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A closer look

The fast and the furious
Tom Garretson, CFA – Minneapolis

Major central banks have recently signaled their readiness to play a more active role in maintaining the
economic expansion. With the possibility of quick policy maneuvers ahead, we look at the potential
impact of interest rate cuts on equities and fixed income investments.
For investors wondering if major central banks had any gas left
in the tank, with policy rates still historically low and balance
sheets still historically large, the Federal Reserve and the
European Central Bank (ECB) both delivered clear messages
the week of June 17: we do, and we’re prepared to use it.
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ECB President Mario Draghi seized the pole position June
17 in a speech that signaled further easing via rate cuts into
negative territory could be on the table, and that there remains
“considerable headroom” to scale up quantitative easing
programs if necessary—a remarkable change in tone from a
central bank that has recently pushed back against the idea
that further easing was needed.
The Federal Reserve’s pledge to stay “patient” this year with
respect to adjusting policy rates was barely three months old
when it was dropped at the June 19 meeting, with the Fed now
stating that it “will act as appropriate to sustain the economic
expansion.” Additionally, eight officials—nearly half the
committee—now foresee at least one rate cut this year, with
seven of those envisioning two cuts.
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We have long expected the Fed to dust off its playbook of the
mid-1990s, when it cut policy rates modestly for “insurance”
in the middle of the economic cycle in an effort to extend the
expansion rather than to fight a recession, and this remains
our base case for the current cycle.

Market pulse

Therefore, we view potential policy easing in a positive light,
and the market’s initial reaction appears to be agreement
as the S&P 500 has reached a new all-time high, while U.S.
investment-grade and high-yield corporate debt has rallied
strongly.
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But with the market now pricing a 100% chance of a Fed rate
cut this year, the only questions left are how soon, and by how
much?

Time for decisive action on interest rates
Though the Fed has made the most progress among major
central banks in raising rates, reaching 2.50% on the federal
funds rate, there clearly remains little room to maneuver—
so this is no time for half measures. To this point the Fed
has stuck with its “gradual” approach to raising rates out of
concern that moving too quickly could risk a return to 0%.
But at this stage, we think a decidedly different approach is
called for. To avoid an early return to 0%, the Fed needs to act
decisively and quickly to achieve the most “bang for the buck.”
Accordingly, we now expect the Fed will cut rates by 0.50%
at its July meeting and follow up with a further 0.25% cut in
September, after which it will likely take time to survey the
monetary policy landscape.
The European economy continues to sail into stiff headwinds,
and while the ECB was thought to be tacking toward rate
hikes next year, RBC Capital Markets now expects two 10basis point (bp) cuts in the deposit rate by the end of the year
(which would take rates to -0.60%) though it too sees a risk
that the ECB could move sooner and deeper. With respect to
quantitative easing, we believe the ECB is likely to signal that
another round is possible, but unlikely to introduce a new
program over the near term.

Is this trip really necessary?
In the U.S., labor markets remain solid, though the pace
of hiring has slowed in recent months, and the Fed’s latest
projections actually upgrade the growth outlook and
downgrade inflation expectations despite concerns about the
potential economic impact of tariffs. So the story is largely
about inflation at the present time: with little inflation in the
pipeline, the Fed has room to ease policy modestly with little
risk of overheating the economy.
But as the chart shows, concerns about global growth are
lingering. Manufacturing purchasing managers’ indexes
(PMIs), which are highly correlated with economic growth,
continue to move lower in the U.S. and across the globe;
the global index is now below 50, the level that signals a
contraction in manufacturing activity. As PMIs have fallen, the
market’s expectation of rate cuts has risen. On a fundamental
level, there is also a case to be made for central banks to ease
policy at this stage.

Drive defensively
Our outlook remains constructive—but cautiously so. While
the old adage of “don’t fight the Fed” (or central banks
generally) still holds for those invested in equities and other
risk assets, downside risks for the global economy and the level
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Global manufacturing activity trending lower …
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Source - RBC Wealth Management, Bloomberg, IHS Markit; manufacturing
activity based on Markit Purchasing Managers’ Indexes; likelihood of rate cuts
in 2019 is market consensus based on federal funds futures data.

of uncertainty about the outlook are both rising. Therefore,
we remain Market Weight with respect to our allocations to
U.S. equities and U.S. fixed income, but maintain defensive
postures in both.
For fixed income investors, we have long recommended
extending maturities to lock in yields, and with rate cuts
looming, we continue to recommend this route even as yields
across nearly all sectors move lower.
Central banks have tried to take a passive approach in recent
years as global economies continued to recover, but we believe
now is the time for them to take an active approach to sustain
the expansion.
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European equity downgrade
Frédérique Carrier – London
With the economies of its largest trading partners slowing, we
believe Europe’s much-anticipated economic recovery is likely
to remain just out of reach for the time being. Valuations are
not low enough, in our view, to reflect this, as well as a likely
uptick in political tension from difficult U.S./EU auto tariff
negotiations, a reinvigorated populist government in Italy, and
a potential no-deal Brexit. Accordingly, we have downgraded
European equities to Underweight.

The elusive economic recovery
Europe’s economy depends heavily on trade. Exports represent
a high 44.4% of regional GDP, compared to 30.1% for the
U.K, 18.6% for Canada, and 12.1% for the U.S., according to
the World Bank. Of those exports, 39% go to Europe’s three
largest trading partners: the U.K. (16%), the U.S. (15%), and
China (8%), according to European Commission data. Hence,
slowdowns in the economic growth of major trading partners
due to trade tensions and the spectre of a hard Brexit create
substantial headwinds for the region.
European economic data, which showed green shoots in
the spring, have had a more difficult run recently with most
releases falling short of consensus expectations. As a result,
the European Central Bank (ECB) has pared back its growth
projections for FY 2020 and FY 2021.
We believe consensus corporate earnings growth forecasts will
need to be adjusted to reflect this new reality, as they are too
high at 8% for this year and 10% for 2020, especially in light of
slightly negative Q1 earnings-per-share (EPS) growth for the
region.
The ECB has announced it is prepared to take bold steps
to support the regional economy should it weaken further.
Although interest rates are already in negative territory, RBC
Capital Markets now expects two 10 bps rate cuts this year, in
September and December. It is also possible that the central
bank will relaunch its quantitative easing programme next
year.
The ECB’s actions are unlikely to remove the key obstacle to
the region’s growth, in our view: declining trade activity. As
discussed in a recent Global Insight Weekly article, central
banks’ ability to boost economic expansion through everlower interest rates appears limited, at the margin.
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ECB staff lowers 2020 and 2021 growth expectations again
ECB growth projections

Dec 2018

Mar 2019

Jun 2019

2019

1.7%

1.6%

1.2%*

2020

1.7%

1.1%

1.4%

2021

1.5%

1.5%

1.4%

*Given robust Q1 2019 GDP data, the ECB tweaked upwards its 2019
estimates in June, though that estimate remains below the 1.7% it had
calculated for 2019 back in December 2018.
Source - RBC Wealth Management

Political tensions return
On the political front, tensions are likely to increase over
the course of the next few months in response to U.S./EU
trade negotiations (particularly around the auto sector) and
a bolstered populist government in Italy. Following a strong
showing for his party in the recent European Parliament
elections, Italian coalition government leader Matteo Salvini
has resumed talk of breaching EU fiscal rules and issuing
a parallel currency. Business sentiment in Italy is likely to
deteriorate as this situation develops. Finally, the possibility of
a chaotic no-deal Brexit will also test nerves of investors and
the business sector.

Equity valuations could be lower
After a strong rally in Q1 which brought its performance in
line with the MSCI World Index, the MSCI Europe ex UK Index
now trades at 13.1x 2020 earnings, in line with its long term
average. Valuations are thus not low enough, in our view, to
reflect more mitigated growth prospects and the expected
upcoming political noise, supporting our Underweight
positioning in European equities.
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United States
Bill Kuehn, CFA – Minneapolis
• The S&P 500 closed at an all-time high following
the Federal Reserve’s signal it could cut interest rates.
Nevertheless, sentiment indicators are beginning to
crack amid the ongoing trade dispute with China. The
National Association of Homebuilders (NAHB) Sentiment
Index fell in June as the impact of higher costs from tariffs
begins to outweigh lower mortgage rates. A recent study
by the NAHB estimated that hundreds of inputs vital to
housing are impacted by tariffs, representing $21.4B worth
of goods imported from China. The Empire Manufacturing
Index and the Philly Fed Business Outlook Survey both
declined sharply in June, with the Empire Manufacturing
Index falling to the lowest levels since 2016. The University
of Michigan Sentiment Index, a measure of consumer
confidence, declined as consumers’ expectations for the
future retreated sharply. The decline in sentiment suggests
President Donald Trump’s decision to increase levies on
imports from China could begin to weigh on spending, as
negative mentions of tariffs were spontaneously made by
40% of respondents, up from 21% in May.
• Housing data dominated the economic calendar
recently, and despite the continued decline in mortgage
rates, homebuilding activity has yet to increase
materially and is unlikely to contribute meaningfully
to economic growth this year. May’s housing starts fell
0.9% m/m with the decline concentrated in single family

The 73-basis point decline in 30-year mortgage rates has
mainly boosted refinancing activity
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homes which fell 6.4%, while multi-family housing starts
provided a partial offset, rising 10.9% m/m. While weather
is partly to blame for the monthly slowdown, the broader
economic environment continues to deteriorate. Trade
tariffs have increased building material costs, and a lack of
qualified labor continues to impede homebuilding activity.
• The sharp decline in mortgage rates has mainly led to
a spike in refinancing activity as existing homeowners
take advantage of cheaper borrowing costs. Refinancings
have led to lower monthly payments for homeowners,
which has slightly boosted consumer spending, the largest
portion of the economy. May’s retail sales data came in
above estimates, growing 0.5% m/m, and helping to push
consensus Q2 GDP estimates higher, with the Atlanta Fed’s
GDP Now model tracking at 2.0% q/q.

Canada
Richard Tan, CFA & Sayada Nabi – Toronto
• During the week, the Canadian government reapproved
the Trans Mountain Expansion (TMX) project, an asset
purchased on behalf of Canadians for CA$4.5B in 2018.
Construction is expected to begin later this summer and,
while an official in-service date has not been announced,
RBC Capital Markets believes TMX can be completed
in 2022 or 2023 if there are no additional delays. Upon
completion, the expanded pipeline will be capable of
delivering 890,000 barrels per day, nearly tripling its
current capacity. The Canadian energy market has been
plagued by insufficient pipeline capacity, as demonstrated
by the discount of Western Canadian Select (WCS)
relative to West Texas Intermediate (WTI). The expansion
will provide access to new markets for domestic oil
producers and may catalyze further contraction in WTIWCS spreads. We believe the TMX can be a positive for
the broader Energy sector, though tangible construction
progress is key as the project continues to be subject to
uncertainties from potential court challenges.
• RBC Capital Markets conducted its first annual survey
to assess Canadian consumer patterns in the realm
of e-commerce. This led to the discovery that although
e-commerce has increased convenience and price
competition, it represents a low percentage of overall
Canadian retail spending. The survey revealed that
55% of respondents make 20% or less of their purchases
online, and that younger respondents are more likely
to shop online. RBC Capital Markets found that sales of
books, electronics, movies, music, and toys have shifted
to online platforms and believes these products to be
more “e-commerce friendly.” On the other hand, items
that respondents prefer to purchase in stores include
mattresses and groceries. Although RBC Capital Markets
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recognizes challenges, it regards e-commerce as a fastgrowing part of the retail landscape and notes that
Canadian retailers are focusing long-term investments
on the “last mile,” as it is quickly becoming a key
differentiator.

Japan’s exports continue to fall amid global uncertainty,
dimming the economic outlook
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• At the time of this writing, decisions are being made about
future U.K. leadership, as MPs will be narrowing the
prime minister candidate list from three to two. We think
former Foreign Secretary Boris Johnson is almost certain
to be one of the two finalists put to the Conservative
grassroot members for selection late next month, given his
wide support (157 of 311 votes on the fourth ballot). He is
also the favorite to emerge as the winner of the grassroot
vote and become the next prime minister, in our opinion.

0%

98

• Johnson has toned down his hard-Brexit rhetoric
somewhat since his main hard-Brexit rival, Dominic
Raab, was eliminated from the contest. It is unclear
what Johnson actually stands for, though he is likely
to maintain his pledge to reopen the Brexit Withdrawal
Agreement and modify the Irish backstop to appeal to
members prior to their vote. We believe his main appeal to
Conservative members is his capacity to unify his party.
• Whoever emerges will face the same difficulties as those
faced by former Prime Minister Theresa May, and, should
it be Boris Johnson, as discounted in markets, he will have
less political capital in Brussels than his predecessor, given
his long history of skepticism towards the EU. This will
make the prospect of desired renegotiations rather remote,
particularly by the tight October 31 deadline.
• The pound, which reflects Brexit uncertainty, has fallen
by as much as 5% against the U.S. dollar since early May.
A comparatively hawkish Bank of England in a globally
dovish environment enabled the currency to claw back
some of the losses recently.

Asia Pacific
Jasmine Duan – Hong Kong & Nicholas Gwee, CFA – Singapore
• U.S. President Donald Trump confirmed that he and
China’s President Xi Jinping will have an “extended”
meeting on trade at the G20 summit in Japan. Trump
also mentioned that both countries’ respective teams will
begin talks prior to the meeting. This is the first positive
development since trade talks collapsed in early May.
China’s official response was constructive but more
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measured, stating that there should be a continuation of
open communications.
• Asian equities, especially markets in China and Hong
Kong, rebounded after months of escalation in trade
tensions. But we think the rebound will be constrained,
as the likelihood of the two countries reaching a deal is still
questionable. We also don’t expect the dispute about trade
and technology issues to be resolved completely. We think
investors will remain cautious about Asian equities due to
those uncertainties.
• The Hong Kong market bounced following the
government’s suspension of the proposed extradition
bill. Chief Executive Carrie Lam won’t withdraw the bill,
but she also won’t proceed unless all concerns can be
addressed, and said it is unlikely that would happen
during the current legislative session ending next year. The
Hang Seng Properties Index, which had reacted negatively
to the proposed bill due to the economic and political
uncertainties surrounding the property sector outlook, has
rallied by 3.9% so far during the week following the bill’s
suspension.
• Japan’s exports fell for the sixth straight month as the
trade tensions added to concerns about global demand.
The value of shipments abroad fell 7.8% y/y in May.
Exports to China continued to decrease, falling 9.7% y/y.
Shipments to the U.S. rose 3.3%, while exports to Europe
declined 7.1%.
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categories. Although RBC Capital Markets, LLC ratings of Top Pick/
Outperform, Sector Perform, and Underperform most closely
correspond to Buy, Hold/Neutral and Sell, respectively, the
meanings are not the same because our ratings are determined on a
relative basis.

Explanation of RBC Capital Markets, LLC Equity Rating System

An analyst’s “sector” is the universe of companies for which the
analyst provides research coverage. Accordingly, the rating assigned
to a particular stock represents solely the analyst’s view of how that
stock will perform over the next 12 months relative to the analyst’s
sector average.
Distribution of Ratings - RBC Capital Markets, LLC Equity Research
As of March 31, 2019

Rating
Buy [Top Pick & Outperform]
Hold [Sector Perform]
Sell [Underperform]

Ratings:

Count

Percent

794
589
87

54.01
40.07
5.92

Investment Banking Services
Provided During Past 12 Months
Count
Percent
202
107
5

25.44
18.17
5.75

Top Pick (TP): Represents analyst’s best idea in the sector;
expected to provide significant absolute total return over
12 months with a favorable risk-reward ratio. Outperform (O):
Expected to materially outperform sector average over 12
months. Sector Perform (SP): Returns expected to be in line
with sector average over 12 months. Underperform (U): Returns
expected to be materially below sector average over 12
months. Restricted (R): RBC policy precludes certain types of
communications, including an investment recommendation,
when RBC is acting as an advisor in certain merger or other
strategic transactions and in certain other circumstances. Not
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Rated (NR): The rating, price targets and estimates have been
removed due to applicable legal, regulatory or policy constraints
which may include when RBC Capital Markets is acting in an
advisory capacity involving the company.

Risk Rating:

The Speculative risk rating reflects a security’s lower level of
financial or operating predictability, illiquid share trading volumes,
high balance sheet leverage, or limited operating history that result
in a higher expectation of financial and/or stock price volatility.

Valuation and Risks to Rating and Price Target

When RBC Wealth Management assigns a value to a company in a
research report, FINRA Rules and NYSE Rules (as incorporated into
the FINRA Rulebook) require that the basis for the valuation and
the impediments to obtaining that valuation be described. Where
applicable, this information is included in the text of our research
in the sections entitled “Valuation” and “Risks to Rating and Price
Target”, respectively.

Conflicts Disclosure: RBC Wealth Management is registered with
the Securities and Exchange Commission as a broker/dealer and
an investment adviser, offering both brokerage and investment
advisory services. RBC Wealth Management’s Policy for Managing
Conflicts of Interest in Relation to Investment Research is available
from us on our website at https://www.rbccm.com/GLDisclosure/
PublicWeb/DisclosureLookup.aspx?EntityID=2. Conflicts of interests
related to our investment advisory business can be found in Part 2A
Appendix 1 of the Firm’s Form ADV or the RBC Advisory Programs
Disclosure Document. Copies of any of these documents are
available upon request through your Financial Advisor. We reserve
the right to amend or supplement this policy, Part 2A Appendix 1 of
the Form ADV, or the RBC Advisory Programs Disclosure Document at
any time.

The analyst(s) responsible for preparing this research report have
received (or will receive) compensation that is based upon various
factors, including total revenues of RBC Capital Markets, LLC, and
its affiliates, a portion of which are or have been generated by
investment banking activities of RBC Capital Markets, LLC and its
affiliates.

The authors are employed by one of the following entities: RBC
Wealth Management USA, a division of RBC Capital Markets, LLC, a
securities broker-dealer with principal offices located in Minnesota
and New York, USA; by RBC Dominion Securities Inc., a securities
broker-dealer with principal offices located in Toronto, Canada;
by RBC Investment Services (Asia) Limited, a subsidiary of RBC
Dominion Securities Inc., a securities broker-dealer with principal
offices located in Hong Kong, China; and by Royal Bank of Canada
Investment Management (U.K.) Limited, an investment management
company with principal offices located in London, United Kingdom.

Other Disclosures

Research Resources

Prepared with the assistance of our national research sources.
RBC Wealth Management prepared this report and takes sole
responsibility for its content and distribution. The content may have
been based, at least in part, on material provided by our third-party
correspondent research services. Our third-party correspondent
has given RBC Wealth Management general permission to use
its research reports as source materials, but has not reviewed or
approved this report, nor has it been informed of its publication.
Our third-party correspondent may from time to time have long
or short positions in, effect transactions in, and make markets in
securities referred to herein. Our third-party correspondent may
from time to time perform investment banking or other services for,
or solicit investment banking or other business from, any company
mentioned in this report.
RBC Wealth Management endeavors to make all reasonable efforts
to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. In certain
investment advisory accounts, RBC Wealth Management or a
designated third party will act as overlay manager for our clients
and will initiate transactions in the securities referenced herein
for those accounts upon receipt of this report. These transactions
may occur before or after your receipt of this report and may have
a short-term impact on the market price of the securities in which
transactions occur. RBC Wealth Management research is posted to
our proprietary Web sites to ensure eligible clients receive coverage
initiations and changes in rating, targets, and opinions in a timely
manner. Additional distribution may be done by sales personnel via
e-mail, fax, or regular mail. Clients may also receive our research via
third-party vendors. Please contact your RBC Wealth Management
Financial Advisor for more information regarding RBC Wealth
Management research.
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This document is produced by the Global Portfolio Advisory
Committee within RBC Wealth Management’s Portfolio Advisory
Group. The RBC WM Portfolio Advisory Group provides support
related to asset allocation and portfolio construction for the
firm’s Investment Advisors / Financial Advisors who are engaged
in assembling portfolios incorporating individual marketable
securities. The Committee leverages the broad market outlook as
developed by the RBC Investment Strategy Committee, providing
additional tactical and thematic support utilizing research from the
RBC Investment Strategy Committee, RBC Capital Markets, and thirdparty resources.

Third-party disclaimers

The Global Industry Classification Standard (“GICS”) was developed by and is
the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard
& Poor’s Financial Services LLC (“S&P”) and is licensed for use by RBC. Neither
MSCI, S&P, nor any other party involved in making or compiling the GICS or any
GICS classifications makes any express or implied warranties or representations
with respect to such standard or classification (or the results to be obtained by
the use thereof), and all such parties hereby expressly disclaim all warranties of
originality, accuracy, completeness, merchantability and fitness for a particular
purpose with respect to any of such standard or classification. Without limiting
any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any
third party involved in making or compiling the GICS or any GICS classifications
have any liability for any direct, indirect, special, punitive, consequential or any
other damages (including lost profits) even if notified of the possibility of such
damages.
References herein to “LIBOR”, “LIBO Rate”, “L” or other LIBOR abbreviations
means the London interbank offered rate as administered by ICE Benchmark
Administration (or any other person that takes over the administration of such
rate).

Disclaimer

The information contained in this report has been compiled by RBC Wealth
Management, a division of RBC Capital Markets, LLC, from sources believed to
be reliable, but no representation or warranty, express or implied, is made by
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Royal Bank of Canada, RBC Wealth Management, its affiliates or any other person
as to its accuracy, completeness or correctness. All opinions and estimates
contained in this report constitute RBC Wealth Management’s judgment as of
the date of this report, are subject to change without notice and are provided
in good faith but without legal responsibility. Past performance is not a guide
to future performance, future returns are not guaranteed, and a loss of original
capital may occur. Every province in Canada, state in the U.S., and most countries
throughout the world have their own laws regulating the types of securities and
other investment products which may be offered to their residents, as well as
the process for doing so. As a result, the securities discussed in this report may
not be eligible for sale in some jurisdictions. This report is not, and under no
circumstances should be construed as, a solicitation to act as securities broker or
dealer in any jurisdiction by any person or company that is not legally permitted
to carry on the business of a securities broker or dealer in that jurisdiction.
Nothing in this report constitutes legal, accounting or tax advice or individually
tailored investment advice. This material is prepared for general circulation to
clients, including clients who are affiliates of Royal Bank of Canada, and does
not have regard to the particular circumstances or needs of any specific person
who may read it. The investments or services contained in this report may not
be suitable for you and it is recommended that you consult an independent
investment advisor if you are in doubt about the suitability of such investments
or services. To the full extent permitted by law neither Royal Bank of Canada nor
any of its affiliates, nor any other person, accepts any liability whatsoever for any
direct or consequential loss arising from any use of this report or the information
contained herein. No matter contained in this document may be reproduced
or copied by any means without the prior consent of Royal Bank of Canada.
Additional information is available upon request.
To U.S. Residents: This publication has been approved by RBC Capital Markets,
LLC, Member NYSE/FINRA/SIPC, which is a U.S. registered broker-dealer and
which accepts responsibility for this report and its dissemination in the United
States. RBC Capital Markets, LLC, is an indirect wholly-owned subsidiary of
the Royal Bank of Canada and, as such, is a related issuer of Royal Bank of
Canada. Any U.S. recipient of this report that is not a registered broker-dealer or
a bank acting in a broker or dealer capacity and that wishes further information
regarding, or to effect any transaction in, any of the securities discussed in
this report, should contact and place orders with RBC Capital Markets, LLC.
International investing involves risks not typically associated with U.S. investing,
including currency fluctuation, foreign taxation, political instability and different
accounting standards.
To Canadian Residents: This publication has been approved by RBC Dominion
Securities Inc. RBC Dominion Securities Inc.* and Royal Bank of Canada are
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separate corporate entities which are affiliated. *Member-Canadian Investor
Protection Fund. ®Registered trademark of Royal Bank of Canada. Used under
license. RBC Wealth Management is a registered trademark of Royal Bank of
Canada. Used under license.
RBC Wealth Management (British Isles): This publication is distributed by Royal
Bank of Canada Investment Management (U.K.) Limited and RBC Investment
Solutions (CI) Limited. Royal Bank of Canada Investment Management (U.K.)
Limited is authorised and regulated by the Financial Conduct Authority (Reference
number: 146504). Registered office: Riverbank House, 2 Swan Lane , London,
EC4R 3BF, UK. RBC Investment Solutions (CI) Limited is regulated by the Jersey
Financial Services Commission in the conduct of investment business in Jersey.
Registered office: Gaspé House, 66-72 Esplanade, St Helier, Jersey JE2 3QT,
Channel Islands, registered company number 119162.
To Hong Kong Residents: This publication is distributed in Hong Kong by
Royal Bank of Canada, Hong Kong Branch which is regulated by the Hong
Kong Monetary Authority and the Securities and Futures Commission (‘SFC’),
and RBC Investment Services (Asia) Limited, which is regulated by the SFC.
Financial Services provided to Australia: Financial services may be provided
in Australia in accordance with applicable law. Financial services provided by
the Royal Bank of Canada, Hong Kong Branch are provided pursuant to the
Royal Bank of Canada’s Australian Financial Services Licence (‘AFSL’) (No.
246521).
To Singapore Residents: This publication is distributed in Singapore by the
Royal Bank of Canada, Singapore Branch, a registered entity licensed by the
Monetary Authority of Singapore. This material has been prepared for general
circulation and does not take into account the objectives, financial situation,
or needs of any recipient. You are advised to seek independent advice from a
financial adviser before purchasing any product. If you do not obtain independent advice, you should consider whether the product is suitable for you. Past
performance is not indicative of future performance. If you have any questions
related to this publication, please contact the Royal Bank of Canada, Singapore Branch. Royal Bank of Canada, Singapore Branch accepts responsibility
for this report and its dissemination in Singapore.
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