EQUITABLE DRIVE CHANGE
Fo?rth Quarter Report 2021 IN CANADIAN
For the three and twelve months BAN KI NG

ended December 31, 2021
TSX.EQB | EQB.PR.C

16.6% 325K+
ROE 10-year average Customers N EUtra 9

Scope 1& 2 GHG emissions

540%

10-year total

CANADAS =&
CHALLENGER ..,
BANK"™

Equitable
D Bgnk ‘ @ Bank



Table of Contents

10

16

18

24

25

28

30

32

35

38

41

52

61

61

Management As di scussion and

condition and results of operations

Cautionary note regarding forward -looking statements
Selected financials and other highlights

Business overview

Investing in EQB z High Performance with Strong Capital

Equi t abl EocuBanEBGyAnd First Schedule 1
Canadian Bank to Disclose Scope 3 Emissions

Economic and business outlook
Strategic priorities and partnerships

Differentiated approach to capital allocation

Announced agreement to acquire Concentra Bank
Capital, liquidity and funding

COVID-19 impact

Financial and strategic initiatives results

Personal Banking

Commerc ial Banking

Financial review z earnings

Financial review z balance sheet

Fourth quarter ov erview

Accounting policy changes

Critical accounting estimates

62

63

63

63

81

81

81

82

82

85

86

87

92

93

94

95

97

98

159

160

Derivative financial instruments

Off-balance sheet activitie s
Related party transactions
Risk management

Share information

Disclosure controls and procedures

Internal control over financial reporting
Changes in internal control over financial reporting

Non-generally accepted accounting principles (GAAP)
financial measures

Reports and consolidated financial statements

Management As responsibility

f

Undependent auditorsA report

Consolidated balance sheets

Consolidated statements of income

Consolidated statements of comprehensive income
Consolidated statements
Consolidated statements of cash flows

Notes to consolidated financial statements
Directors and executive officers

Shareholder and corporate information

of

ch



Page. 3

Ma n a g e medmstcugsi®n and analysis of financial
conditio nand results of operations

For the three months and year ended December 31, 2021

Ma n a g e m®iscusaien and Analysis (MD&A) is provided to enable readers to assessthe financial position and the
results of the consolidated operation s of Equitable Group Inc. (Equitable or the Bank) for the three months (quarter) and
year ended December 31, 2021. This MD&A should be read in conjunction with Equitable A snaudited interim
consolidated financial statements for the fourth quarter (see Tables 25-27 in the Fourth Quarter Overviewsection of this
report) and the audited consolidated financial statements and accompanying notes for the year ended December 31,
2021. All amounts are in Canadian dollars. This report, and the information provided he rein, is dated as at February 7,
2022. Equitable A s auwwstdisclosure materials, including interim filings, annual MD&A and Consolidated Financial
Statements, Annual Information Form, Notice of Annual Meeting of Shareholders and Proxy Circular are available on the
B a n kvAbsite at www.equitablebank.ca and on SEDARat www.sedar.com.

On October 25, 2021, we split our common shares on a two -for -one basis. All common share n umbers and per common
share amounts presented in this MD&A have been retroactively adjusted to reflect this share split.

Cautionary note regarding forward -looking statements

Statements made by Equitable in the sections of this report including those entitled BusinessOver v3 @mwyesti ng i n
ZHi gh Per for mance wiEqhuiStarbdroegs BCEBKIMNIGEitsi Schedule 1 Canadiarto Disclose Scope 3

Emi ssionsj, J3Economic and Busi ness Out Diffecchtinpted Agpro&hto €dpiealgi ¢ Pr i or
Al l ocationj, J3Announced Agreement to Acquire C48c ém@gda tnkaanrck ja,l

and Strategic Initiatives Result$ 3 Per son al Bankingij , 3 Eoonwie Liedit kol sf s@asn k, Quatighane d i t
Alowance for Credit Lo s s e s § , IdvésimgnisiamEquity Secur i ti esi , 3 ManpgementzEpgui 8 €bpet BaAnk
3 FouQuarter Over vi ewj , 3Ri,snkothandlings gvithnCanadian securities regulat ors and in other

communications include forward -looking statements within the meaning of applicable securities laws ( 3 f o r-leokingd

st at e meThesessfatements include, but are not limited to, statements about Equitable A gbjectives, strategies and

initiatives, financial performance expectations and other statements made herein, whether with respectto Equi t abl e As
businesses or the Canadian economy. Generally, forward -looking statements can be identified by the use of forward -

looking terminology suchas3d3 pl ahespeocd dgrose xpediex,pectibdbdidglestcihhedapbkdpnedij,
Jesti mhft ersg claosuttslibjokt ehalrstj i, c orppaltoeassp nt i c iophh elj i, erwariatipns of such

words and phrases which state that certain actions, events or results 3 ma y¥jc,o ul wo y 3 d h o wind jgdn & yibd |

t ake¥nojc,chibbgc, hi e wil fi k erlothgr similar expressions of future or conditional verbs.

Forward -looking statements are subject to known and unknown risks, uncertainties and other factors that may cause
actual results, level of activity, closing of transactions, performance or achievements of Equitable to be materially
different from those expressed or implied by such forward - looking statements, includi ng but not limited to risks
related to capital markets and additional funding requirements, fluctuating interest rates and general economic
conditions including, without limitation, impacts as a result of COVID-19, legislative and regulatory developments,
changes inaccounting standards, the nature of our customers and rates of default, and competition as well as those
factors discussed under the heading 3 RiMakn a g e mleerein jand in the B a n ldd@cgments filed on SEDAR at
www.sedar.com.

All material assumptions used in making forward -looking statements are based on ma n a g e mé&nowleige of
current business conditions and expectations of future business conditions and trends, including their knowledge of
the current credit, interest rate, and liquidity conditions affecting Equitable and the Canadian economy. Although
Equitable believes the assumptions used to make such statements are reasonable at this time and has attempted to


http://www.equitablebank.ca/
http://www.sedar.com/
http://www.sedar.com/
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identify in its continuous disclosure documents important factors that could cause actual results to differ materially
from those contained in forward -looking statements, there may be other factors that cause results not to be

as anticipated, estimated or intended. Certain material assumptions are applied by Equitable in making forward -looking
statements, including without limitation, assumptions regarding its continued ability to fund its loan business, a
continuation of the current level of economic uncertainty that affects real estate market conditions including, without
limitation, impacts as aresult of COVID-19, continued acceptance of its products in the marketplace, as well as no
material changes in its operating cost structure and the current tax regime. There can be no assurance that such
statements will prove to be accurate, as actualresults and future events could differ materially from those anticipated
in such statements. Accordingly, readers should not place undue reliance on forward -looking statements. Equitable
does not undertake to update any forward -looking statements that are contained herein, except in accordance with
applicable securities laws.
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Select financial and other highlights

As at or for the years ended

31-Dec-21 31-Dec-20 31-Dec-19 2021 vs. 2020

Operating results  ($ thousands)
Net interest income 582,609 497,406 462,648 85,203 17%
Non -interest income 60,298 59,427 34,416 871 1%
Revenue 642,907 556,833 497,064 86,074 15%
Non-interest expenses 260,176 214,060 199,573 46,116 22%
Pre-provision pre -tax income® 382,731 342,773 297,491 39,958 12%
Provision for credit losses (7,674) 42,280 18,394 (49,954) (118%)
Income tax expense 97,875 76,689 72,618 21,186 28%
Net income 292,530 223,804 206,479 68,726 31%
Operating performance
Earnings per share z basic ($) 8.49 6.52 6.05 1.97 30%
Earnings per share z diluted ($) 8.36 6.47 5.99 1.89 29%
Return on equity (%) @ 16.7 14.8 15.5 N/A 1.9%
Efficiency ratio (%) V@ 40.5 38.4 40.2 N/A 2.1%
Operating leverage (%) @ (6.0 4.7 (1.4) N/A (10.7%)
Net interest margin (%) © 1.81 1.70 1.74 N/A 0.11%
Select balance sheet and other information
(% millions)
Total assets 36,159 30,746 28,392 5,413 18%
Assets under management © 42,020 35,936 33,005 6,084 17%
Loans receivable 32,901 28,272 26,608 4,629 16%
Loans under management @ 38,663 33,347 31,123 5,316 16%
Total deposits 20,695 16,376 15,232 4,319 26%
Total EQ Bank deposits 6,968 4,556 2,667 2,412 53%
Total other deposits 13,727 11,820 12,565 1,907 16%
Total risk-weighte d assets® 13,310 10,426 9,761 2,884 28%
Common shareholders' equity 1,882 1,575 1,395 307 19%
Credit quality (%)
Provision for credit losses z rate ® (0.03) 0.15 0.07 N/A (0.18%)
Net impaired loans as a % of total loan assets 0.27 0.42 0.44 N/A (0.15%)
Allowance for credit losses as a % of total loan
assets 0.15 0.23 0.14 N/A (0.08%)
Common share information
Common share price z close ($) 68.91 50.50 54.68 18.41 36%
Book value per common share ($) @ 55.24 46.68 41.53 8.56 18%
Common shares outstanding 34,070,810 33,748,148 33,595,186 322,662 1%
Comm on share market capitalization ($ millions) 2,348 1,704 1,837 644 38%
Dividends declared per:

Common share ($) 0.74 0.74 0.65 - 0%

Preferred share ($) 1.49 1.49 1.56 - 0%
Dividend yield ® z common shares (%) ® 1.4 1.8 1.5 N/A -
Capital ratios and leverage ratio (%) @
Common equity tier 1 ratio 13.3 14.6 13.6 N/A (1.3%)
Tier 1 capital ratio 13.9 15.3 14.4 N/A (1.4%)
Total capital ratio 14.2 15.8 14.7 N/A (1.6%)
Leverage ratio 4.9 5.1 4.9 N/A (0.2%)
Business information
Employ ees z full -time equivalent 1,161 925 871 236 26%
Revenue per full -time equivalent
(% thousands) 554 602 571 (48) (8%)
EQ Bank customers 250,423 173,399 95,535 77,024 44%

(1) See Non-Generally Accepted Accounting Principles ( GAAP) financial measures section of this MD&A. (2) Increases

efficiencies, whereas decreases reflect improved efficiencies.

in this ratio reflect reduced
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Select financial highlights

2021 2020
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

Operating results ($ thousands)
Net interest income 155,952 150,852 141,839 133,966 131,117 127,431 118,707 120,151
Non -interest income 15,911 11,248 16,935 16,204 20,833 21,277 12,623 4,694
Revenue 171,863 162,100 158,774 150,170 151,950 148,708 131,330 124,845
Non -interest expenses 70,427 67,442 64,990 57,317 55,348 53,065 51,467 54,180
Pre-provision pre -tax income 101,436 94,658 93,784 92,853 96,602 95,643 79,863 70,665
Provision for credit losses (1,420) (3,500) (1,982) (772) 103 (2,357) 8,847 35,687
Income taxes 22,795 25,685 24,965 24,431 25,075 24,072 18,534 9,008
Net income 80,061 72,473 70,801 69,194 71,424 73,928 52,482 25,970
Operating performance
Earnings per share z basic ($) 2.32 2.10 2.05 2.01 2.09 2.17 1.53 0.74
Earnings per share z diluted ($) 2.29 2.07 2.02 1.98 2.07 2.15 1.52 0.73
Return on equity (%) 17.0 16.0 16.5 171 18.2 19.8 14.7 7.2
Efficiency ratio (%) 41.0 41.6 40.9 38.2 36.4 35.7 39.2 434
YTD Operating leverage (%) (6.0) 3.3) 4.8 145 4.7 2.2 2.7) (6.3)
Net interest margin (%) 1.81 1.83 1.81 1.77 1.74 1.69 1.64 1.71
Select balance sheet and other
information ($ millions)
Total assets 36,159 34,425 32,342 31,355 30,746 30,447 29,957 29,154
Assets under management 42,020 40,172 37,928 36,742 35,936 35,511 34,662 33,936
Loans receivable 32,901 31,475 29,893 28,892 28,272 27,592 27,709 26,781
Loans under management 38,663 37,121 35,373 34,174 33,347 32,551 32,331 31,496
Total deposits 20,695 19,758 18,413 17,427 16,376 16,373 15,636 15,475
Total EQ Bank deposits 6,968 6,914 6,531 5,798 4,556 4,319 3,288 2,707
Total other deposits 13,727 12,844 11,882 11,629 11,820 12,054 12,348 12,768
Total risk-weighted assets 13,310 12,427 11,461 10,911 10,426 10,180 9,936 9,916
Common shareholders' equity 1,882 1,800 1,730 1,660 1,575 1,501 1,427 1,378
Credit quality (%)
Provision for credit losses z rate (0.02) (0.05) (0.03) (0.01) 0.001 (0.03) 0.13 0.54
Net impaired loans as a % of total
loan assets 0.27 0.23 0.41 0.36 0.42 0.33 0.54 0.47
Allowance for credit losses as a % of
total loan assets 0.15 0.17 0.19 0.22 0.23 0.25 0.27 0.26
Common share information
Common share price Zz close ($) 68.91 71.45 66.52 63.10 50.50 37.55 35.70 29.04
Book value per common share ($) 55.24 52.90 50.97 48.93 46.68 44.62 42.45 41.00
Common shares outstanding 34,070,810 | 34,029,266 | 33,932,814 | 33,917,172 | 33,748,148 | 33,644,488 | 33,614,634 | 33,614,634
Common share market
capitalization ($ millions) 2,348 2,431 2,257 2,140 1,704 1,263 1,200 976
Dividends declared per:

Common share ($) 0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19

Preferred share ($) 0.37 0.37 0.37 0.37 0.37 0.37 0.37 0.37
Dividend yield z common shares (%) 1.0 1.0 1.1 1.2 1.6 1.9 2.3 1.6
Capital ratios and leverage ratio
(%)
Common Equity Tier 1 ratio 13.3 13.7 14.4 145 14.6 14.3 14.0 135
Tier 1 capital ratio 13.9 14.3 15.0 15.2 15.3 15.0 14.7 14.3
Total capital ratio 14.2 14.6 15.4 15.6 15.8 155 15.2 14.7
Leverage ratio 4.9 5.0 5.2 5.1 5.1 4.9 4.8 4.7
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Business overview

325,000+ $42.0B $21.1B $20.7B
Customers Assets Under  Conventional Total

Management Loans Customer

Deposits

Equitable Group Inc. (TSX:EQBand EQB.PR.Coperates
through its wholly owned subsidiary, Equitable Bank,
Canada's Challenger Bank™. We serve Canadians

thr ough two business lines z Personal Banking and
Commercial Banking z and with recognized brands
including EQBank, chosen by Forbes as C a n a d#a bask
in 2021. Equitable B a n lpuxpose is to driving change in
Canadian banking to enrich p e o p livesA s

Equitable is regulated by the Office of the Superintendent
of Financial Institutions Canada (OSFl)and serve more
than 325,000 Canadians with assets under management
of over $42 billion. Equitable is a member of the S&P/TSX
Composite , the S&P/TSXBank, S&P/TSXDividend
Aristocrats, S&P/TSXSmall Cap, S&P Canada BMI, and
MSC Small Cap (Canada) indices.

Canadians choose Equitable Bank for smarter products,
with exceptional service. To deliver both, we choose to
specialize in market segments where we can improve the
banking experience and operate with sustainable
competitive advantage. As a challenger bank, we rethink
conventional approaches, and push for smarter ways to
do business that benefit our customers and our Bank. In
practice , we differentiate by providi ng a host of
challenger bank deposit services, alternative single-family
lending, reverse mortgage lending, insurance lending,
specialized commercial financing and equipment leasing.
Our challenger mindset has allowed us to become a
leading alternative single family residential lender in
Canada and the ¢ o u n tlargesh swlti -residential insured
lender. Our innovations in the independent mortgage
broker channel reflects

Forbes [FIF11 w::kplaces‘- our long-term focus on

WORLD’S providing great service.
BEST ':)'ANKS E’::; N As a branchless digital
— — ol bank, we stay lean and

42% #1 13.3% 1,100+
Engaged Single Family ~ CET1 Capital Employees
Digital Alternative Ratio
Customers Market Share

nimble, which allows us to act quickly and profitably on
new opportunities.

Our EQ Bank digital platform is the first born all digital
bank in Canada, and the first to move to a cloud -based
system. Our technology is proven, differentiated and
suppor ts cost-effective product development and fintech
collaborations. We rely on cloud and API-first design
principles which differentiates us from larger banks with
legacy technology systems. Our scale enables us to move
quickly and build on our technology platform.

We adopted a fintech mindset several years ago and
collaborate with partners to innovate with a view to
providing best-in-class digital services to Canadian
consumers across commonly used banking products. Our
relationships with market leaders like Wise, Nesto,
Ratehub, Flinks, Borrowell, and others have become
cornerstones for reaching new customers and delivering
extra value to our accountholders.

Another differentiating factor in our business model
compared to other challenger banks around the world is
our ability to consistently and profitably deploy deposits
within our lending operations . We operate with an
integrated balance sheet and lend across a growing range
of personal and commercial asset categories. Our
approach to diversif ying assets and deposit funding
sources allows us to achieve our corporate growth
objectives and reduc es our risk profile .

The foundation of the Equitable B a n lsutsesses rests
with our talented teams. We employ over 1,100
Challengers who are aligned to drive change in Canadian
banking. Equitable BankA #clusive, welcoming, and
pride -inducing workplace has earned it the honour of
being recognized as one of the top 50 organizations on
this year's Best Wo r k p | arcGamsada List.
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Investing in EQB 7z High Performanc e with Strong
Capital

Equitable has significantly outperformed our peer group averages over the pastten years with a priority focus on Return
on Equity (ROE)as our north star financial objective.

Total shareholder return Return on equity EPS growth
(10 year) (10 year) (10 year’)

EQB 540% 16.6% 15.7%
S&P/TSX Total
Capped | 24904 EEl  13.5% Peers?
Financials Index

S&P/TSX Total ' Represents diluted EPS growth 10-year CAGR from 2012 through 2021.
Return 140% 2 peers refer to Royal Bank of Canada, Toronto-Dominion Bank, Bank of Nova Scotia, Bank of Montreal, Canadian Imperial
Composite Index Bank of Commerce, National Bank, Canadian Western Bank and Laurentian Bank of Canada

Capital Strength

Equitable Bank has one of the highest CETL1 ratios of all Canadian banks, despite being measured under the less
favourable standardized risk weight model .

Equitable Bank Regulatory CET1 Ratio, 9 Largest
Capital Ratios Canadian Banks
Q4 2021 Q42021

Standardized Risk : AIRB
14.2% Weighting i 15.2%

13.3%
13.3% 13.7%
12.4% 12.4% 12.3%
Basel IlI
minimum
Total Capital
level of
10.5%
"""""" Basel Il
minimum
4-9% CET1 target
of 7.0%
Full
compliance
with
standard
Leverage Ratio CET1 Total Capital

EQB CWB LB NA  CIBC BMO BNS TD RBC
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Equi t abl eFoddisaon EStGg And First Schedule |
Canadian Bank to Disclose Scope 3 Emissions

Toachieve our purpose of

and Governance (ESG) practices but also make decisions differently than some other

positive for all stakeholders .

enriching

peopl eAs

l'ives as
institutions. The result has been

Our approach begins with our Board of Directors. The members of our Board challenge our strategy in all its forms with

particular focus on risk management, talent development, recruitment an
and environme ntal and social governance. We see these areas as fundamental to the
future success. Through their actions, our Board has built a strong governance framework

d retention, equity diversity and inclusion (EDI)
Equitable Ba n k A's
designed to create value for

stakeholders, enhance long -term c orporate sustainability and reduce business risk.

Greenhouse Gas (GHG)

Emissions
420 tCO,e
Carbon ) scopet
Neutral | 133tco.e
Scope 2

First Schedule | bank
to disclose our entire
Scope 3 GHG emissions,
including financed
emissions.

Scope 3

We understand that good governance is not just about structure or framework

principled manner to move forward together, whichi s what we did in 2021. We are particularly proud of the strides

539,711 tCO.e

EQB all 7 -

Select EQB
ESG Ratings

MSCI
ESG RATINGS
[ccc| B [ BB [BBB[ A AAA

Equitable
Bgnk | @Bank

Z itis about invested people acting in a

made during the year in developing an environmental roadmap and putting substance behind our pledges. As a result,

we became the first Schedule | Canadian bank to disclose our entire Scope 3G HG emissions portfolio (539,711 tonnes of

carbon dioxide equivalent (tCO2e) arising fro m our own operations as well as from our lending portfolio (otherwise

known as financed emissions). This significant accomplishment was enabled by
management systems and comprehensive understanding of customers' business

Equitable Bank's sophi sticated data
activities. Tracking in the prior year

showed that our Scope 1 and Scope 2 GHG emissions were 553 tCO2e, an amount we fully offset through the purchase

of Verified Carb on Standard (VCS) emission reduction credits in 2021. As a digital bank, our emissions

per dollar of

revenue are far below branch -based banks in Canada but we intend to continue to challenge ourselves to do more for

CanadaAs

Cha

sustainabil
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the environment in future years.  In 2022, we are particularly focused on working with suppliers  to reduce the GHG
emissions as sociated with our operations.

Equity, diversity and inclusion are critically important to our success and sustainability. Our Board is committed to
supporting the develo pment of a diverse, equitable and inclusive workplace culture and an environment that i s actively
anti -racist. This commitment is shared by the Management Committee of the Bank which is accountable for

performance. Today, we are proud to operate with a div  erse Board of Directors (50% of independent members are
women) and a diverse workforce (50% of whom self -identify as a member of a visible minority  or racialized group ). At
Equitable, everyone is respected equally, and offered equal opportunities in our wo rkplace.

We encourage all stakeholders to review our 2022 ESG report and 2022 Manageme  nt Information Circular at
www.equitable bank.ca for more information. Both documents will be published this spring. Our ESG report will reflect
upon our recent experienc es with investors, rating agencies, regulators, and other  stakeholders to address ESG i ssues.

Economic and business outlook

Equitable Bank As consi st entl y st r ocoupledaihpairobustirisk anandgerhentdramewlorkt y as well as
diversifie d sources and uses of capital, position us to grow profitably and in a risk-managed way even in challenging

economic environments. Equitable demonstrated its resilient performance in the pandemic -challenged years of 2020
and 2021.
To develop our 2022 busin ess plans and drive ourcredit -| oss model s, we | ev eigsand&talistddoody As

published by the Bank of Canada and Statistic Canada for information on general economic indicators. For general
business guidance and projections, we also considered con sensus estimates from Canadian bank economists.

General Guiding Economic Outlook

The COVID-19 global pandemic has triggered uncertainty a nd significant shifts in forecasts of growth.

Key indicator 20211 2022 Comments
Expectation *

GDP Growth 4.5% 35724% Continued growth in national economy carrying
over from 2021 due to consumption growth
from pent -up demand and business
investment. Service sector growth expected to
be strong, solid goods consumption due to
dissipating supply chain constraints

Unemplo yment 5.9% 5.6 76.0% Labour growth in the past few months is
leading to unemployment rate returning to pre -
pandemic levels. Labour shortages expected to
persist until early 2023, pushing up average
wages. Productivity rates remain lower but are
expected t o increase as restrictions lift and
normal operations resume

(1) Sources: The Bank of Canada, Statistics Canada, Moody As Anal ytics, Canadian Bank Economics Reports

An
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Key indicator 20211 2022 Comments
Expectation !

House Price Index (HPI) 10.3% 6.027.5% Limited supply, increased prices, and higher
interest rates are expected to slow housing
sales in 2022, although housing turnover in
resale markets will continue to  remain
elevated above normal levels.

Consumer Price Index (CPI) 3.4% 2.17235% The Bank of Canada expects inflation to be
elevated in the first half of 2022, and start to
ease back towards target levels late 2022.

Immigration 401,000 411,000 Well up from 185,000 in 2020. Some
expectations that the 411,000 target from the
Government of Cana da will increase even
higher than the current 411,000. 2023 target
remains 421,000

The Bank of Canada (BoC) uses monetary tools to maintain price stability within targeted levels . In recent years, the B oC

has reduced interest rates to historically low le  vels (0.25% since March 2020) and engaged in buying Government of

Canada bonds (known as Quantitative Easing) to offset the i mpa
support the liquidity of the fi nancial system. Due to a strong economic recovery in 2021 and the highest level of inflation

in 30 years, the BoC recently signaled a change in monetary policy. In the fall of 2021, it curtailed what it called its

Jextraordi nary mon e tnthe fprmpfddnd purghasng. pnptofirst pplicyi  interest rate announcement of

2022 (on January 26),the BoCk e pt i ts overnight rate at O0.25% but noted that
the timing and pace of those increases guided bythe BoCAs commi t ment t o achi egeti ThgBoCi t s 2% i
also noted in its January 2022 report that elevated housing market activity continues to put upward pressure on prices.

Like other banks, we may not consistently realize our financial performa nce goals if business or competitive conditions,
funding availability, capacity in securitization markets, the regulatory environment, the housing market, the economic
impact of COVID -19, or general economic conditions differ from expectations.

Digital

Digital adoption continues to grow. More than 76%? of Canadian customers are using online and mobile banking to
conduct most of their banking transactions . The ease and convenience of digital has also led customers to interact more
frequently with their banks, with  over 61%?2 interacting at least once a week up from 50%*%, with an expectation of this to
continue to grow as an addressable market.

(1) Sources: The Bank of Canada, Statistics Canada, Mo ody As Anal ytics, Canadian Bank Economics Reports
(2) http s://cba.caltechnology -and-banking

(3) https://www.pwc.com/us/en/industries/banking -capital -markets/library/digital _-banking -consumer -survey.html

(4) https://www.accenture.com/ca _-en/insights/banking/consumer _-study -making -digital -banking -more -human?src=SOMS



https://cba.ca/technology-and-banking
https://www.pwc.com/us/en/industries/banking-capital-markets/library/digital-banking-consumer-survey.html
https://www.accenture.com/ca-en/insights/banking/consumer-study-making-digital-banking-more-human?src=SOMS
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We are aware and sensitive t o the fact that different age groups have unique preferences and different expectations of
their digital banking experiences. A recent US survey by EY found that 51% * of consumers born between 1997 and 2011
(Gen Z) name a fintech company as their most trus ted financial brand rather than a bank. This likely reflects the fact that

the Gen Z cohort has grown up in the fintech era. In thinking about the future, we keep close watch to understand

consumer preferences and expectations. As a digit al-first Challenge r Bank, we believe we have a natural advantage. We
look to align our practices to what our customers want and expect. It is why we put a premium on functionality and ease
of use, provide superior deposit rates , low and no -cost banking ser vices with transpa rent terms and invest in

meaningful innovations that create customer engagement. We also believe Canadians of all ages prefer working with

digital banks that share their personal values and social concerns. By keeping those values and con cerns at the foref ront
of our decisions, we will remain a go-to Challenger Bank for all Canadians.

Housing

We remain constructive in our outlook of the Canadian hous  ing market, and our ability to continue to grow within our
2022 core business guidance. Canada recorded 667,000 2 home sales in 2021 and over 270,000 3 housing starts 7z a key
economic development gauge and the highest on record.  In 2022, home sales and housing starts are expected to be
580,0004 and 225,0005, respectively . Even with this level of g rowth, we continue to support the perspective that there is

a significant imbalance in supply and demand. Household formation continues to outstrip the completi on of new
housing units , partially due to increased immigration rates  pushing up demand.

Immigr ation growth will create additional demand for the construction of both single family residential and multi -family
residential properties . Our Bank lends on both forms of housing and is a top choice for new immigrants . Although the
federal government, thr ough CMHC, has created new affordable housing construction incentives (its MLI Select program
launches in March 2022), many believe it wi Il take years to correct this supply -demand imbalance.

As a provider of reverse mortgages, we also stand to benefitfr om CanadaAs aging demographics.
home among Canadian seniors was already very high and has increased due to COVID -19 7 likely with some impact on
home resale activity and therefore market supply  z while rising home prices ha s created eq uity that Equitable Bank can
help customers unlock to finance their retirement lifestyles.

Business Outlook

The Canadian financial industry (which includes 33 domestic banks and more than 200 credit unions/caisses populaires)
remains much more consolidat ed than the United States or Europe . While competitive, Canada remains largely
dominated by the six Domestic Systemically Important Banks (D-SIBs), who collectively manage 90% of total assets
under management in Canada . This concentration presents signific ant continued long -term opportunity f or banks like
Equitable Bank to create new and distinct offer ings for Canadians, consistent with our value proposition of smarter
products with exceptional service

(1) https://iwww.ey.com/en_us/nextwave _-financial -services/how -financial -institutions -can-win -the -battle -for -trust
(2) https://creastat s.crea.ca/en-CA/

(3) https://www150.statcan.gc.ca/tl/tbll/en/tv.action?pid=3410013501

(4) https://thoughtleadership.rbc.com/the _-fever -breaks -canadas-housing -market -will -cool -but -stay-strong -in-2022/
(5) https://www.conferenc _eboard.ca/e -library/abstract.aspx?did=11243



https://www.ey.com/en_us/nextwave-financial-services/how-financial-institutions-can-win-the-battle-for-trust
https://creastats.crea.ca/en-CA/
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3410013501
https://thoughtleadership.rbc.com/the-fever-breaks-canadas-housing-market-will-cool-but-stay-strong-in-2022/
https://www.conferenceboard.ca/e-library/abstract.aspx?did=11243
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With our focused strategy, increasingly diversified funding costs and technological capabilities, we are well positioned to

win with emerging trends. This includes how we focus on the mortgage broker channel. Our constructive view of this
channel is really driven by the value of the advice brokers provide to their customers, ultimately ensuring that they get

the best mortgage for t heir needs. This very much aligns with our focus of driving change in Canadian b anking to enrich
peopl eAs |lives.

After record growth in 2021, we are providing the following results guidance for 2022:

Medium -term core guidance 2022 Adjusted * 2021 Results 3 Year Trailing Average
ROE 15% + 16.7% 15.7%
Pre-Provision Pre -Tax Income 12% + 12% 19%

Growth (PPPT)Growth

Diluted EPS Growth 8% - 10% 29% 20%

Dividend Growth 51% increase 0% 11%
announce d in Q1
2022 followed by
quarterly 2 increases

BVPSGrowth 12% + 18% 15%

CET1 Ratio 13% + 13.3% 13.8%

(1) In Q1 2022 Equitable will intro duce adjusted earnings to account for the costs associated with the announced agreement to acquire Concentra Bank

(2) The dividend declared on February 7, 2022 represents a 51% increase over the dividend declared in February 2021. Dividends are expected to increase
between 20% - 25% from the levels that otherwise would have been paid out in 2021 had capital distributions not been restricted by OSFI at the onset of
the pandemic.

This guidance is founded in diversified conventional loan growth, our core ea rnings engine. Our EPS growth guidance
reflect s the relative year -over-year impact of provision for credit losses ( PCL) reversals in 2021, while our expectations of
strong PPPTgrowth excludes this impact.

In November 2021 we provided early guidance that w e are now confirming for 2022. For greater detail on each asset
category please refer to the business line  sections respectively for outlook . While we intend to introduce segmented
earnings for the Personal Bank ing and Commercial Bank ing in the first quart er of 2022, we have not separated out our
earnings guidance for 2022 at this level at this time
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Y/Y Grow th 2022 Guidance 2021 Results 3 Year Trailing Average
Total Lending 12% 7 15% 16% 12%
Risk Weighted Assets 16% 7 18% 28% 15%
EQ Bank Deposits 20% z 30% 53% 49%
Single Family Alternative 12% 7 15% 30% 12%
Reverse Mortgages 150% + 325% 334%
Cash Surrender Value Loans 100% + 84% 434%
Business Enterprise Solutions 10% z 15% 16% 10%
Commercial Finance Group 10% 7 15% 22% 12%
Insured Multi -unit Residential 0% Z 5% 7% 6%
Specialized Financing 20% 7 30% 122% 45%
Equipment Leasing 10% 7 15% 31% 19%

In addition to the medium -term objectives above, we rely on the following key metrics to assess the performance of the

business relative to our peers and

the effectiveness of our strategy:

2022 Guidance

2021 Results

3 Year Trailing Average

Net Interest Margin 1.80% 7 1.85% 1.81% 1.75%
PCLs Normalized Trend (0.03%) 0.06%
Operating Leverage Flat (6.0%) (0.9%)
As we continue to execute on our strategic planand liveour vi si on as CanadYawesem@rmfacusede nger

on capital and risk management. Our decisions are guided not just by short

view that protects our depositors

-term financial returns but by a longer

-term

, builds value for our shareh olders, leads to strong customer retention and affinity, and

considers our role in underst anding and addressing climate change . We are determined to avoid the reputational and
regulatory issues that many banking industry participants have faced around the

Impact of Concentra Bank Acquisition on

In general, we refer you to our

Guidance

globe.

news release here www.equitablebank.ca and the Announced agreement to acquire

Concentra Banksection below for accretion guidance outlined for ROE, earnings, and our balance sheet. All guidance is
subject to closing conditions and regulatory approvals , which may impact timelines or accuracy.

B a


http://eqbank.investorroom.com/news-releases
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Expenses z Our Investments

To achieve our ROE and growth obijectiv es, we plan to continue to
invest in people, processes, and technology. While non -interest Efficiency Ratio
expenses increased by 22% in 2021, these expenses allowed us to (2021 and 5-year Average)
retain and acquire talent in a competitive hiring market, and to
invest in technological improvements . We expect expense growth to
be lower in 2022, but we view continued investment in people
processes and technology as an enabler of business growth at our

58.0% 56.5%

Peer’ Average

historical levels of ROE achievement . 40.5% 39,19

Our 2021 efficiency ratio of 40.5% , compared to guidance of 3 9-41%,
continues to illustrate the advantages of our branch  less digital
business model over our industry peer group and demonstrates
Equi t a b ityeo/keadilantanage overhead expenses in an ever -
EQB

changing environment.

With a sizable portion of our costs being discretionary , we are able

. N 2021
to manage expenses to ensure we deliver our north star ROE e

targets . Decisions on expense levels are made to ba lance the

benefit of strong short -term returns and investments required to ' Peers refer to Royal Bank of Canada, Toronto-Dominion
Bank, Bank of Nova Scotia, Bank of Montreal, Canadian
ensure future growth and long -term value . In 2022, we expect to Imperial Bank of Commerce, National Bank, Canadian

A . . . i Western Bank and Laurentian Bank of Canada.
grow expenses in line with revenue resulting in  flat operating

leverage. Our efficiency ratio should remain relatively  consistent

with 2021 levels. Expense levels may fluctuate from period to period  due to costs associated with the p lanned
acquisition of Concentra Bank , the launch of our EQ Bank payments solutions, and  the timing of marketing campaigns.
As we continue to build more products, there may be a mismatch in benefit realization from these initiatives and their
associated costs. Generally, the costs are amortized on a straight -line basis, but it takes time to build portfolios or
acquire new customers . Although capitalization of internal development costs general  ly helps align the cost and
benefits, this alignmentis never exact.

We will be introducing adjusted earnings in Q1 2022 to account  for plann ed one-time and integration costs for the
acquisition of Concentra Bank, which also account ed for $0. 7 million additional one -time spend in our Q4 2021 results
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Strategic priorities and partnerships

Customer Service
Deliver the best customer
service of any bank
in Canada

Our
Customers

Culture “oF

Nurture a “best place ¥ Our Consistently deliver
to work” culture J  an ROE of 15-17%+
that engages and while ensuring a solid

empowers employees : ; capital foundation

In 2021, our strategic priorities included:

Grow market share in core assets through superior customer service

Grow adjacent assets through expanded distribution

Build stronger direct customer relationships via enhanced digitization

Issue covered bonds

Complete Advanced Internal Rating -Based (AIRB) model recalibration and validation

= =4 -8 -8 A

Please refer to our Financial and Strategic Initiatives Resultssection for progress against these priorities.
Growth and Innovation with Partnerships

Fintech partnerships enable exploration of opportunities aligned with both our asset and deposit strategies. We are
focused on:

1 Investments that enable participation in new businesses delivered through innovative platforms

M Partnerships in distribution, marketing, and white label opportunities that serve our customers and generate
interest and non-interest revenue for our Bank

1 Engagements with external technology solutions, leveraging APIsto offer an innovative range of services
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The graphic below highlights some key partnerships and clients by product group

C a n a dbankisg sector has embarked on a payments modernization journey with the two primary systems being
replaced with Lynx and Real-Time Rail. We are readying ourselves for this advancement in several ways. In the second
half of 2022, we intend to introduce an EQ Bank payment card. It will allow customers to use their funds to make
ecommerce and in-store purchases along with cash withd rawals, all with no fees, attractive rewards, and a seamless all-
digital experience.

The EQ Bank Payment card will add an important new level of convenience for customers and cement our status as an
attractive chequing account alternative . The card will also add an interchange -based revenue stream for the Bank. We
recently entered a multi -year strategic arrangement with Mastercard as a formative step in our payments plan. Our plan
includes offering credit card services to fintechs and others by positioni ng Equitable Bank for w h a tkmdwn in the
industry as BIN sponsorship. A key pillar of our payments strategy include s connecting directly to the Real-Time Rail
(RealTime Rail is a Payments Canada project z please refer to the PaymentsModernization section of this MD&A for
further details). This will allow us to better enable real-time payments and associated innovation to our customers and
enable Equitable to play a crucial role in the ongoing modernization of the Canadian payments landscape.

Consumer -directed finance (also known as Open Banking) is on the federal g o v e r n npelicyt ajenda. Our Ba n k A's
open APIsand openness to fintech collaborations position us well for what we expect to be a transformational industry
change.



