INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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NOTE 22 — STRUCTURED ENTITIES

A structured entity is an entity created to accomplish a narrow and well-defined objective and is designed so that voting or similar rights are not the dominant
factor in deciding who controls the entity, such as when any voting rights relate solely to administrative tasks and the relevant activities are directed by means
of contractual arrangements. Structured entities are assessed for consolidation in accordance with the accounting treatment described in Note 1 to the audited
annual consolidated financial statements for the year ended October 31, 2016. For a detailed description of the Bank’s structured entities, see Note 28 to the
audited annual consolidated financial statements for the year ended October 31, 2016. The Bank’s maximum exposure to loss resulting from its interests in
these structured entities consists primarily of the investments in these entities, the fair value of derivative financial instrument contracts entered into with
them, and the backstop liquidity and credit enhancement facilities granted to certain structured entities.

In the normal course of business, the Bank may enter into financing transactions with third-party structured entities, including commercial loans, reverse
repurchase agreements, prime brokerage margin lending, and similar collateralized lending transactions. While such transactions expose the Bank to the
counterparty credit risk of the structured entities, this exposure is mitigated by the collateral related to these transactions. The Bank typically has neither
power nor significant variable returns resulting from financing transactions with structured entities and does not consolidate such entities. Financing
transactions with third-party-sponsored structured entities are included on the Bank’s consolidated financial statements and are not included in the table
accompanying this note.

The following table presents the carrying amounts of the assets and liabilities relating to the Bank’s interests in non-consolidated structured entities, the
Bank’s maximum exposure to loss from these interests, as well as the total assets of these structured entities.

As at April 30, 2017
Asset-backed
Multi-seller Master asset Investment Private structured
conduits® vehicles®? funds® investments" entity®
Assets on the Consolidated Balance Sheet
Securities at fair value through profit or loss 1 = 48 = =
Available-for-sale securities - - 61 88 -
Held-to-maturity securities = = = = 1,422
1 - 109 88 1,422
As at October 31, 2016 10 619 86 97 503
Liabilities on the Consolidated Balance Sheet
Derivative financial instruments 3 - - - -
As at October 31, 2016 - - - - -
Maximum exposure to loss
Securities 1 - 109 88 1,422
Liquidity and credit enhancement facilities 2,689 = = = -
2,690 - 109 88 1,422
As at October 31, 2016 2,883 1,419 86 97 503
Total assets of the structured entities 2,722 - 456 3,180 3,106
As at October 31, 2016 2,912 — 303 2,650 813

(1)  The main underlying assets, located in Canada, are residential mortgages, automobile loans, automobile inventory financings, and other receivables. As at April 30, 2017, the notional
committed amount of the global-style liquidity facilities totalled $2.7 billion ($2.9 billion as at October 31, 2016), representing the total amount of commercial paper outstanding. The Bank
also provides series-wide credit enhancement facilities for a notional committed amount of $30 million ($30 million as at October 31, 2016). The maximum exposure to loss cannot exceed
the amount of commercial paper outstanding. As at April 30, 2017, the Bank held $1 million in commercial paper ($4 million as at October 31, 2016) and, consequently, the maximum
potential amount of future payments as at April 30, 2017 was limited to $2.7 billion ($2.9 billion as at October 31, 2016), which represents the undrawn liquidity and credit enhancement
facilities.

(2)  AsatApril 30, 2017, the carrying value of the restructured notes of the master asset vehicle (MAV) conduits and of the other restructured notes held by the Bank was nil ($619 million as at
October 31, 2016). The change in the carrying value of the restructured notes of the MAV conduits during the six months ended April 30, 2017 was mainly attributable to capital repayments.
During the six months ended April 30, 2017, given the repayment of the restructured notes, the Bank ceased its commitment to contribute to the margin funding facility of the MAV conduits.
The undrawn margin funding facility amounted to $800 million as at October 31, 2016.

(3)  The underlying assets are various financial instruments and are presented on a net asset basis. Certain investment funds are in a trading portfolio.

(4)  The underlying assets are private investments. The amount of total assets of the structured entities corresponds to the amount for the most recent available period.

(5)  The underlying assets are equipment loans and leases.
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The following table presents the Bank’s investments and other assets in the consolidated structured entities as well as the total assets of these entities.

As at April 30, 2017 As at October 31, 2016
Investments Total Investments Total
and other assets assets?” and other assets assets?

Consolidated structured entities
Securitization entity for the Bank’s credit card receivables®® 711 1,630 343 1,882
Investment funds® 303 389 156 199
Covered bonds® 12,698 12,933 13,908 14,176
Building® 64 57 66 59
NBC Asset Trust® 1,350 2,119 1,350 2,121
Third-party structured entities® 484 484 867 867
15,610 17,612 16,690 19,304

(1)  There are restrictions that stem mainly from regulatory requirements, corporate or securities laws and contractual arrangements that limit the ability of certain consolidated structured
entities to transfer funds to the Bank.

(2)  The underlying assets are credit card receivables.

(3) TheBank’s investment is presented net of third-party holdings.

(4)  The underlying assets are various financial instruments and are presented on a net asset basis. Certain investment funds are in a trading portfolio.

(5)  The underlying assets are uninsured residential mortgage loans of the Bank. The average maturity of these underlying assets is two years. As at April 30, 2017, the total amount of
transferred mortgage loans was $12.7 billion ($13.9 billion as at October 31, 2016), and the total amount of covered bonds of $6.9 billion was recognized in Deposits on the Consolidated
Balance Sheet ($6.7 billion as at October 31, 2016). For additional information, see Note 9.

(6) The underlying asset is a building located in Canada.

(7)  The underlying assets are insured and uninsured residential mortgage loans of the Bank. As at April 30, 2017, insured loans amounted to $112 million ($148 million as at
October 31, 2016). The average maturity of the underlying assets is two years. For additional information, see Note 14.

(8) The underlying assets consist of equipment leased under operating leases.
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NOTE 23 — SEGMENT DISCLOSURES

The presentation of segment disclosures is consistent with the presentation adopted by the Bank for the fiscal year beginning November 1, 2016. This
presentation reflects the fact that the activities of subsidiary Credigy Ltd., which had previously been presented in the Financial Markets segment, and that the
activities of subsidiary Advanced Bank of Asia Limited (ABA Bank) and of other international investments, which had previously been presented in the Other
heading, are now presented in the U.S. Specialty Finance and International (USSF&I) segment. The Bank made this change to better align the monitoring of its
activities with its management structure.

Quarter ended April 30”

Personal and Wealth Financial
Commercial Management Markets USSF&l Other Total
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Net interest income® 496 471 102 91 197 254 48 7 (81) (108) 762 715
Non-interest income® 238 227 291 262 207 104 74 69 25 48 835 710
Total revenues 734 698 393 353 404 358 122 76 (56) (60) 1,597 1,425
Non-interest expenses 410 401 258 244 165 155 55 41 53 35 941 876
Contribution 324 297 135 109 239 203 67 35 (109) 95) 656 549
Provisions for credit losses® 6 315 - 2 - - 10 - 40 - 56 317
Income before income taxes
(recovery) 318 (18) 135 107 239 203 57 35 (149) 95) 600 232
Income taxes (recovery)® 85 (5) 36 29 64 54 17 13 (86) (69) 116 22
Net income 233 (13) 99 78 175 149 40 22 (63) (26) 484 210
Non-controlling interests - - - - - - 8 4 14 13 22 17
Net income attributable
to the Bank’s shareholders 233 (13) 99 78 175 149 32 18 (77) (39) 462 193
Average assets 95,755 91,841 11,382 11,022 98,210 81,841 6,799 5010 38,887 40,879 [251,033 230,593
Six months ended April 30®
Personal and Wealth Financial
Commercial Management Markets USSF&l Other Total
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Net interest income® 1,006 956 206 180 429 482 90 14 171) (201) | 1,560 1,431
Non-interest income® 483 466 584 529 394 60 150 170 59 58 1,670 1,283
Total revenues 1,489 1,422 790 709 823 542 240 184 (112) (143) 3,230 2,714
Non-interest expenses 822 817 517 495 335 299 111 89 125 79 1,910 1,779
Contribution 667 605 273 214 488 243 129 95 (237) (222) 1,320 935
Provisions for credit losses® 58 377 1 3 - - 17 - 40 - 116 380
Income before income taxes
(recovery) 609 228 272 211 488 243 112 95 277) (222) 1,204 555
Income taxes (recovery)® 163 61 72 56 130 90 34 33 (176) (156) 223 84
Net income 446 167 200 155 358 153 78 62 (101) (66) 981 471
Non-controlling interests - - - - - - 14 12 27 27 41 39
Net income attributable
to the Bank’s shareholders 446 167 200 155 358 153 64 50 (128) (93) 940 432
Average assets 95,290 91,490 11,340 10,983 97,495 83,739 6,726 4,681 37,654 40,519 (248,505 231,412

(1)  Forthe quarter ended and six month-period ended April 30, 2016, certain amounts have been revised from those previously reported, particularly in the Personal and Commercial segment,
where an amount of $6 million reported in Non-interest income was reclassified to Net interest income ($16 million for the six months ended April 30, 2016).

(2)  Net interest income, Non-interest income and /ncome taxes (recovery) of the business segments are presented on a taxable equivalent basis. Taxable equivalent basis is a calculation
method that consists of grossing up certain tax-exempt income by the amount of income tax that would have been otherwise payable. For the business segments as a whole, Net interest
income was grossed up by $46 million ($75 million in 2016), Non-interest income was grossed up by $7 million ($2 million in 2016) and an equivalent amount was recognized in /ncome
taxes (recovery). The effect of these adjustments is reversed under the Otherheading.

(3)  During the quarter ended April 30, 2017, the Bank reversed, by $40 million, the sectoral provision on non-impaired loans recorded for the oil and gas producer and service company loan
portfolio presented in the Personal and Commercial segment, and the $40 million in provisions for credit losses in the Otherheading reflects an increase in the collective allowance for credit
risk on non-impaired loans. For the quarter and six-month period ended April 30, 2016, the provisions for credit losses included a $250 million sectoral provision on non-impaired loans
recorded for the oil and gas producer and service company loan portfolio that was presented in the Personal and Commercial segment.

(4)  For the six months ended April 30, 2017, Net interest income was grossed up by $114 million ($130 million in 2016), Non-interest income was grossed up by $11 million ($2 million in
2016), and an equivalent amount was recognized in /ncome taxes (recovery). The effect of these adjustments is reversed under the Otherheading.

Personal and Commercial
The Personal and Commercial segment encompasses the banking, financing, and investing services offered to individuals and businesses as well as insurance
operations.

Wealth Management
The Wealth Management segment comprises investment solutions, trust services, banking services, lending services and other wealth management solutions
offered through internal and third-party distribution networks.
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Financial Markets
The Financial Markets segment encompasses banking services, investment banking services and financial solutions for large and mid-size corporations, public
sector organizations, and institutional investors. The segment is also active in proprietary trading and investment activities for the Bank.

U.S. Specialty Finance and International (USSF&l)

The USSF&I segment encompasses the specialty finance expertise provided by subsidiary Credigy Ltd.; the activities of subsidiary Advanced Bank of Asia
Limited (ABA Bank), which offers financial products and services to individuals and businesses in Cambodia; and the activities of targeted investments in
certain emerging markets.

Other
This heading encompasses Treasury activities, including the Bank’s asset and liability management, liquidity management and funding operations, certain
non-recurring items and the unallocated portion of corporate services.

NOTE 24 — EVENT AFTER THE CONSOLIDATED BALANCE SHEET DATE

Repurchase of Common Shares
On May 30, 2017, the Board of Directors of the Bank approved a normal course issuer bid to repurchase for cancellation up to 6,000,000 common shares over
the 12-month period between June 5, 2017 and June 4, 2018. This issuer bid is subject to the approval of OSFI and the Toronto Stock Exchange.
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INFORMATION FOR SHAREHOLDERS AND INVESTORS

Investor Relations
Financial analysts and investors who want to obtain financial information
on the Bank may contact the Investor Relations Department.

600 De La Gauchetiére Street West, 7" Floor
Montreal, Quebec H3B 4L2

Toll-free: 1-866-517-5455

Fax: 514-394-6196

Email: investorrelations@nbc.ca
Website: nbc.ca/investorrelations
Public Affairs

600 De La Gauchetiére Street West, 10" Floor
Montreal, Quebec H3B 4L2

Telephone:  514-394-8644

Fax: 514-394-6258

Quarterly Report Publication Dates for Fiscal 2017
(subject to approval by the Board of Directors of the Bank)

First quarter March 1
Second quarter May 31
Third quarter August 30
Fourth quarter December 1

Disclosure of
Second Quarter 2017 Results

Conference Call

— A conference call for analysts and institutional investors will be held
on Wednesday, May 31, 2017 at 1:00 p.m. EDT.

— Access by telephone in listen-only mode:
416-695-7806. The access code is 2448130#.

— Arecording of the conference call can be heard until June 29, 2017 by
dialing 1-800-408-3053 or 905-694-9451. The access code is
7041610#.

1-866-862-3930 or

Webcast

—  The conference call will be webcast live at nbc.ca/investorrelations.

— A recording of the webcast will also be available on National Bank’s
website after the call.

Financial Documents

—  The Report to Shareholders (which includes the quarterly consolidated
financial statements) is available at all times on National Bank’s
website at nbc.ca/investorrelations.

—  The Report to Shareholders, the Supplementary Financial Information,
the Supplementary Regulatory Capital Disclosure, and a slide
presentation will be available on the Investor Relations page of
National Bank’s website shortly before the start of the conference call.

Transfer Agent and Registrar

For information about stock transfers, address changes, dividends, lost
certificates, tax forms, and estate transfers, shareholders are asked to
contact the transfer agent, Computershare Trust Company of Canada, at the
address or telephone number below.

Computershare Trust Company of Canada

Share Ownership Management

1500 Robert-Bourassa Boulevard, 7™ Floor
Montreal, Quebec H3A 358

Telephone: 1-888-838-1407

Fax: 1-888-453-0330

Email: service@computershare.com
Website:  computershare.com

Direct Deposit Service for Dividends

Shareholders may elect to have their dividend payments deposited directly
via electronic funds transfer to their bank account at any financial institution
that is a member of the Canadian Payments Association. To do so, they must
send a written request to the transfer agent, Computershare Trust Company
of Canada.

Dividend Reinvestment and Share Purchase Plan

The Bank has a Dividend Reinvestment and Share Purchase Plan for
Canadian holders of its common and preferred shares under which they can
acquire common shares of the Bank without paying commissions or
administration fees. Canadian participants acquire common shares through
the reinvestment of cash dividends paid on the shares they hold or through
optional cash payments of at least $500 per payment, up to a maximum of
$5,000 per quarter.

For more information, shareholders may contact National Bank’s registrar
and transfer agent, Computershare Trust Company of Canada, at
1-888-838-1407. To participate in the plan, National Bank’s beneficial or
non-registered common shareholders must contact their financial institution
or broker.

Dividends
The dividends declared by the Bank constitute eligible dividends pursuant to
the /ncome Tax Act(Canada).
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