate Relationship Banking,
Mid-West USA

* 33 North Dearborn Street

Room 1200

Chicago, Illinois 60602

Coral Gables, Florida

Latin America & Caribbean Headquarters

C.P. de Souza, Senior Vice-President &
General Manager

P.0O. Box 343806

2199 Ponce de Leon Blvd.

Coral Gables, Florida 33114

Dallas
B.F. Heintzman, Senior Representative
717 North Harwood Street
Suite 1230
Dallas, Texas 75201
Global Energy & Minerals
D.K. MacLaren, Area Manager
717 North Harwood Street

Suite 1230
Dallas, Texas 75201
Denver

C.L. Johnson, Senior Representative
821 Seventeenth Street

Suite 300

Denver, Colorado 80202

Global Energy & Minerals
R.E. Thompson, Area Manager
821 Seventeenth Street
Suite 300
Denver, Colorado 80202

Houston

D.W. Livingstone, Senior Representative
1200 Smith Street

Two Allen Centre, Suite 2330

Houston, Texas 77002

Global Energy & Minerals
A.A, McArthur, Regional Executive USA
Two Allen Centre
1200 Smith Street
23rd Floor, Suite 2330
Houston, Texas 77002

Los Angeles

R.G. Laliberté, Regional Executive,

Corporate Relationship Banking,
Western USA

Wilshire Grand Building

600 Wilshire Blvd.

Suite 610

Los Angeles, California 90017

Miami

A.J. McGale, Senior Representative

777 Brickell Avenue

Suite 908

Miami, Florida 33131

V. Pereiro, Chief Agent

Miami Agency

777 Brickell Avenue

Suite 908

Miami, Florida 33131

Pittsburgh

M. Gormley, Senior Representative

United States Steel Building

600 Grant Street

Suite 4644

Pittsburgh, Pennsylvania 15219

Portland

A. Mirrlees, Branch Manager

707 South West Washington Street
11th Floor

Suite 1150

Portland, Oregon 97205

San Francisco

J.D. Anderson, Regional Executive,
Corporate Commercial Banking, Western USA
333 Market Street

Suite 3150

San Francisco, California 94105

VENEZUELA

1.1. Kelly, Regional Representative

7th Floor, Office No. 103

Avenida Francisco Miranda

Apartado 70666

Caracas 107

Banco Royal Venezolano, C.A. (Affiliate)
No. 31, Sociedad A Camejo, Apartado 1009
Caracas 101

A.G. Stewart, Vice-President
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Canadian Branches

Alberta 163/ British Columbia 193/
Manitoba 106/ New Brunswick 31/
Newfoundland & Labrador 20/

North West Territories 3/ Nova

Scotia 84/ Ontario 563 / Prince Edward
Island 6/ Quebec 213 / Saskatchewan 106/
Yukon 3

Total 1,491 v

Branches and agencies in Other
Countries 83.

Total (including sub-branches) 1,574.
As at October 31, 1981.

In addition to the above, the Royal
Bank has financial interest in 110
Subsidiaries and Affiliates throughout
the world.

Detailed information concerning Royal
Bank representation throughout the
world may be obtained from any branch
of the Bank, or from the Bank’s Head
Office, 1 Place Ville Marie, Montreal,
Quebec, Canada (P.O. Box 6001,
Montreal, Quebec, H3C 3A9, Canada)
Telephone (514) 874-2110.
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