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“Introduction” Section |

Global Insight is a range of client-friendly publications produced by the
Global Portfolio Advisory Committee, within the Portfolio Advisory
Group, made up of senior investment professionals in Canada, U.S., UK,
Switzerland, and China. The Committee leverages the broad market
outlook as developed by the RBC Investment Strategy Committee (RISC),
providing additional tactical and thematic support utilizing research from
RISC, RBC Capital Markets, and third-party resources.

We begin with the first page of the Global Insights. In this highlighted
section, a daily overview of investment markets, economics and returns
information are presented by our in- house Analysts to provide a brief
overview of how the markets might react in the upcoming trading day.

Daily

Wedsesday, Muy 23, 2018

Good mornin
\ Global markets are mfl;ermls mom:n%’ as Truov:% 3

P a
Crina and cast doubts on whether his summit with North
Korea will go off as scheduled on June 12 Japanese
shares are leading Asian equities lower &s Japan's PMI
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has said it sees no need to ease output restrictions
despite & fall In global stocks and concems among
consuming nations that the price rally could undermine
demand. A decision o raise output might te taken in June
when OPEC next meets to decide on its cutput policy, but

fedl 10 52.5 (vs. 53.8 pr ly) and the yen g

European markets have sold off aggressively from the
already weak open as the Euro area composite PMI
weakened 1o 54.1 this month from 55.1 previously, with
both the manufacturing and senvices PMIs contributing to
e fall. S&P futures are down 18 ponts with the FOMC
for today 1o reflect a more

hawkish stant on inflation whiie the other area of focus Is
/thoateu to be around neutral rates. j

Teday, we would hightight the faliowing:

OPEC may decide to ease oil supply curbs in June.
OPEC may decde 1o raise oil output as early as June,
due to worries over Iranian and Venezuelan supply and
after Washington ralsed concems that the od rally was
geing too far, as per industry sources familiar with the
discussions. As per the Reuters article, the Guif OPEC
nations are said %0 be leading the Initial discussions
around the timing of when the group can ncrease

cll production to coel the glotal of market. These
discussions come on the heels of crude rising above $80
a barrel last week. The OPEC and non-OPEC producers,
incuding Russia, have agreed 1o curb cutout by about
1.8 milkon barmels per day untll year-end to reduce the
oversupply of global oil stocks, but the inventory overhang
nas now falen close to OPEC's target. Thus far, OPEC

AB vabues I CAD Bokars cress othatwise roted
Friced a5 of 731 4% o0 Map 22 2018 nkess cehenwse waest

For important disclosures piease see pages 12-17,

there is no number yet of how much the group
would need to ease its oil supply curbs and now many
barrels each member can add, the sources said.

CIBC kicks off the Canadian banks' second-quarter
earnings season. The bank's eamings per-share rose
12% from & year earlier, in line with street expectations,
signalling another strong quarter for the banks overall
despite wornes about slowing home sales within certain
overheated markets in Canada. RBC Capital Markets

Is expecting #1s five peers (TD, Scotiabank. BMO, CIEC
and National Bank) to report average eamings-per-share
growth of 8% as efficiency gains and stable loan growth
combine to produce solid results in their Canadan retal
banking franchises.
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| 2. “Market Today” Section |

The Market Pulse chart included in the “Market Today” section
of the Global Insights, provides you with an overview of the Futures
of local Markets (ex: US Market), the Oversees Markets (ex:
Shanghai), Commaodities (ex: Gold ($/0z)), Currencies (ex: CADUSD)
and Fixed Income (ex: 10-Yr Treasury). Also included is the price
each were last traded at and the percentage change Pre-Market.

2

The Advancers and Decliners chart included in the “Market
Today” section of the Global Insights, provides you with an overview
of the top performing and top declining stocks Pre-Market. Also
included is the last traded price each for each equity and the
percentage change Pre-Market.
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Markets today

Equities

Global markets are weaker as risk for potential trade wars
escalates again. Ol s lower on regorts that OPEC may increase
output. S&2 futures sre down 18 points [-0.7%) ahead of the

open.

Fixed income

Following the decision to hold rates steady at the May 2nd
FOMC measting, the minutes are set to be released at 2 pm

EST today. it is expected that the focus will be on, of course,
inflation, as we'l as & debate about the neutral rate of interest.
The previous minutes from the March FOMC meeting indicated
an expectation that further fisming in the economy and stour
rrarkes tightening will drive an increase ininfistion in the
coming months, aithough the exzected increass in inflation is
unikely to justiy any change to the expected rate hiking path.
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| 3. “Strategy and Economics” Section |

The Key U.S. Economic Data Release chart included in
the “Strategy and Economics ” section of the Global Insights,
provides you with an overview of key daily events and
Analyst commentary on how these events can affect the
overall markets.

The Prior Session Highlights and Analysis chart included
in the “Strategy and Economics ” section of the Global
Insights, provides you with a visual explanation of the history
about a specified key event and also a commentary on how
the trends within this event can affect the overall outcome
of the market.

Prior Sesaion Highlights & Analysis

Richmond Fed May 10 16 -3
Manufacturing Index

"™ s Humran d Fed rices et

e o L L BT

Source: REC Wealth Management, Bloombaerg, Richmond Fedaral

Resarve
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Key developments

Strategy and economics |

== Key U.8, Economic Data Releases

Source: RBC Weaith
Managemen!, Bloomberg

MBA Mortgage May 18 2.6% 2T% New home sales are expecied 1o have cocled 4 bitin April
Applications aler a faidy strong start (o the yesr. Higher morigage
New Home Sales m/m Apr 21% 4.0% rates have yel fo loke @ material bite out of sales, with

alevaled home prices acling as tha biggest headwind,
though economists expect analher postive contribution
%0 GDP in 02

Source: RBC Westh
Managament, Blooenberg

=== Key U.8. Economic Data Roleases

MBA Mortgage Ma:ﬂ! - -2.6% 2.7%
Applications

New Home Sales m/m Apr 2.1% 4.0%

New horne sales are expecied to have cooied a bitin April
afer a faidy strong start to the year. Higher morlgage
rates have yel to fske & malecial bite out of sales, with
alevated home prices acting as the biggest headwind,
though economists expect another positive carfibution
% GDP in 02

—

—
Richmond Fed May 10 18 -3 Companies slow to pass on higher costs to
Manufacturing Index custorners

" e P S Prices Peid

it sed be s Wlies Arirtmst

Source: REC Wealth
Rasorve

9, Fedoral

)

In the only econcmic dals release of the day, the
Richruzod Fed bounced back %r the month of May o

@ bevel of 16 after a dismal April Tell to -3 ~ the lowest
el since 2016. Regioral manrufaciuring readings rarely
garner ary attantion outside of economists, but there are
always ittle kernels of information that nmvestors may find
nateworthy. For example, the Richmond Fed publishes its
sub-indices that compriss the headline readirg, incuding
haw peices are trending. Today's peint ndicated that
managers are reporting increasas in both prices pakd and
prices received, rising 2.63% and 1.75%, respectively.
Baoth of which are nea the highest! levels of the last 5
years, yel the important keenel hare is this! peices paid are
accaleraling much faster, which highlights the stickiness
of company pricing o corsumars, This region is
essantially reporting that desple skong lavels of demand
in the formn of new orders and shipments, inpul prices

are rising 0.68% faster than end-prices are being raisad
The chant shows that inflation peaks for consumers sre
often lower than for input pricas, and given te level of
cornpetition in the current markedplace, companies are
Iikely to abseeb much of the irpact from higher costs,

| —

Companies slow to pass on higher costs to
custormners

In the only sconamic dala relesse of the day, the
Richmand Fed bouncad back for the month of May o

@ Jeved of 16 aftar 8 dismal Apeil fell to -3 — the lowest
level stice 2016, Regional marufaciuring readings rarely
arnes ary attention outside of aconcenists, but thare are
always itle kernels of information that invesiors may find
noleworihy. For example, the Richmond Fed publishes |ts
sub-indices that comprise the headline reading, induding
how prices are tranding. Today's prirt indicated that
mManagers are reporing increasas in both prices paki and
prices received, rising 2.63% and 1.75%, respecively.
Both of which are near the righes! levels of the last 5
years, yed the important kernel hars is Bt prices paid are
acosleraling much faster, which highlights the sticiness
of company pricing ‘o consumers. This regien is

keeping inflstion tame relative to past cydes }

N.

essantally reporting that despite strong levels of demand
in the form of new cedars and shipments, inpu! prices

\ are riging 0.68% fastes than end-prices are being raised

The chant shows that nflation peaks for consumers are

oflen lower than for input pricas, and given he level of
compelition in the current marketplacs, companies are
likely to absorb much of the impact fram highes costs,
keepry inflation tame relstive to past oydes
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| 4. “Research Highlights” Section |

In our “Research highlights” section of the Global
Insights, we provide you with RBCCM Analyst information on
U.S. and Canadian stocks of interest, which include research
and a detailed commentary. We will also be providing you
with the analyst overall recommendation for the highlighted
companies.

U.S. equities

ExxonMobil (XOM) - §78.42
Aternpling to fum the super tanker, upgrading 1o Outperform
RBCCM: Outperform from Sector Perform (FT $100 from $60)

\

A combination of disappointing results and the acceleration of its investment plans has led Exxon 1o underperform peers

significantly recertly. That said, from now 1o 2025 RBCCM sees the potential for substantiad dwidend growth alongside
supenor retums, both of which appear underappreciated to REBCCM. 50 thay are upgradng XOM to Outparform and
raising their PT to $100 from $80. Exxon notes s key upstream projects should generate a 20% ROACE in a $60V
bk environment. while the majority of its growth s also of-linked, implying uncapped upside in s higher od price
environment. RECCM sees Exxon's future opportunity set as one of the most attractive in the sector, and expect it to
start bearing fnat from 2019

J

Salesforce.com (CRM) -$126.88
Maving Ahead
RBCCM: Outperform (FT $146 from $130)

RABCCM s ramsing estimates for revenue and EPS in FY18 and FY20, and incressing their price target to reflect the

impact of the MULE acquisibon consolidation and adoption of new accounting standards. Underlying growth was raised
for FY 19 and despite & lowering of cash fiow from operations (CFFO) growth guitance for FY 19, RBCCM anticipates a

re-acceleration of cash fow growth in FY20 and beyond 88 one-fimes costs with the acy

) are digested.

Underlying fundamentsis were strong with the service cloud segment growing 29% yly compared 1o 28% fast quarier,

marketing and commerce cloud grew 4 1% yfy compared % +33% last quarter, and the pany sigr

the

deal

In Its history during the quarter. On the negative side, bilings growth of 16% was a smaller beat compared 10 hstory,

FY18 CFFO guidance was less than expectad, and MULE revenue didn't beat expectations.

5 Global insight Dady -~ Wednescay, May 23, 2018

Research highlights

Canadian equities

SNC-Lavalin Group Inc. (SNC) - $55.24
All the pieces coming together in 2018; valuations kkely to follow higher (eventually)

REBCCM: Cutperform (PT $72 from $70)

SNC-Lavalin anr this g that it has da t agreement, in relation to the class actons in
Quebec and Ontario that were filed in 2012 on beha¥ of security holders. As part of the agreement, SNC will contribute

S8BMM (as opposed to the initial $1.258) to the setiement of both class actions. In RBCCM's view, everything is coming
together for SNC-Lavalin in 2016. The class action lawsuits are being settled, the federal government is moving ahead

Infrastructure projects.

with a DPA regime, the Champiain Bridge s tracking to targets. and the company has won several mult-biion dokiar

BRP Inc. (DOO) - §54.97
Five-year eamings scenarios point to ~§80+ share price potential
RBCCM: Sector Perform (PT $55)

RBCCM anticipates solid growth in SSVs, continued strength in PWCs, and potential for improved sales of Spyder with a
lower cost entry-leve! product launching in Sept 2018. The Sea-Doo Spark helped BRP grow both the PWC market and
BRP's share, and RBCCM anticipates further growth from toth new customers and existing customers upgrading to a
larger or more powerful PWC. RBCCM's base projects EPS hing $4.71 by F2024E, 8 ~12% CAGR driven
by revenue growth of ~5% ily. Op Q margins have impr ~40bps over the past two years and RBCCM
forecasts further improvement through F2024E, yielding EBITDA margins of 15.1% Applying current target mudtiples to

these forecasts, RECCM sees the shares trading to ~$80 over the next 3-4 years. &

BRP Inc. (DOQ) - $54.97
Five-year eamings scenanios point to ~$80+ share price potential
RBCCM: Sector Perform (PT $55)

RBCCM anticipates sobd growth in SSVs, continued strength in PWCs, and potential for improved sales of Spyder with a
lower cost entry-leve! product launching in Sept 2018. The Sea-Doo Spark helped BRP grow both the PWC market and

BRP's share, and RBCCM anticipates further growth from toth new customers and existing customers upgrading to a
larger or more powerful PWC. RBCCM's base forecast projects EPS reaching $4.71 by F2024E, a ~12% CAGR driven
by revenue growth of ~5% annually. Operating margins have improved ~40bps over the past two years and RBCCM
forecasts further improvement through F2024E, yielding EBITDA margins of 15.1%.Applying current target muitiples to

tnese forecasts, RECCM sees the shares trading 1o ~$80 over the next 3-4 years.
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5. “Technical Corner” Section

The “Technical Corner” section of the Global Insights,
provides you with a detail explanation as to how a specific
events can effect the Markets in the short-term,
intermediate term and long-term by including research and
a visual representations such as a chart to better explain key
market trends .

7 | Global Insighe Daily - Wednesday, May 23,2018

Technical corner

Bob Dickey: Current market trends

Short-Term (Days to weeks): Rally. The market indexes have been strang over the past few weeks and have recovered
about haf of the decline since the peak in January. The rally has lifted many stocks and continues to favor growth
stocks over the value stocks that tend to perform better when investors are more uncertain. There is a possibility that
the Dow Industrials and the S&P 500 could get back to their previous highs, such as the small-cap Russell 2000 has
done, but we believe there is a lot of resistance to overcome on those indexes and they may peak before that happens.
We are noting what looks like the beginning of some toppy patterns forming In some of the previcusly leading Tech
names, along with some maturing rends In the recently stronger Energy stocks that could cause the markets to stall
out. It does not appear 1o us that a major move to the upside is developing in the indexes at this time, but just ancther
move up te the higher end of the range that has been the trend so far this year.

I late-Term (Weeks to ths): Neutral. The strong uptrend in the indexes duning 2016 and 2017 appears
to be in a consoldating range that could last several more months into year-end 2016. It is very normal for even the
strongest long-term market trends to trade in & range for periods of tme that aliow the fundamental valuaton measures
to catch up to the nigher stock prices, and to alleviate some of the increased bullish optimism that alse becomes over-
extended during long nsing trends. We note in our own work that there is a g | fack of about the p

risks and a strong desire to participate in the stocks that have already made btig moves 10 the upside. We think that
better buying opportunites are created when the mood is a lot ess optimistic.

Long-Term (Four to ten years): Bufish. The Dow Industrials and the S&P have been in bull markets since 2009, and
they continue to trade in rising technical channels that imply further gan potental for many more years. We continue to
believe that the U.S. stock market is still in the mid-point of a longer-term sacular bull market that we expect to rise untl
the economy end business climate become much maore improved, which could still take many mere years to develop.
Tne theme of the bull market has been that of changing group rotation where different market sectors and groups do
better, or worse, at various times, and we expect that kind of a cycle to continue. It is usually not until much later In the
long-term trend when the market gets to the point where most groups and stocks are nising, so we think that a long-
term holder of a diversified portfolio can expect to see the current trend of vaned performance between different stock
groups for possitly several more years within an oversll bull market.

71 Global Insight Dady - Friday, May 18,2018

Technical corner

Bob Dickey: Rate resistance.

The trend on interest rates has been rising over the past 18 months, with the most recent move bringing the yield on
the 10-year Treasury note up to the 3.1% area and to the ionger-term resistance area. From here we would expect to
see some kind of a consolidation or pullback in yields in more of a range over the next several months. The support
area on the 10-year yield is around 2.5% for a possible range of mostly 2.5% to 3.1% that could hold for the rest of
this year. A clear breakout and holding above the 3.2% level would be a ger indi ofa | of the long-
term decline in yields, in our opinion. But as we can see on the chart, these shorter-term moves up in rates have
occurred many times during the past 30 years of the declining trend in rates, and we believe it is still too early to
pronounce a longer-term shift in the overall trend, despite that being a popular topic among interest rate followers.

¢ $TNX CBOE 10-Year US Treasury Yield INDX ® StockCharts.com
17-May-2018 2081 31.15 Low 20.70 Close 3102 +138 (+4.649%)

10-Year Treasury Note Yield (x10) - 30 Years

Rve

The mterest rate has moved up to the long-
term declinmg trendline as 1t has several
times within the overall downtrend

FENPSEEERESSSEEES

o0 94 es 04 1 12 14 18 18

Chart courtesy StockCharts com and RBC Wealth Management
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| 6. “Market Snapshot” Section (2) |
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The Calendar of Events chart included in the “Market 51 Giobe ightOaby - Wednesdoy, oy 24,2078
Snapshot ” section of the Global Insights, provides you with |
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Important information

Required disclosures

1
prlanaﬂon of RBC Capital Markets Rating System \

1 An analysls "sector” is the universa of companies for which the analys! provides research coverage. Accordngly, the rating
. q A58 1o & particular siock represents solely the analyst's view of how that stock wik perform aver the naxt 12 months relative
An explanation of how our Analysts at RBC Capital .m‘i“:,."...y,f, sectot Al
Markets rating system works. Ratings:

Top Pick (TP): Represents analyst's best idea in the sector, axpectsd to srovide sigrificant absoute total return over 12 menhs

with a favorable risk-roward ratio

Outporform (O): Expoctad to matarially outpariarm sector average aver 12 monds

Sector Perform [SP): Relurns expected 16 ba in line with sector avarage over 12 months,

Underperform (U): Returns expacted 1o be materialy below secler average over 12 months.

2 Restricted [R): RBC policy precudes cartan types of communcatons, Inclicing an investment racommendation, when R3C Is

; . . . acting as an advisor n carlain merger or cthar sirategic rarsacions ard in cerlain othee circumstanoas.

An overview of how RBC Capital Markets distributes the Not Ratad (NR): The rating. price targets and essraatas havs been remaved dua to appicabla legal, reguiatory or policy

constraints wnich may incude whan RBC Capftal Markets is ac3ng in an acvisory capacty imvaning the company. Risk Rating

ratingsl Firmwide as of a specific date. The Specalalive risk rasng reflects & security's lower lgvﬂo‘ financal or operating prediclabii

S,
Far purposes of ciscasng ratings daributions, reguiaiory nies requine member firms to assign & et sro%m of three
rawng categorios-Buy, Hoid/Neutral, or Seil-regardiess of a fim's own rating categores, Although RBC Capital Mkets' stock
ratngs of Top Pick/Outpariorm, Sactor Perform ang Ur most closely 1o Buy, Hokd/iNeutral afd Seb.

respectively, the meanings are nol the same because our ratings are celermined on 3 relative bass.

Distribution of Ratings
REC Capital Markets, Equity Research

As of 31-Mar-2018 s Banking

Serv./Past 12 Mos,
Rating Count Percent Count Percemt
RUY [Top Pick /Outperform] B65 5149 277 nn
HOLD [Sector Perform] 667 axs 148 2219
SELL [Underpesfarm| L] 526 ? 8.24

in he event that this is s compendium repart {covers Six of more subject companies), RBC Daminion Securifies may chocse to
provide specfic cisclosuras for the subiect companies by refarance. To access current dsclosures, chents should send & request
15 RBC Dominion Securifies, Attention: Manager, Portiolio Advisory Group, 1556 Wellinglon Street West, 177 Fioor, Torants, ON

MSV 3K7.
Distribution of Ratings Di ination of R h
REC Capital Markets, Equity Research REC Capdsl Markels er 1o make al r efforts o provide research seultaneovaly 1o al elgibie ciems. REC
As of 31-Mar-2018 fevesioent Bankisg Capral Marke's' equity research is posted to our propriotary wabsites 1o onsure eligibie chiants receie coverage inbatons and
Seey./Past 12 Mos, changes in rating, largens ard opinicns n & tmaly manner. Additional dstrivution may bo done by the sales parsonnel via emal,
fiax or reguise mail. Clients may 380 recave cur research via third party verdors. Please oontact your investment adviser of
Rating Count Percent Count Percent nsitutiona! saesperson for more infarmaton regarding RBC Capital Markets research
BUY [Top Pick ) Outperfurm) B65 5349 277 32.02
HOLD [Sector Perform) 667 412% 148 2219
SULL [Underperform] 85 $.26 7 B.24
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