Note 5: Other Credit Instruments

We use other off-balance sheet credit instruments as a method of
meeting the financial needs of our customers. Summarized below are
the types of instruments that we use:

« Standby letters of credit and guarantees represent our obligation

to make payments to third parties on behalf of another party if
that party is unable to make the required payments or meet other
contractual requirements. Standby letters of credit and guarantees
include our guarantee of a subsidiary’s debt to a third party;
Securities lending represents our credit exposure when we lend
our securities, or our customers’ securities, to third parties should

a securities borrower default on its redelivery obligation;
Documentary and commercial letters of credit represent our agree-
ment to honour drafts presented by a third party upon completion
of specific activities; and

Commitments to extend credit represent our commitment to

our customers to grant them credit in the form of loans or other
financings for specific amounts and maturities, subject to their
meeting certain conditions.

The contractual amount of our other credit instruments represents the
maximum undiscounted potential credit risk if the counterparty does not

perform according to the terms of the contract, before possible recoveries

under recourse and collateral provisions. Collateral requirements for

these instruments are consistent with collateral requirements for loans.
A large majority of these commitments expire without being drawn
upon. As a result, the total contractual amounts may not be represen-
tative of the funding likely to be required for these commitments.

We strive to limit credit risk by dealing only with counterparties
that we believe are creditworthy, and we manage our credit risk for
other credit instruments using the same credit risk process that is
applied to loans and other credit assets.

Summarized information related to various commitments is as follows:

(Canadian $ in millions) 2008 2007
Contract Contract
amount amount

Credit Instruments

Standby letters of credit and guarantees $15,270 $ 12,395

Securities lending 1,038 1,834
Documentary and commercial letters of credit 1,841 1,301
Commitments to extend credit
— Original maturity of one year and under 41,113 66,126
- Original maturity of over one year 39,995 28,372
Total $99,257 $ 110,028
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