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Prelude to the main event?
Kelly Bogdanova – San Francisco

While the U.S. and China circle each other and jab over trade, we believe the trade war is the undercard 
to a much broader geopolitical faceoff. Whether or not a trade deal is consummated we doubt the rivalry 
will let up. It could drift on and off the market’s radar and is something investors will have to get used to 
dealing with.

August 29,  2019

Lately the market’s attention on the U.S.-China trade dispute 
has centered on rapidly evolving, sometimes contradictory 
events—from President Trump’s biting tweet about President 
Xi’s newfound status as an “enemy”; to the tariff increase on 
$550B in Chinese goods; and then to Trump’s abrupt change in 
tone as he characterized the trade negotiations constructively. 

China’s retorts have garnered attention as well, with the latest 
coming in the form of an olive branch. China will hold off 
on retaliating against Trump’s newly planned tariff hikes to 
“prevent escalation of the trade war.”

The exchanges left many questions unanswered as market 
participants searched for clues about whether a trade deal is 
feasible, and if so, when.

It’s important for investors to stay tuned into the bigger 
picture. There is much more to the story than this sparring 
match or the current state of negotiations. To us, the trade 
dispute is merely a symptom of a simmering geopolitical 
rivalry between the U.S. and China that has the potential to 
intensify over the long term. 

Rather than an all-encompassing agreement, we think the 
best-case scenario is a cosmetic trade deal sometime before 
the 2020 U.S. presidential election—meaning, a deal that 
would initially generate some buzz and excitement but would 
prove to be light on substance in the end, similar to NAFTA 2.0.  

This is about more than the trade deficit

Source - RBC Wealth Management
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The U.S. seeks to change China’s development plans, economic 
structure, laws, regulations, and ideology. There are key reasons 
we don’t think this will happen.
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Trade deal or not, we doubt the competition between the U.S. 
and China will let up. 

Words matter
As the trade dispute has worn on, it has become clearer in 
government policy documents and statements by officials that 
the U.S. does not view China as a potential partner, but sees it 
as a competitor, at best, or a rival or enemy, depending on who 
is doing the talking. 

A hawkish view on China is uniquely bipartisan and 
nonpartisan, as there are critics of the Middle Kingdom on 
each side of the political aisle and within key agencies. 

A consequential shift occurred in early 2018, for example, 
when the Pentagon changed its nearly 20-year focus on 
terrorism as the greatest threat facing the country and instead 
put China and Russia atop the list. 

The National Defense Strategy summary report stated, 
“China is a strategic competitor using predatory economics 
to intimidate its neighbors while militarizing features in the 
South China Sea.” It argued that China’s goal is “displacement 
of the United States to achieve global preeminence.” 

Other assessments of China by U.S. government entities and 
elected officials are even more aggressive. 

How does a country forge a comprehensive trade deal if it 
views its trading “partner” as a serious threat to its hegemony? 
When push comes to shove, we don’t think it would, even if 
Trump reverts back to calling Xi his “good friend.” 

Full-court press
The other roadblock to a comprehensive deal is that, from 
China’s perspective, the Trump administration is asking for the 
moon. The U.S. seeks to change China’s development plans, 
economic structure, laws, regulations, and ideology. 

It aims to thwart China’s long-term strategic economic 
programs, Made in China 2025 and the Belt and Road 
Initiative. The U.S. views these initiatives as security threats 
and expansions of China’s state-controlled industrial and 
technology policies.

The U.S. also wants China to further reform and reduce 
support for its state-owned enterprise (SOE) system—never 
mind that China has significantly curtailed this sector over 
the past 20 years. The Trump administration is asking China 
to tighten its intellectual property laws, stop so-called forced 
technology transfers, and relax barriers for joint ventures with 
foreign companies, among other requests.

Even though some of the U.S. demands have merit and could 
be addressed at least in part in a “cosmetic” trade deal, why 
would China give up the long-term strategic goals of Made 
in China 2025 and the Belt and Road Initiative? We don’t 

China trade war/tariff risk by industry
How RBC Capital Markets industry analysts assess the risk to demand for 
the U.S. stocks they cover

Note: Scale used in survey: +2 = very positive, +1 = positive, 0 = neutral,  
-1 = negative, -2 = very negative; no industries were viewed as positive or 
very positive in this question. 

Source - RBC Capital Markets U.S. Equity Strategy, RBC Capital Markets 
estimates; table published in the August RBC Macroscope, survey from May 
2019.

think it will, and this is another reason a groundbreaking, 
comprehensive trade agreement seems unlikely. 

Get used to it
To us, the trade dispute is part of a broader geopolitical 
struggle between the U.S.-led unipolar framework that has 
existed since the end of the Cold War, and what China and 
other nations see as an inevitable shift toward a multipolar 
world order in which various powers exert authority.

The U.S.-China rivalry could play out over many years 
and drift on and off the market’s radar screen, sometimes 
impacting equity performance when trade, tariff, and 
economic growth issues surface. At other times, the rivalry 
will likely stay in the background, not driving equities in either 
direction, as is often the case with geopolitical struggles. Trade 
deal or not, we think the tensions between the two nations are 
something investors need to get used to.
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U n i t e d  S t a t e s

Bill Kuehn, CFA – Minneapolis

• Investment-grade corporate bonds remain on track to 
have the best August in 37 years. The rally in Treasuries 
has given the investment-grade bond market quite the 
tailwind, returning 3.4% month to date, which has pushed 
the year-to-date return to 14.2%. The August rally comes 
as investor risk appetite has shied away from the riskiest 
assets amid global economic growth concerns and the 
ongoing trade dispute between Washington and Beijing, 
while also seeking positive returns in a negative-yielding 
world. The average yield on BBB-rated corporate debt 
stands at 3.17%, according to Bloomberg Barclays data, the 
lowest yield since May 2013. We continue to recommend 
a Market Weight allocation to investment-grade corporate 
bonds and expect the market to continue to be supported 
as the $17T in negative-yielding debt worldwide makes the 
positive yield of U.S. corporate bonds attractive to foreign 
investors.

• The Conference Board’s Consumer Confidence Index 
eased slightly to 135.1 in August, much better than the 
consensus expectation for a drop to 129, as the strength of 
the labor market continues to keep consumer optimism 
elevated despite the constant back and forth of the U.S. 
and China trade dispute and volatile equity markets. The 
tight labor market continues to provide both income 
and employment gains, and with over 7 million open jobs 
in the United States, the share of Consumer Confidence 
Survey respondents who say jobs are currently plentiful 
jumped to 51.2%, the highest since September 2000, while 

the share saying jobs are hard to get declined to 11.8%, the 
lowest in three months.

• The second revision to Q2 GDP showed a slight drop to 
2.0% q/q; however, the revised data indicate consumer 
spending continues to drive the U.S. economy as 
business investment slows. Personal consumption was 
revised to 4.7% q/q from 4.3% q/q, and we anticipate 
the elevated consumer confidence will translate into 
continued personal consumption growth in the near term. 
The Baker, Bloom and Davis Economic Policy Uncertainty 
Index spiked to levels not seen since the 2016 election, 
and given the amount of policy uncertainty, we do not 
anticipate business investment to be a large contributor 
to economic growth until progress toward trade 
agreements begin to take shape.  

C a n a d a

Carolyn Schroeder & Sayada Nabi – Toronto

• The Canadian inflation rate hit the Bank of Canada’s 
(BoC) target for a second straight month, providing a 
stretch of price stability that is unlikely to weigh heavily 
on the central bank’s interest rate decision in September. 
Headline inflation rose 0.5% m/m and 2.0% y/y in July 
as underlying inflation trends still look solidly anchored 
around the BoC’s 2.0% target rate. Excluding food and 
energy products (whose prices are volatile), prices were 
up 2.2% from a year ago. According to RBC Economics, 
the central bank’s preferred “core” measures averaged 
2.0% once again, extending the tight 1.9%–2.1% range that 
began in February 2018 for another month. The prospects 
of the BoC following the Fed and other global peers with 
lower interest rates have increased as the U.S.-China trade 
dispute intensified. Nonetheless, the Canadian economy 
has continued to perform well, underscored by resilient 
near-term price and economic growth trends, which may 
afford the BoC flexibility to remain patient on monetary 
policy moves. 

• Canadian manufacturing sales declined 1.2% m/m in June. 
Although the data was soft, Canadian investors feared the 
possibility of a much more significant drop amid a sharp 
decline of exports in June. RBC Economics attributes 
the fall in manufacturing sales to a decrease in prices, 
specifically a 5% drop for petroleum and coal. Despite 
the drop in manufacturing sales in June, manufacturing 
sales volumes in Q2 increased 7.3% q/q and were up 
2.9% y/y. RBC Economics believes this puts Canada on 
track for about a 3% increase in Q2 GDP. One of the most 
visible headwinds for the Canadian manufacturing sector 
stems from the U.S.-China trade dispute. The ongoing 

Source - RBC Wealth Management, Bloomberg; data through 8/29/19
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conflict between the world’s two largest economies has 
adversely impacted U.S. manufacturing output, as well as 
sentiment in the sector, with negative spillover effects in 
Canada.  

E u r o p e

Frédérique Carrier & Thomas McGarrity, CFA – London

• U.K. Prime Minister Boris Johnson added a new twist to 
the Brexit saga during the week as he moved to suspend, 
or prorogue, Parliament from September 11 to October 
14. He thereby reduces the time the House of Commons 
might have to thwart a “no deal” Brexit before the October 
31 deadline. 

• Traditionally, Parliament takes a three-week pause in the 
autumn due to the political parties’ annual conferences. 
While it may seem like a casual extension to the normal 
period of inactivity, this hiatus is unusual in several 
respects. Members of Parliament (MPs) usually get to 
vote on a recess and its length, it is not imposed on them. 
Moreover, some parliamentary business usually continues 
even as party conferences take place, whilst prorogation 
shuts down all parliamentary activity. 

• The prime minister’s tactics are being contested and 
legal challenges are likely to take place. As the Queen, 
adhering to constitutional tradition, has already given 
her assent, it is unclear whether the challenges will be 
successful. 

• Moderate MPs of all parties opposed to “no deal” will 
nevertheless continue to attempt to work together 
to avoid a “no deal” outcome. This is a tall order, not 
only due to the even more limited time available if the 
parliamentary prorogation goes ahead, but also due to the 
various political factions with different aims and priorities. 

• Some progress was made during the week, as Labour 
leader Jeremy Corbyn agreed with other opposition leaders 
that the first action when Parliament returns from summer 
recess on September 3 should be to table legislation to 
force the prime minister to seek an extension to the 
October 31 deadline. This legislation should have the 
support of the 30 or so moderate Conservatives MPs 
opposed to “no deal”. Plan B is a vote of no confidence 
in the government, though here, votes from moderate 
Conservative MPs could prove more difficult to gather 
as many would likely hesitate to topple their own prime 
minister, perhaps risking an election and an opposition 
government. 

• Those developments increase further the probability of 
a “no deal” Brexit and, as such, the pound retraced some 
of its gains made since mid-August. With Parliament 

reconvening in less than a week, we expect headline risk 
to spike and volatility, particularly in the currency, to 
remain very high.

A s i a  P a c i f i c

Jasmine Duan – Hong Kong & Nicholas Gwee, CFA – Singapore 

• It’s all about tariffs again. Asian equities fell during the 
week after U.S. President Donald Trump announced 
additional tariffs on Chinese imports and asked American 
corporations to pull out of China. 

• To support the slowing economy and partially offset the 
impact from tariffs, the Chinese government rolled out 
a series of guidelines to further encourage household 
consumption. Measures include exploring ways to 
gradually loosen or remove car-purchase limits, and 
supporting new-energy vehicle (NEV) purchases in some 
areas. The government also plans to stimulate sales of 
home appliances and incentivize tourism, among other 
initiatives. We don’t expect the measures to boost auto 
sales meaningfully. The impact of the slowing economy 
and the change in the national emission standard may 
continue to adversely affect auto sales during the year. 

• In addition to local protests, trade tensions and 
weakening global growth are clearly affecting Hong 
Kong’s economy, one of the key trade centers in Asia. 
Hong Kong’s exports contracted for the ninth straight 
month in July, falling 5.7% y/y to HK$338.6B (US$43.2B). 
Imports tumbled 8.7% y/y to HK$370.8B, below the 
consensus estimate. Imports from Malaysia, Korea, and 
Singapore declined the most. 

• South Korea criticized Japan for downgrading Seoul’s 
trade status and accused Prime Minister Shinzo 
Abe of treating it as an “adversary”. Japan stated the 
decision was purely due to national security concerns. It 
downgraded the trade status after South Korea’s Supreme 
Court ordered several Japanese companies to pay 
reparations for forced labor during World War II.   

• China Construction Bank (CCB), the country’s second-
largest bank, reported H1 2019 results with net profits up 
5% y/y, which largely met estimates. However, net interest 
margins contracted, falling short of the consensus 
estimate. In addition, deposit growth of 1% q/q in Q2 
2019 was slower than industry growth of 2% q/q. Overall, 
we think banking sector sentiment remains weak. The 
market has been concerned that the slowing economy 
will affect loan growth. Also, Chinese banks have been 
asked by the government to offer more loans to smaller 
businesses. Investors worry such a policy would negatively 
affect asset quality.
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Data as of August 29, 2019

Source - Bloomberg. Note: Equity returns do not include dividends, except for the Brazilian Ibovespa. Bond yields in local currencies. Copper Index data and U.S. 
fixed income returns as of Wednesday’s close. Dollar Index measures USD vs. six major currencies. Currency rates reflect market convention (CAD/USD is the 
exception). Currency returns quoted in terms of the first currency in each pairing. Data as of 9:35 pm GMT 8/29/19.

Examples of how to interpret currency data: CAD/USD 0.75 means 1 Canadian dollar will buy 0.75 U.S. dollar. CAD/USD 2.6% return means the Canadian dollar 
rose 2.6% vs. the U.S. dollar year to date. USD/JPY 106.51 means 1 U.S. dollar will buy 106.51 yen. USD/JPY -2.9% return means the U.S. dollar fell 2.9% vs. the 
yen year to date.

Govt bonds (bps chg) Yield MTD YTD 1 yr 2 yr

U.S. 10-Yr Tsy 1.496% -51.8 -118.8 -138.8 -63.3

Canada 10-Yr 1.147% -33.0 -82.0 -117.5 -69.2

U.K. 10-Yr 0.436% -17.5 -84.1 -105.3 -56.4

Germany 10-Yr -0.692% -25.2 -93.4 -109.6 -103.4

Fixed Income (returns) Yield MTD YTD 1 yr 2 yr

U.S. Aggregate 2.12% 2.7% 9.2% 10.4% 9.2%

U.S. Invest Grade Corp 2.79% 3.4% 14.2% 13.7% 12.6%

U.S. High Yield Corp 5.77% 0.2% 10.8% 6.3% 10.3%

Currencies Rate MTD YTD 1 yr 2 yr

U.S. Dollar Index 98.4480 -0.1% 2.4% 4.1% 6.7%

CAD/USD 0.7522 -0.8% 2.6% -2.9% -5.9%

USD/CAD 1.3294 0.8% -2.5% 3.0% 6.3%

EUR/USD 1.1058 -0.2% -3.6% -5.5% -7.6%

GBP/USD 1.2182 0.2% -4.5% -6.5% -5.7%

AUD/USD 0.6728 -1.7% -4.6% -8.0% -15.4%

USD/JPY 106.5100 -2.1% -2.9% -4.6% -2.9%

EUR/JPY 117.7800 -2.2% -6.4% -9.9% -10.3%

EUR/GBP 0.9077 -0.4% 1.0% 1.0% -2.1%

EUR/CHF 1.0910 -0.9% -3.1% -4.0% -4.6%

USD/SGD 1.3876 1.0% 1.8% 1.6% 2.4%

USD/CNY 7.1445 3.8% 3.9% 4.7% 8.3%

USD/MXN 20.1364 5.2% 2.5% 6.2% 12.9%

USD/BRL 4.1691 9.3% 7.6% 1.5% 31.8%

Equities (local currency) Level MTD YTD 1 yr 2 yr

S&P 500 2,924.58 -1.9% 16.7% 0.4% 19.6%

Dow Industrials (DJIA) 26,362.25 -1.9% 13.0% 0.9% 20.6%

NASDAQ 7,973.39 -2.5% 20.2% -1.7% 26.5%

Russell 2000 1,496.72 -4.9% 11.0% -13.7% 8.2%

S&P/TSX Comp 16,384.49 -0.1% 14.4% 0.0% 8.6%

FTSE All-Share 3,939.37 -4.7% 7.2% -5.5% -2.0%

STOXX Europe 600 376.74 -2.3% 11.6% -2.5% 2.3%

EURO STOXX 50 3,411.33 -1.6% 13.7% -1.3% 0.7%

Hang Seng 25,703.50 -7.5% -0.6% -9.5% -7.4%

Shanghai Comp 2,890.92 -1.4% 15.9% 4.4% -14.1%

Nikkei 225 20,460.93 -4.9% 2.2% -10.4% 5.7%

India Sensex 37,068.93 -1.1% 2.8% -4.3% 18.1%

Singapore Straits Times 3,081.83 -6.6% 0.4% -5.0% -5.2%

Brazil Ibovespa 100,524.40 -1.3% 14.4% 28.2% 40.9%

Mexican Bolsa IPC 41,831.30 2.4% 0.5% -16.6% -18.5%

Commodities (USD) Price MTD YTD 1 yr 2 yr

Gold (spot $/oz) 1,527.23 8.0% 19.1% 26.6% 16.6%

Silver (spot $/oz) 18.24 12.2% 17.7% 23.6% 4.9%

Copper ($/metric ton) 5,673.00 -3.9% -4.6% -6.6% -16.2%

Oil (WTI spot/bbl) 56.71 -3.2% 24.9% -18.4% 22.1%

Oil (Brent spot/bbl) 60.98 -6.4% 13.3% -20.9% 17.3%

Natural Gas ($/mmBtu) 2.29 2.4% -22.2% -21.0% -22.8%
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6  |  Global Insight Weekly

August 29, 2019  |  RBC Wealth Management

A u t h o r s

Kelly Bogdanova – San Francisco, United States
kelly.bogdanova@rbc.com; RBC Capital Markets, LLC

Bill Kuehn, CFA – Minneapolis, United States
william.kuehn@rbc.com; RBC Capital Markets, LLC

Carolyn Schroeder – Toronto, Canada
carolyn.schroeder@rbc.com; RBC Dominion Securities Inc.

Sayada Nabi – Toronto, Canada
sayada.nabi@rbc.com; RBC Dominion Securities Inc.

Frédérique Carrier – London, United Kingdom
frederique.carrier@rbc.com; Royal Bank of Canada Investment Management (U.K.) Ltd.

Thomas McGarrity, CFA – London, United Kingdom
thomas.mcgarrity@rbc.com; Royal Bank of Canada Investment Management (U.K.) Ltd.

Jasmine Duan – Hong Kong, China
jasmine.duan@rbc.com; RBC Investment Services (Asia) Limited

Nicholas Gwee, CFA – Singapore
nicholas.gwee@rbc.com; Royal Bank of Canada, Singapore Branch

D i s c l o s u r e s  a n d  D i s c l a i m e r

Analyst Certification
All of the views expressed in this report accurately reflect the 
personal views of the responsible analyst(s) about any and all 
of the subject securities or issuers. No part of the compensation 
of the responsible analyst(s) named herein is, or will be, directly 
or indirectly, related to the specific recommendations or views 
expressed by the responsible analyst(s) in this report.

Important Disclosures
In the U.S., RBC Wealth Management operates as a division of RBC 
Capital Markets, LLC. In Canada, RBC Wealth Management includes, 
without limitation, RBC Dominion Securities Inc., which is a foreign 
affiliate of RBC Capital Markets, LLC. This report has been prepared 
by RBC Capital Markets, LLC. which is an indirect wholly-owned 
subsidiary of the Royal Bank of Canada and, as such, is a related 
issuer of Royal Bank of Canada.

Non-U.S. Analyst Disclosure: Carolyn Schroeder and Sayada Nabi, 
employees of RBC Wealth Management USA’s foreign affiliate RBC 
Dominion Securities Inc.; Frédérique Carrier and Thomas McGarrity, 
employees of RBC Wealth Management USA’s foreign affiliate 
Royal Bank of Canada Investment Management (U.K.) Limited; 
Jasmine Duan, an employee of RBC Investment Services (Asia) 
Limited; and Nicholas Gwee, an employee of Royal Bank of Canada, 
Singapore Branch contributed to the preparation of this publication. 
These individuals are not registered with or qualified as research 
analysts with the U.S. Financial Industry Regulatory Authority 
(“FINRA”) and, since they are not associated persons of RBC Wealth 
Management, they may not be subject to FINRA Rule 2241 governing 
communications with subject companies, the making of public 
appearances, and the trading of securities in accounts held by 
research analysts.

In the event that this is a compendium report (covers six or more 
companies), RBC Wealth Management may choose to provide 
important disclosure information by reference. To access current 
disclosures, clients should refer to https://www.rbccm.com/
GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntityID=2 to view 
disclosures regarding RBC Wealth Management and its affiliated 
firms. Such information is also available upon request to RBC 
Wealth Management Publishing, 60 South Sixth St, Minneapolis, MN 
55402.

References to a Recommended List in the recommendation history 
chart may include one or more recommended lists or model 
portfolios maintained by RBC Wealth Management or one of its 
affiliates. RBC Wealth Management recommended lists include 
the Guided Portfolio: Prime Income (RL 6), the Guided Portfolio: 
Dividend Growth (RL 8), the Guided Portfolio: ADR (RL 10), and 
the Guided Portfolio: All Cap Growth (RL 12). RBC Capital Markets 
recommended lists include the Strategy Focus List and the 
Fundamental Equity Weightings (FEW) portfolios. The abbreviation 
‘RL On’ means the date a security was placed on a Recommended 
List. The abbreviation ‘RL Off’ means the date a security was 
removed from a Recommended List.

Distribution of Ratings
For the purpose of ratings distributions, regulatory rules require 
member firms to assign ratings to one of three rating categories 
- Buy, Hold/Neutral, or Sell - regardless of a firm’s own rating 
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.

Ratings:
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 

As of June 30, 2019

Rating Count Percent Count Percent
Buy [Top Pick & Outperform] 772 53.57 215 27.85
Hold [Sector Perform] 588 40.80 114 19.39
Sell [Underperform] 81 5.62 2 2.47

Investment Banking Services 
Provided During Past 12 Months

Distribution of Ratings - RBC Capital Markets, LLC Equity Research

https://www.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntityID=2
https://www.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntityID=2


7  |  Global Insight Weekly

August 29, 2019  |  RBC Wealth Management

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.

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.

Other Disclosures
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.

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 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.

Research Resources
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 third-
party 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 



8  |  Global Insight Weekly

August 29, 2019  |  RBC Wealth Management

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, indirect or consequential loss arising from, or in connection with, 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 written 
consent of Royal Bank of Canada in each instance. 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 
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. 

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.

© RBC Capital Markets, LLC 2019 - Member NYSE/FINRA/SIPC
© RBC Dominion Securities Inc. 2019 - Member Canadian Investor Protection Fund 
© RBC Europe Limited 2019
© Royal Bank of Canada 2019 
All rights reserved
RBC1253


