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Stance

Global asset class views
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other asset classes or regions.

Source - RBC Wealth Management

Equities
= In 2025, global equity markets have the potential to add to the strong gains

of the past two years. We believe this would require economic and earnings
growth that don’t falter.

In addition to the pro-growth tax and regulatory policies of the incoming
Trump administration, markets may need to contend with the most
aggressive tariff policies in almost 100 years. This makes central banks’ job
of forecasting inflation and GDP growth, and properly calibrating interest
rates, more complex. Although moves out of Washington are rarely the
sole determinant of the fate of the U.S. and other major economies, global
markets will pay closer attention to U.S. policies this year, which could
generate both volatility and opportunities.

At this stage, RBC Capital Markets anticipates mid-single-digit gains for

the S&P 500 in 2025. Already-stretched valuations and increasingly frothy
investor sentiment readings argue to us that the appropriate positioning for
the year ahead in a global balanced portfolio would have equities at, but not
above, the long-term target exposure. We recommend an approach that is
“watchful, cautious, but invested.”

Fixed income
= Global bond yields remained largely steady in Q4 2024, with the average

yield on the Bloomberg Global Aggregate ex-USD Index hovering around
2.6%. The same can’t be said for U.S. yields, where the average yield on the
Bloomberg U.S. Aggregate Bond Index jumped to nearly 5.0% from a low

of 4.2% at the start of October. A hawkish Fed meeting in December, with
policymakers seeing far fewer rate cuts in 2025 on renewed inflation risks,
drove the move, while global central banks appear to remain largely on track
to proceed with policy rate easing this year.

In the U.S., we reduced our position in U.S. Treasuries in early December to
Underweight from Overweight on the expectation that the Fed could cut
rates less than global central banks. As a result, we increased our global
developed market bond allocation to Market Weight from Underweight.

We reiterate our Market Weight stance on U.S. fixed income with yields
remaining above multi-decade averages. Globally, we favor sovereign bonds
over corporate bonds as we think valuations in the latter remain historically
rich.
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Trend & Cycle
2025 Technical Outlook

The following is a summary of our Technical Outlook published

in December. We believe our approach provides an important
perspective by studying the market’s trends and cycles

using technical analysis. The combination of both a macro-
fundamental and technical approach can identify where the two
agree and/or disagree, providing a more informed view of market
dynamics for investors.

At the beginning of each year, investors often step back to assess the
risks and opportunities that may develop in the year ahead based on their
expectations for corporate profitability underpinned by the prospects for
economic growth, inflation, interest rates, government policy, geopolitics,
etc. Combining this “macro” view with our technical approach can provide
a helpful context for making investment decisions.

The chart below illustrates that the U.S. equity market moves through
expansion and contraction/consolidation cycles lasting roughly 16-18
years. Looked at this way, we see potential for the current cycle to last into
the mid-2030s before another extended period of sideways consolidation
develops. While multi-quarter pullbacks often develop along the way, the
takeaway is to stay invested in the current longer-term uptrend.
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Bull market cycles

The structural bull markets of the 1950s-1960s, 1980s-1990s, and
2010s-2020s are made up of smaller stair-step cycles that bottom roughly
every four years, often near a rising four-year moving average. These
four-year cycles are by no means symmetrical, with some cycles extending
beyond the usual two- to three-year rallies followed by a 9- to 12-month
correction, of which 1987 and 2007 are two examples.

TREND & CYCLE
2025 TECHNICAL OUTLOOK

What drives these cycles? Liquidity provided by central banks and the
response to that liquidity by the economy and corporate earnings are

the primary catalysts, in our view. Although returns vary significantly for
each four-year cycle, during structural bull markets the average four-year
cycle upside has been near 110%, while the average decline has been 23%.
Interestingly, the 2020-2021 bull market (+120%) and 2022 bear market
(-27%) line up with the historical averages.

We think the implication for the current cycle that bottomed in Q4 2022 is
that equities should see further upside in 2025 with a corrective window
likely in 2026. The current four-year upcycle bottomed in Q4 2022 at the
rising red four-year moving average, and after breaking out to new highs in
early 2024, it remains in an uptrend (see chart below).
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Pause points

Once a market or security moves to new highs, one technical method to
identify potential upside pause points is to take the prior trading range,

in this case the 2022-2024 range, and multiply it by 1.618 and 2.618 (both
derived from the Golden Mean). We appreciate this may seem like an odd
way to forecast potential upside levels, but we are impressed by how often
markets inflect near these arithmetic markers. Interestingly, the first 161.8%
extension was where the S&P 500 and Nasdaq 100 Indexes stalled in July.
While we expect a volatile H1 2025, the next upside level for the S&P 500 is
near 7000 at the 261.8% extension level.

While this suggests to us further upside in 2025, after a two-year rally,

the cycle may be at risk of maturing. The momentum indicator in the top
panel of the chart has proven useful to track prior three- to four-year
market cycles. After bottoming in Q4 2022, that indicator transitioned into
overbought territory and could be at risk of turning negative in 2025. What
could cause the current equity cycle to peak? Higher bond yields are often
the culprit. While our expectation is for the U.S. 10-year yield to trade in a
band between 3.25% and 5%, a move above 5% would likely be a catalyst
for the current equity cycle to peak.

Monthly cycle momentum
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Tracking market breadth

Looking beyond the S&P 500, a major concern for investors has been the
narrow leadership in a handful of large growth stocks.

The S&P 500 Equal Weight Index and NYSE cumulative advance-decline line
(see charts below) remove much of the distortion caused by the surging
mega-cap growth stocks and provide a gauge of how the average smaller
stock is behaving.

Until late December 2024, participation (as measured by the S&P 500 Equal
Weight Index and the number of stocks advancing versus declining) had
been improving since Q4 2023. The key takeaway from these charts is that
while a near-term pullback is underway, their trends remain positive with
support beginning near their rising 40-week moving averages.

A break below the rising 40-week moving average would be of greater
concern, in our view. This break was the negative technical signal that
developed for the NYSE cumulative advance-decline line in Q12022 at the
beginning of the bear market (indicated by the blue arrow). Here again, we
view a move above 5% by the U.S. 10-year yield to be the main risk to the
maintenance of the uptrend.
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Key levels for interest rates

With interest rates playing a dominant role in how investors value asset
classes, the trend for the U.S. 10-year bond will remain a major technical
focus for us through 2025.

As noted earlier, the major catalyst for equity market participation to
broaden in Q4 2023 was the U.S. 10-year yield peaking at 5%, before
trending lower within a range through 2024.

Our base case is that the 10-year yield will remain in that 3.25%-5.00%
range through most of 2025 with one- to two-quarter swings likely to define
the trading range. To track these swings, we use a simple momentum
indicator (bottom panel in the chart below) which has proven useful

for identifying turning points through 2024. Our expectation is that this
indicator will develop another tactical peak in early Q1.

Risk: We continue to view the band between approximately 4.7% and
5.0% as an important upside threshold, and while our base case is for
rates to peak under that level, we think a move above that range would
signal an important breakout with the next upside level just below 6.0%,
corresponding to a 161.8% extension of the 2024 trading range. As noted
earlier, a move above 5% is likely to exert meaningful downside pressure
on equity markets.
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Sector rotation

We think of equity sectors as falling within three main
categories: structural growth, cyclical growth, and
defensive.

Given the S&P 500 is dominated by large-cap growth
stocks, notably in Technology and Communication
Services, our technical outlook for structural growth
stocks aligns with our outlook for the S&P 500
discussed above. In short, these growth stocks remain
in positive trends but are, in our opinion, less timely for
establishing new positions at current levels following
very large two-year advances.

Cyclicals, those sectors that are the most responsive to
the underlying economy, tend to be volatile, with one-
to two-quarter rebounds followed by choppy, multi-
month trading ranges. The S&P 500 Industrials and
Financials sector chart below illustrates these multi-
month swings from within a longer-term bullish uptrend
that accelerated in Q4 2023 after interest rates peaked

at 5%. After pausing through H12024, cyclicals rallied
strongly through Q3 into Q4 of this past year, with the
post-election rally leading both sectors to peak near
technical extension levels. While both sectors remain in
longer-term uptrends, the technical backdrop suggests
to us that investors should remain patient for better
entry points in Q1.

Lastly, defensive sectors, such as Utilities, Consumer
Staples, Health Care, and Real Estate, have
dramatically underperformed the S&P 500 since the
bull market began in Q4 2022. While we see no evidence
of a relative performance reversal developing for these
areas, a growing list of what we view as defensive
stocks is becoming oversold, and with the S&P 500’s
cycle momentum becoming advanced, we expect to see
more timely opportunities developing in these sectors
moving through the first half of 2025.
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Benefit of the doubt

As the new year gets underway,
investors find themselves in much the
same place they were 12 months ago.
Back in January of 2024, following a
very strong market advance through
all of 2023, the S&P 500 Index looked
expensive at 22x the latest 12-month
earnings—$219 per index share.
Adding to the perception of market
vulnerability at the time was the fact
that most of the earnings growth

that year, as well as virtually all the
price-to-earnings (P/E) valuation
premium which had built up, was
largely attributable to a concentrated
group of megacap growth stocks—the
so-called “Magnificent 7” (Alphabet,
Amazon, Apple, Meta, Microsoft,
NVIDIA, and Tesla).

The S&P 500 minus those very strong
performing stocks was trading at

an easier-to-justify P/E multiple in
the mid-to-high teens. The same

was true for all the major equity
indexes outside the U.S., including
Canada’s TSX Composite and the
MSCI indexes for the UK, Europe, and
Japan. These non-U.S. indexes had no
exposure to the “Magnificent 7” and
comparatively few megacap growth
stocks of any stripe.

Fast forward to today and one finds
the picture looks much the same

but different. A second consecutive
year of powerful advances for the
S&P 500 and the TSX is behind us.
Gains for Europe, the UK, and Japan
in the low double-digits were above-
average but less dynamic. Valuations
moved higher as well. The S&P 500
ended the year at a rich 24.4x full-
year consensus earnings estimates
of $243 per share, up from 22x a

year ago. Most other markets also
added a couple of multiples to their
valuations, suggesting to us that
investors everywhere have become
more confident and comfortable over
the course of the past 12 months.

That interpretation appears to be
borne out by several sentiment
indicators:

Equity views

Region Previous Current
Global = =
United States = =
Canada = =
Continental Europe = —
United Kingdom — —
Asia (ex )apan) = =

Japan = =

+ Overweight; = Market Weight; — Underweight
Source - RBC Wealth Management

m The percentage of respondents to
the University of Michigan’s Survey of
Consumers who have expected stock
prices to rise has been rising sharply
since the 2022 lows, albeit without yet
reaching new highs.

m A similar question in the
Conference Board’s Consumer
Confidence Survey for October saw
51.4% of respondents expecting
higher stock prices 12 months hence,
the highest positive response since
the question was first posed in 1987.
The November response surged past
the October high-water mark to post
a new all-time high of 57.2% before
easing back to a still-elevated 52.9%
in the December survey.

m The bullish positioning in S&P

500 futures by funds and reporting
institutions is off only fractionally
from the all-time high set in October,
which itself was well beyond previous
peaks.

Elevated readings from such
indicators do not mean the S&P 500
can’t move higher. But they do form
part of a larger picture in which
there looks to us to be a potentially
precarious balance between
expectations for a richly valued
market to go even higher on the part
of an historically high percentage of
individual investors at a time when
fund managers have committed very
one-sidedly to a bullish outcome.
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Meanwhile, over the past several

GLOBAL EQUITY months the 10-year U.S. Treasury

bond yield has moved up from 3.63%
to 4.58%. This has made those
anticipated stock market gains
harder to achieve because higher
interest rates make the discounted
present value of all future earnings
(and hence the value of an individual
company or the market) worth less
than it had been.

In order to overcome this value
compression induced by higher bond
yields, we will need to see those
yields coming down or future earnings
growing faster than investors expect,
or some combination of the two if
the market is to rise sustainably from
here. But getting bond rates down
and earnings up will be a challenge.
S&P 500 consensus earnings growth
is already forecast to accelerate to
13% this year from 11% in 2024. For
earnings growth to remain in double
digits beyond 2025 would probably
require faster GDP growth than the
market is forecasting, a situation
that would likely be inflationary.
There is not a lot of excess capacity
in the U.S. economy, particularly in
the labor market where the threat of
deportations looms.

For now, however, investors may see
strong earnings growth into 2025 and
beyond as being plausible, potentially
opening a path to more new highs for

S&P 500 annual returns
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the stock market and perhaps even
a higher P/E multiple. (Historically,
two above-average years back to
back in the market has not ruled out
a third or a fourth—see chart.) But
GDP growth looks to have slowed in
2024 and most forecasts (including
our own) have it slowing further in
2025.1f quarterly data starts to make
that downshift in growth apparent to
investors by the middle of the year,
then we believe today’s complacency
about the direction of stock prices is
likely to erode.

For our part, we think portfolios
should stay committed to equities

up to but not beyond their long-

term targeted exposure. Our
Technical Outlook for the year ahead
argues that upward momentum for
the S&P 500 may be peaking, which
would suggest a more challenging
period for share prices might arrive in
the second half.

We continue to monitor market
breadth closely. So far, so good. As
long as the direction of the majority
of S&P 500 stocks continues to move
in sync with the index itself, our
preference will be to give this uptrend
the benefit of the doubt. But with

the technical work indicating that an
inflection point may arrive later in the
year, for now “cautious, watchful, but
invested” will remain our watchwords.

2001
2006
2011
2016
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2026
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The Fed at risk of a missed

approach?

The U.S. Federal Reserve’s policy
meeting in December marked a sharp
reversal in sentiment compared

to the September meeting. In the
autumn, as the chart shows, just
three policymakers saw further
upside risks to inflation, with the
majority seeing the risks as balanced
and inflation on a glide path back

to the Fed’s 2% target. That flipped
almost entirely in December with the
vast majority seeing renewed upside
risks.

The key contributors to the Fed’s
change in thinking, in our view, were
a lack of further progress in some
recent inflation data, paired with
heightened inflationary risks and
uncertainty around the potential
policy plans of the incoming Trump
administration.

The net result is that Fed
policymakers halved the number of
projected interest rate cuts in 2025,
from four to just two, suggesting rates
could settle at a 3.75% to 4.00% range
sometime this year, down from 4.25%
to 4.50% currently. After consecutive
rate cuts at the September,

Renewed inflation risks?

Fixed income views

Gov’t  Corp.
Region bonds credit Duration
United
States - B 37
Canada + = 3-7
Continental
Europe + = 377
United
Kingdom + - 37

+ Overweight; = Market Weight; - Underweight
Source - RBC Wealth Management

November, and December meetings,
we expect the Fed to skip a rate cut
at its meeting this month, followed by
a cut in March. We believe the path
from there will depend on how the
economic data develops.

While developments at the Fed

jolted U.S. fixed income markets in
mid-December, with the benchmark
10-year Treasury yield touching its
highest levels since April 2024 at over
4.6%, global central banks remain on
track for further policy easing in 2025,
in our view. The Bank of Canada, amid
soft economic growth, looks set to do

Federal Open Market Committee members seeing upside risks to inflation
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Sovereign yield curves
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3.0% K —
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the most by cutting rates to 2.00% by
year-end per RBC Capital Markets,
compared to 3.25% currently after a
50 basis point (bps) cut in December.
We see the Bank of England cutting
by 100 bps to 3.75% and the European
Central Bank lowering rates by 75 bps
to 2.25%.

Central bank rates (%)
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Source - RBC Investment Strategy Committee,
RBC Capital Markets forecasts, Global Portfolio
Advisory Committee, RBC Global Asset
Management
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U.S. RECESSION

Scorecard

New year, same Scorecard

For most of the first half of last year
the Scorecard—that had been all
expansionary “green” in 2021—looked
to be sliding inexorably toward all
recessionary “red.” However, the
second half saw little to no movement
among the indicator ratings. And, as
the U.S. economy enters 2025, the
Scorecard’s leading indicators are
looking more undecided than ever.
One or two could ease back into more
optimistic ratings if some modestly
positive trends were to firm up, while
others could become more negative.

Many are of the view that time

has run out on the possibility of a
recession arriving in the wake of a
Fed rate-hiking cycle that looks to
be over. It would be nice to think so,
but we think there are at least two
“clocks” still ticking.

Recessions since the early 1950s have
started an average of 10 quarters
after the first Fed rate hike. We have
just completed the 11th. For more
than half those recessions, the first-
hike-to-recession gap was longer
than the 10-quarter average.

And, as noted below, the yield curve
had de-inverted before or just as the
recession got underway for seven
of the past 10 U.S. recessions. De-

U.S. Recession Scorecard

Indicator

Yield curve (10-year to 1-year Treasuries)

inversion in the current instance
occurred in November.

On balance, we are of the view
that a mixed Scorecard argues for
a watchful, cautious approach for
investors.

Yield curve

In November, the yield curve finally
returned to a normal positioning—
that is, short-term Treasury yields

are once again lower than long-

term yields. Most of this shift from
inversion to normalization of the
curve occurred in the last four
months of the year as a succession of
Fed rate cuts lowered short yields by
about 100 basis points. Over the same
interval, the 10-year Treasury yield
was heading in the opposite direction,
rising by about 100 basis points, as
investors worried that inflation might
stay higher than hoped under the
influence of a stronger-than-expected
U.S. economy and the prospect for
broad implementation of tariffs.

This crossover late last year ended
the longest-ever inversion of the
curve—29 months—from July 2022
to November 2024. The good news
is that the drag from the extended
period of tight monetary conditions

Status

Neutral/

Expansionary Cautionary Recessionary

Unemployment claims

Unemployment rate

Conference Board Leading Economic Index

Non-financial corporate cash flows

ISM New Orders minus Inventories

Fed funds rate vs. nominal GDP growth

Source - RBC Wealth Management
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should gradually abate across the
economy. However, the historical
record would argue there remains
room for a recession. In seven of
the past 10 U.S. recessions, the yield
curve had de-inverted before or just
as the recession got underway.

Occasionally, Fed tightening
produced a soft landing rather than
arecession. In those instances, while
interest rates rose by a meaningful
amount, banks did not overtly
tighten lending standards. However,
whenever they did, the combination
of high rates and tight lending
conditions produced a recession.

In this latest Fed tightening cycle,

a growing majority of banks
progressively raised lending
standards alongside Fed rate hikes.
And even with the Fed having cut its
funds rate by 100 basis points, for
most categories of loans a majority
of banks (albeit a narrowing one)
continue to raise lending standards.

Nor have loan rates come down
appreciably:

= Credit card rates today average
close to 24% vs. 16% three years
ago;

= Car loans cost just shy of 9% vs.
4.5%; and

= 30-year mortgage rates sit at 7.2%
vs. 3%.

This “stickiness” of both loan rates
and bank lending standards after
four months and 100 basis points of
Fed rate cutting conforms with the
notion that monetary policy changes
act with a lag of six months to a year.
To move the yield curve rating out of
the “red” column we would want to
see the gap between short and long
rates widen further accompanied by
a measurable decline in borrowing
rates with a clear majority of banks
easing lending standards.

Conference Board Leading
Economic Index

The U.S. leading index rose by 0.3%
in November after 30 straight months
of decline. That increase is being
interpreted by the Conference Board
as signaling no U.S. recession is
imminent. For our part, we would
need to see several months of a
sustained reversal in trend before
moving this indicator to a more
benign rating.

Unemployment claims

Claims set a low for this cycle in
September 2022, but subsequently
they have failed to establish the
sustained upward trend that typically
precedes the start of a recession. The
weekly count jumped sharply higher
in early December, but the seasonal
adjustment factor around the holiday
period is generally regarded as
unreliable. We think “undecided”

is the correct interpretation of the
claims data as things stand.

Unemployment rate

The unemployment rate usually
surges higher just before or just as
arecession is getting underway.
Typically, it takes an upward move

of as little as half-of-one percentage
point from the cycle low to signal the
start of recession. The low for the
unemployment rate was set at 3.4% in
April 2023, so that condition has been
met. However, as with claims, the
anticipated “surge” higher has been
more of a “creep” to a recent high of
4.3%. The unemployment rate sits at
4.2% as of this writing.

Also, like claims, seasonality
adjustments in December and
January may be suspect. That
concern notwithstanding, were the
unemployment rate to settle back
below 4%, we would re-rate this
indicator to “neutral/cautionary.”
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1SM New Orders minus
Inventories

The difference between the New
Orders and Inventories sub-indexes
of the ISM Purchasing Managers’
Index has turned negative near the
start of most U.S. recessions. But it
has also registered occasional false
positives—signaling a recession was
imminent when none subsequently
arrived. Moreover, this indicator
only relates to activity in the
manufacturing sector (some 15% of
the U.S. economy) and is derived
from a survey rather than hard data.
For those reasons, we look at it as a
corroborative indicator rather than a
decisive one taken on its own.

After setting its most recent low in
September 2022, this series rose
steadily (we use a three-month
moving average) and moved back
above zero in August 2023. 1t has
managed to stay above zero over
the intervening 16 months, despite
the fact the new orders component
by itself remained predominantly
negative, recording only three
positive monthly readings over
the past 27 months. The rating for
this indicator remains at “neutral/
cautionary.”

Fed funds rate vs. nominal
GDP growth

The fed funds rate has risen above
the six-month annualized run rate

of nominal GDP either before or at
the start of every recession in the
past 70 years. (Nominal GDP is GDP
not adjusted for inflation.) That GDP
run rate has been declining since

its pandemic reopening high of 23%
recorded in Q4 2020. By the end of
last year, it had slowed to 6.7%, still
above the 5.50% fed funds rate.
However, for Q2 and most of Q3 the
six-month annualized run rate of
nominal GDP was running below
where the fed funds rate sat at the
time, meeting the condition observed
before every recession. This indicator
remains in the recessionary “red”
column.

Non-financial corporate
cash flows

This gives an indication of the ability
of such businesses, in aggregate, to
internally fund any capital spending
they want or need to do. Historically,
whenever it has posted a year-over-
year negative reading, a decline

in corporate capital spending has
typically followed, either indicating a
recession is coming or a deepening
one is already underway. These

cash flows, while down from their
pandemic peak, are still above a
negative crossing point as of Q3,
which leaves it as the sole indicator
still giving the U.S. economy an
expansionary “green” light. There

is a long lag time before this data

is reported with the Q4 release not
coming until March.



Page 17 of 21 Global Insight + January 2025

KEY

Forecasts

United States

8.0%
6.0%

4.1%
~e_ 29% 26%

-

o)
47% . 2.1% ~Ommee

25% 2.7%  23%

2021 2022 2023 2024E 2025E

Eurozone
8.4%
5.2% 5.4%
3.5% -
‘\i_“% 2.1%
2.6% 05% -

0.8% 1.3%

2021 2022 2023 2024E 2025E

China
8.4%
5.6%

3.0% 4.6% 4.3%
. (9

0.9% 03% 04% 1.0%

2021 2022 2023 2024E 2025E

Real GDP growth

—@— Inflation rate

Canada
6.8%

4.5%
L 36% N\39%
~el 24% 519

3.4% 12% O-=-e_g
1.7%

1.1%
2021 2022 2023 2024E 2025E

United Kingdom

9.1%
7.5% 7.3%

N
4.0% N
\\2.5% 2.3%

2.6% ¥----0

0.1% 09%  1.4%

2021 2022 2023 2024E 2025E

Japan

‘_ o)
0-2% -0.2%

2021 2022 2023  2024E 2025E

Source - RBC Investment Strategy Committee, RBC Capital Markets, Global Portfolio Advisory Committee,

RBC Global Asset Management, Bloomberg consensus estimates



Page 18 of 21 Global Insight + January 2025

Research resources

This document is produced by the Global Portfolio
Advisory Committee within RBC Wealth Management’s
Portfolio Advisory Group. The RBC Wealth Management
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 Global Portfolio Advisory Committee leverages the
broad market outlook as developed by the RBC Investment

Strategy Committee (RISC), providing additional tactical
and thematic support utilizing research from the RISC,
RBC Capital Markets, and third-party resources.

The RISC consists of senior investment professionals
drawn from individual, client-focused business units within
RBC, including the Portfolio Advisory Group. The RISC
builds a broad global investment outlook and develops
specific guidelines that can be used to manage portfolios.
The RISC is chaired by Daniel Chornous, CFA, Chief
Investment Officer of RBC Global Asset Management Inc.

Global Portfolio Advisory Committee members

Jim Allworth — Co-chair
Investment Strategist, RBC Dominion Securities Inc.

Kelly Bogdanova — Co-chair
Portfolio Analyst, RBC Wealth Management Portfolio
Advisory Group U.S., RBC Capital Markets, LLC

Frédérique Carrier — Co-chair
Managing Director & Head of Investment Strategy,
RBC Europe Limited

Mark Bayko, CFA - Head, Portfolio Management,
RBC Dominion Securities Inc.

Luis Castillo - Fixed Income Portfolio Advisor, RBC Wealth
Management Portfolio Advisory Group, RBC Dominion
Securities Inc.

Rufaro Chiriseri, CFA - Head of Fixed Income, British Isles,
RBC Europe Limited

Janet Engels - Vice President & Head, Global Investments,
RBC Wealth Management, RBC Capital Markets, LLC

Thomas Garretson, CFA — Fixed Income Senior Portfolio
Strategist, RBC Wealth Management Portfolio Advisory
Group, RBC Capital Markets, LLC

Patrick McAllister, CFA - Manager, Equity Advisory &
Portfolio Management, RBC Wealth Management Portfolio
Advisory Group, RBC Dominion Securities Inc.

Josh Nye - Fixed Income Portfolio Advisor, RBC Wealth
Management Portfolio Advisory Group, RBC Dominion
Securities Inc.

Alan Robinson - Senior Portfolio Advisor, RBC Wealth
Management Portfolio Advisory Group — U.S. Equities,
RBC Capital Markets, LLC

Michael Schuette, CFA — Multi-Asset Portfolio Strategist,
RBC Wealth Management Portfolio Advisory Group U.S.,
RBC Capital Markets, LLC

David Storm, CFA, CAIA - Chief Investment Officer,
British Isles & Asia, RBC Europe Limited

Yuh Harn Tan - Head of Discretionary Portfolio
Management & UHNW Solutions, Royal Bank of Canada,
Singapore Branch

Joseph Wu, CFA - Portfolio Manager, Multi-Asset Strategy,
RBC Dominion Securities Inc.

Additional Global Insight contributors

Robert Sluymer, CFA - Technical Strategist, RBC Wealth
Management Portfolio Advisory Group, RBC Capital
Markets, LLC



Page190f21  Global Insight + January 2025

Required disclosures

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. This report has been prepared by RBC Capital
Markets 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

One or more research analysts involved in the preparation
of this report (i) may not be registered/qualified as research
analysts with the NYSE and/or FINRA and (ii) may not be
associated persons of the RBC Wealth Management and
therefore may not be subject to FINRA Rule 2241 restrictions
on communications with a subject company, public
appearances and trading securities held by a research
analyst account.

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?EntitylD=2 to view disclosures
regarding RBC Wealth Management and its affiliated firms.
Such information is also available upon request to RBC
Wealth Management Publishing, 250 Nicollet Mall, Suite
1800, Minneapolis, MN 55401-1931.

RBC Capital Markets 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’ ratings
of Outperform (0), Sector Perform (SP), and Underperform
(U) most closely correspond to Buy, Hold/Neutral and Sell,
respectively, the meanings are not the same because RBC
Capital Markets’ ratings are determined on a relative basis.

Distribution of ratings — RBC Capital Markets Equity Research
As of December 31,2024

Investment Banking
Services Provided
During Past 12 Months

Rating Count Percent Count Percent
Buy [Outperform] 883 58.17 303 34.31
Hold [Sector Perform] 588 38.74 153 26.02
Sell [Underperform] 47 3.10 4 8.51

Explanation of RBC Capital Markets 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.

Outperform (0): 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 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 Capital Markets 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, and its affiliates, a portion of which are or have
been generated by investment banking activities of RBC
Capital Markets and its affiliates.


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

Page 20 of 21 Global Insight + January 2025

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?EntitylD=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; RBC

Dominion Securities Inc., a securities broker-dealer with
principal offices located in Toronto, Canada; Royal Bank of
Canada, Hong Kong Branch, which is regulated by the Hong
Kong Monetary Authority and the Securities and Futures
Commission (“SFC”); Royal Bank of Canada, Singapore
Branch, a licensed wholesale bank with its principal office
located in Singapore; and RBC Europe Limited, a licensed
bank with principal offices located in London, United
Kingdom.

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.

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 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 daffiliates 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. 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,


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

Page 21 of 21 Global Insight + January 2025

LLC. This report has been prepared by RBC Capital Markets, LLC.
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 RBC Europe Limited and Royal Bank of Canada
(Channel Islands) Limited. RBC Europe Limited is authorised by
the Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority (FCA
registration number: 124543). Registered office: 100 Bishopsgate,
London, EC2N 4AA, UK. Royal Bank of Canada (Channel Islands)
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.

To persons receiving this from Royal Bank of Canada, Hong
Kong Branch: This document is distributed in Hong Kong by Royal
Bank of Canada, Hong Kong Branch which is regulated by the Hong
Kong Monetary Authority and the SFC. This document is not for
distribution in Hong Kong, to investors who are not “professional
investors”, as defined in the Securities and Futures Ordinance (Cap.
571 of Hong Kong) and any rules made under that Ordinance. This
document has been prepared for general circulation and does not
take into account the objectives, financial situation, or needs of any
recipient. Past performance is not indicative of future performance.
WARNING: The contents of this document have not been reviewed
by any regulatory authority in Hong Kong. Investors are advised to
exercise caution in relation to the investment. If you are in doubt
about any of the contents of this document, you should obtain
independent professional advice.

To persons receiving this from Royal Bank of Canada, Singapore
Branch: 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 publication is not

for distribution in Singapore, to investors who are not “accredited
investors” and “institutional investors”, as defined in the Securities
and Futures Act 2001 of Singapore. This publication 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.

©2025 RBC Capital Markets, LLC — Member NYSE/FINRA/SIPC
©2025 RBC Dominion Securities Inc. - Member Canadian Investor
Protection Fund

©2025 RBC Europe Limited

©2025 Royal Bank of Canada

All rights reserved

RBC1524

Wealth
Management
RBCH



	Contents
	RBC's Investment Stance
	Trend & Cycle 2025 Technical Outlook
	Global equity: Benefit of the doubt 
	Global fixed income: The Fed at risk of a missed approach?
	U.S. Recession Scorecard: New year, same Scorecard
	Key forecasts
	Research resources
	Required disclosures


S L
PAC Test Report ( e

Check
Date/Time PAC Version Standard
2025-01-08 10:47 3.0.7.0 PDF/UA

PDF Document

Global Insight - January 2025

Gl_2025-01_EN.pdf

Language | Tags|  Pages| iz
699 21 1 MB

en-US

Icﬁog?lght

The PDF/UA requirements checked by PAC are fulfilled.

Basic Requirements

PDF Syntax 790 0 0
Fonts 56 0 0
Content 53100 0 0
Embedded Files 2 0 0
Natural Language 16 246 0 0
Logical Structure

Structure Elements 500 0 0
Structure Tree 1344 0 0
Role Mapping 1686 0 0
Alternative Descriptions 2796 0 0
Metadata and Settings

Metadata 6 0 0
Document settings 18 0 0

PDF Accessibility Checker (PAC) evaluates the accessibility of PDF files according to ISO-/DIN-Standard
14289-1 (PDF/UA) by using the Matterhorn Protocol. It checks 107 criteria that can be checked
automatically.

PAC is a free checking tool of the foundation «Access for all»: www.access-for-all.ch

Copyright © 2017 Foundation «Access for all»



https://www.iso.org/standard/64599.html

https://www.pdfa.org/publication/the-matterhorn-protocol-1-02/

http://www.access-for-all.ch

https://www.iso.org/standard/64599.html



		PAC Test Report

		Check

		PDF Document

		Result











