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IGM FINANCIAL INC.

Consolidated Statements of Income

(unaudited)

(in thousands of dollars, except Three months ended June 30 Six months ended June 30 
shares and per share amounts) 2007 2006 2007 2006 

Fee and net investment income
  Management 530,466$       455,907$       1,042,302$  908,214$     
  Administration 84,676           76,520           168,433       156,562       
  Distribution 61,943           54,841           124,112       111,608       
  Net investment income and other 44,785           49,345           107,814       106,550       

Total fee and net investment income 721,870         636,613         1,442,661    1,282,934    

Operating expenses
  Commission expense 236,251         206,204         467,655       408,613       
  Non-commission expense 154,110         141,504         311,309       290,935       
  Interest expense 22,036           22,036           43,887         43,977         

Total operating expenses 412,397         369,744         822,851       743,525       

Income before income taxes and
  non-controlling interest 309,473         266,869         619,810       539,409       
Income taxes 92,794           65,709           191,941       152,598       

Income before non-controlling interest 216,679         201,160         427,869       386,811       
Non-controlling interest 825                748                1,466           1,146           

Net income 215,854$       200,412$       426,403$     385,665$     

Average number of common shares
  (in thousands) (Note 8)
    - Basic 264,837         264,673         264,891       264,660       
    - Diluted 267,709         267,529         267,628       267,454       

Earnings per share (in dollars) (Note 8)
    - Basic 0.82$             0.76$             1.61$           1.46$           
    - Diluted 0.81$             0.75$             1.59$           1.44$           

(See accompanying notes to interim consolidated financial statements.)



IGM FINANCIAL INC.

Consolidated Balance Sheets

(unaudited) June 30 December 31 
(in thousands of dollars) 2007 2006 

Assets

Cash and cash equivalents 1,038,648$   1,325,468$   
Securities 443,525        142,322        
Loans 603,683        488,795        
Investment in affiliate 580,912        549,237        
Deferred selling commissions 1,011,096     974,070        
Other assets 446,838        439,804        
Intangible assets 1,028,339     1,040,126     
Goodwill 2,384,879     2,372,714     

7,537,920$   7,332,536$   

Liabilities

Deposits and certificates 777,737$      777,505$      
Other liabilities 700,059        735,297        
Future income taxes 463,108        442,061        
Long-term debt 1,200,000     1,200,000     
Preferred shares 360,000        360,000        

3,500,904     3,514,863     

Shareholders' Equity

Common shares 1,503,128     1,493,954     
Contributed surplus 18,194          15,339          
Retained earnings 2,488,815     2,348,157     
Accumulated other comprehensive income 26,879          (39,777)         

4,037,016     3,817,673     

7,537,920$   7,332,536$   

(See accompanying notes to interim consolidated financial statements.)



IGM FINANCIAL INC.

Consolidated Statements of Changes in Shareholders' Equity

(unaudited) Three months ended June 30 Six months ended June 30 
(in thousands of dollars) 2007 2006 2007  2006  

Common shares (Note 3)
  Balance, beginning of period 1,498,928$    1,486,657$    1,493,954$    1,481,519$    
  Issued under stock option plan 7,527             1,892             14,538           7,873             
  Purchased for cancellation (3,327)            -                    (5,364)            (843)               

  Balance, end of period 1,503,128      1,488,549      1,503,128      1,488,549      

Contributed surplus
  Balance, beginning of period 16,894           10,267           15,339           9,213             
  Stock options
      Current period expense 2,115             2,078             3,990             3,547             
      Exercised (815)               (129)               (1,135)            (544)               

  Balance, end of period 18,194           12,216           18,194           12,216           

Retained earnings
  Balance, beginning of period
      As previously reported 2,429,515      2,070,241      2,308,380      1,954,391      
      Reclassification to accumulated
        other comprehensive income (Note 1) -                    -                    39,777           35,205           

      As restated 2,429,515      2,070,241      2,348,157      1,989,596      

  Net income 215,854         200,412         426,403         385,665         
  Common dividends (113,156)        (97,947)          (226,468)        (195,910)        
  Common share cancellation excess
      and other (Note 3) (43,398)          145                (59,277)          (6,500)            

  Balance, end of period 2,488,815      2,172,851      2,488,815      2,172,851      

Accumulated other comprehensive
  income (Note 4)
  Balance, beginning of period 13,414           (36,019)          (39,777)          (35,205)          
  Change in accounting policy (Note 1) -                    -                    46,339           -                    
  Other comprehensive income 13,465           1,425             20,317           611                

  Balance, end of period 26,879           (34,594)          26,879           (34,594)          

Total Shareholders' Equity 4,037,016$    3,639,022$    4,037,016$    3,639,022$    

(See accompanying notes to interim consolidated financial statements.)



IGM FINANCIAL INC.

Consolidated Statements of Comprehensive Income

(unaudited) Three months ended June 30 Six months ended June 30 
(in thousands of dollars) 2007 2006 2007 2006 

Net income 215,854$   200,412$   426,403$   385,665$   

Other comprehensive income (loss),
  net of tax (Note 5)
     Net unrealized gains (losses) on
       available for sale securities:
          Unrealized gains (losses) 15,136       -                 18,431       -                 
          Reclassification adjustment for (gains)
            losses included in net income (19,402)      -                 (56,134)      -                 

(4,266)        -                 (37,703)      -                 

      Net unrealized gains (losses) on
        cash flow hedges
          Unrealized gains (losses) (182)           -                 1,952         -                 
          Reclassification adjustment for (gain) 
            loss included in net income 11,510       -                 33,083       -                 

11,328       -                 35,035       -                 

      Other comprehensive income (OCI)
        related to investment in affiliate 6,403         1,425         22,985       611            

      Other comprehensive income 13,465       1,425         20,317       611            

Comprehensive income 229,319$   201,837$   446,720$   386,276$   

(See accompanying notes to interim consolidated financial statements.)



IGM FINANCIAL INC.

Consolidated Statements of Cash Flows

(unaudited) Three months ended June 30 Six months ended June 30 
(in thousands of dollars) 2007  2006  2007  2006  

Operating activities
  Net income 215,854$      200,412$      426,403$      385,665$      
  Adjustments to determine net cash from
  operating activities
    Future income taxes (7,453)          (23,893) 12,114         1,740           
    Commission amortization 81,920         74,562          162,605        146,692        
    Amortization of capital and intangible assets 5,723           5,361            11,367         10,730         
    Changes in operating assets and liabilities
       and other 45,305         29,077          (96,702)        (94,001)        

341,349        285,519        515,787        450,826        
    Commissions paid (82,224)        (82,533)         (199,631)      (203,948)      

   259,125        202,986        316,156        246,878        

Financing activities
  Net (decrease) increase in deposits and certificates (29,874)        (39,062)         232              (23,424)        
  Repayment of long-term debt -                   -                   -                   (25,010)        
  Common shares issued 6,712           1,764            13,403         7,329           
  Common dividends paid (113,313)      (97,964)         (218,597)      (189,230)      
  Common shares purchased for cancellation (30,951)        -                   (48,853)        (7,454)          

(167,426)      (135,262)       (253,815)      (237,789)      

Investing activities
  Purchase of securities (166,289)      (39,773)         (277,494)      (50,147)        
  Proceeds from the sale of securities 37,871         31,730          49,281         84,627         
  Net increase in loans (425,624)      (436,331)       (771,071)      (690,418)      
  Proceeds from securitizations (Note 2) 347,266        547,047        657,878        632,690        
  Additions to capital assets (3,876)          (3,436)           (7,620)          (6,595)          
  Other (135)             (841)              (135)             (997)             

(210,787)      98,396          (349,161)      (30,840)        

(Decrease) increase in cash and cash equivalents (119,088)      166,120        (286,820)      (21,751)        
Cash and cash equivalents, beginning of period 1,157,736     880,190        1,325,468     1,068,061     

Cash and cash equivalents, end of period 1,038,648$   1,046,310$   1,038,648$   1,046,310$   

Cash 93,619$        123,137$      93,619$        123,137$      
Cash equivalents 945,029        923,173        945,029        923,173        

1,038,648$   1,046,310$   1,038,648$   1,046,310$   

Supplemental disclosure of cash flow information
  Amount of interest paid during the period 43,136$        42,258$        65,577$        63,580$        
  Amount of income taxes paid during the period 91,030$        73,332$        230,596$      171,462$      

(See accompanying notes to interim consolidated financial statements.)





IGM FINANCIAL INC. 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2007  (unaudited) 
 
(in thousands of dollars, except shares and per share amounts) 

 
  

 6 

 6. Stock-based compensation 
 

June 30 December 31 
2007 2006 

Common share options
  - Outstanding 9,386,489         8,494,870      
  - Exercisable 4,906,772         4,653,897      
 
In the second quarter of 2007 and 2006, the Company did not grant options to employees.  
In the six months ended June 30, 2007, the company granted 1,565,820 options to 
employees (2006 - 810,400).  A portion of the options granted to employees are subject to 
performance targets.  The weighted-average fair value of time vesting options granted 
during the six months ended June 30, 2007 has been estimated at $8.64 per option (2006 - 
$8.68) using the Black-Scholes option pricing model.  The weighted-average fair value of 
performance based options granted during the six months ended June 30, 2007 has been 
estimated at $4.63 per option (2006 - $5.35) using a barrier option pricing model.  The 
assumptions used in these valuation models include:  (i) risk-free interest rate of 3.97% 
(2006 – 4.11%), (ii) expected option life of six years (2006 – six years), (iii) expected volatility 
of 20.00% (2006 – 21.00%) and (iv) expected dividend yield of 3.36% (2006 – 3.17%). 
 
The Company recorded compensation expense related to its stock option program of $2.0 
million (2006 - $1.6 million) in the second quarter and $3.7 million (2006 - $3.0 million) for 
the six months ended June 30, 2007. 

 




