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positive in North America,
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Composite outperforming
the S&P 500 by 0.4%.
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What moved the markets

Central bank policy and the North American Free Trade Agreement dominated
the headlines in October. The Bank of Canada kept its overnight interest rate
unchanged at 1%, the central bank’s more cautious messaging and softening
economic data helped push bond yields and the Canadian dollar lower.

South of the border, the Federal Reserve was in focus as economists

parsed the minutes from the September FOMC meeting and speculation
surrounded who President Donald Trump would nominate to succeed Chair
Janet Yellen. Elsewhere, the European Central Bank announced their decision
to extend their asset purchase program in a soft taper, Catalonia declared its
independence from Spain and both the Japanese Prime Minister Shinzo Abe
and Chinese President Xi Jinping secured their next term in power.

Equity market update

Equity markets were positive in North America, with the S&P/TSX Composite
outperforming the S&P 500 by 0.4%. The S&P/TSX moved up 2.7%, largely
driven by the 4.6% gain in the Financials sector.

In the U.S., the S&P 500 closed up 2.3%, with most sectors ending the month
in positive territory. The Information Technology sector led the U.S. markets
with a strong 7.8% rally followed by Utilities up 3.9%. The Telecom Services
sector dragged the index down losing -7.6%.

Allindices and figures priced in local currency as at October 31, 2017
(unless otherwise stated). For important disclosures, see page 10.

Continued on page 2
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Fixed income-specific developments

Canadian bond yields and the Canadian dollar moved
lower after the Bank of Canada (BoC) kept its overnight
lending rate unchanged at 1% and delivered a message
that was more cautious than recent communiques. The
BoC reiterated their ‘data dependent’ stance and noted
that economic growth is expected ‘to moderate to a more
sustainable pace in the second half of 2017 and remain
close to potential over the next two years’. In the Monetary
Policy Report, the BoC projects inflation will reach the
mid-point of its 1-3% target in the second half of 2018 and
increased their forecast for consumption growth to 2.1%
in 2017, but left the 2018 and 2019 forecasts unchanged at
1.3% and 1.0% respectively. The BoC also reiterated that it
will be closely watching how higher interest rates impact
borrowers given the high level of household debt. Softer
economic data in October likely influenced the BoC’s more
balanced message as the CP]I, retail sales and GDP reports
all fell short of expectations. The GDP report showed

that the growth receded for the first time in ten months,
posting a 0.1% decline in August.

While the BoC held off raising rates, tighter policy will

be applied to one segment of the residential mortgage
market as the Office of the Superintendent of Financial
Institutions finalized a series of measures that will impact
uninsured mortgage underwriting. The new regulation
will more closely align uninsured mortgage underwriting
standards with those applied to insured mortgages and
the most notable change is that uninsured borrowers will
need to qualify for the loan at the higher of the contractual
mortgage rates plus 2% or the 5-year benchmark rate
published by the Bank of Canada. Mortgages taken out
prior to January 1, 2018 or existing mortgages that are rolled
over at the same institution are exempt from the rule but
existing mortgages refinanced at a different institution will
be subject to the new treatment.

On a more expansionary note, the Federal Government
issued its fall economic statement in tune with the
stronger GDP growth experienced this year. This,
combined with a better starting point from the 2016/17
fiscal year, meant the government was able to improve
their budgetary outlook. This gave them a $46.6 billion
fiscal dividend for their 5-year outlook horizon which they
used to reduce the deficit by $8.6 billion this year and by
$33 billion cumulatively over the next five years. Those
calling for the government to use the full fiscal dividend
to reduce budget deficits over the next five years were
disappointed as statements showed that Ottawa does not
plan for a return to balance by fiscal year 2023, when a
$12.5 billion deficit is expected.

On NAFTA, the fourth round of talks were held in
Washington where Prime Minister Justin Trudeau and
President Enrique Pena Nieto both rejected a proposed

Number crunching

S&P/TSX Composite Index TR 2.7% 73%
Dow Jones Industrial Average TR 4.4% 20.6%
S&P 500 Index TR 2.3% 16.9%
NASDAQ Composite Index TR 3.6% 26.1%
MSCI EAFE TR (USD) 1.5% 223%
MSCI World TR (USD) 1.9% 18.8%
S&P/TSX Financials TR 4.6% 12.1%
S&P/TSX Energy TR -0.3% -79%
S&P/TSX Materials TR 1.6% 4.2%
S&P/TSX Industrials TR 3.4% 18.6%
S&P/TSX Consumer Discretionary TR 33% 21.3%
S&P/TSX Telecom Services TR 3.0% 13.3%
S&P/TSX Information Technology TR 2.8% 16.1%
S&P/TSX Consumer Staples TR 2.3% 3.8%
S&P/TSX Utilities TR 33% 11.5%
S&P/TSX Healthcare TR -0.2% -8.7%

* All returns are on a Total Return basis. All indices are in local currency unless otherwise
noted. Source: Bloomberg

‘sunset clause’ as well as a proposal to replace the single
trilateral accord with three bilateral agreements. The next
round of NAFTA negotiations will be held in Mexico City
on November 17th.

In contrast to Canada, where bond yields fell 10-15 bps in
October, US yields moved higher with the largest moves
coming in shorter-dated maturities. The minutes from
the FOMC meeting showed that labor market tightness

is top of mind for policymakers. The FOMC believes

this supports the case for future rate hikes even as there
is acknowledgement that structural factors are acting

to suppress inflation below historic levels. The minutes
stated that employment additions over the summer
‘remained well above the pace likely to be sustainable

in the longer-run,” and that alternate measures of labor
market strength like the quits rate, household assessment
of job availability, and individuals working part time for
economic reasons, have all returned to pre-recession
levels. Of important note was that policy makers do not
want to fall into a situation where the current low inflation
is in fact transitory and they fall behind the curve, which
hints that they will be very data dependent and inflation
will be a key input. Consistent with a tight labor market,
US economic growth topped expectations third quarter
GDP growth came in at 3.0% (annualized) versus the 2.6%
estimate and inflation exceeded 2% for the first time since
the spring.
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Global developments

U.S. Dollar 1.2888 33% 4% Elsewhere, the European Central Bank (ECB)
Euro 15009 19% 6.2% announced their decision to extend QE purchases
British Pound 17119 2.4% 33% by 9 months through September 2018, reducing the

monthly purchases to €30 billion per month from

Japanese Yen o013 =i e the current €60 billion. No indication was made as to
a possible change in the composition of purchases
going forward and President Mario Draghi stopped

USS. Dollar 07758 3% 43% short of setting a hard deadline for the end of QE.
This keeps the door open for a possible extension of

Euro 0.6662 -1.9% -5.8%
the asset purchase program past the next 12 months.

el Foind i Rl e ECB'’s Governing Council still expects interest rates

Japanese Yen 88.1690 -23% 13% to remain at their current levels ‘well past’ the end of
purchases.

On the political front, the Catalan Parliament

Crude Oil (WTI per barre) 95438 5:2% 12% declared independence from Spain’s central rule.

Natural Gas (per million btu) $2.90 37%  222% The Spanish Senate responded by invoking Article

Gold (per ounce) $1,271.07 -07% 103% 155 which Prime Minister Mariano Rajoy used to

Silver (per ounce) $1672 0.4% 5.0% dismiss the regional government and called for a

Copper (per pound) $3.09 6.0% 23.4% Catalan election on December 21st. There was much

) debate on whether the October 1st referendum for

Nickel (per pound) $556 17.7% 23.0% independence was representative of the majority

Aluminum (per pound) $o97 30%  257% of Catalonians as the vote was counted with 90% in

Zinc (per pound) $1.48 33% 26.7% favor while the participation rate was in the low 40%s.

*All returns are on a Total Return basis All indices are in local currency unless

! In Asia, Japanese Prime Minister Shinzo Abe’s ruling
otherwise noted.

coalition won 313 seats of the 465-member lower
house in the election, retaining a “supermajority”
S&P/TSX Index - target overnight rate, LTM and leaving the balance of power between ruling
and opposition parties in the lower chamber
largely unchanged from before the snap election. In
China, President Xi Jinping secured a five year term
14% 17,000 extension at the nation’s twice-a-decade Communist

o SPTS Index =, Ty get Owernight Rate

Party Congress which he opened with a marathon
16000 three-hour-plus speech that laid out a bold vision for
15000 turning China into a global leading power by 2050
L S — 12 000 and a push forward with market-oriented reforms
' and further opening up market access for foreign
T e 13,000  companies.
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Source: RBC Wealth Management, Bloomberg
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North American equity highlights

October 2017
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Oct 11: Wal-Mart
(WMT) shares rise on
online earnings
15,900 + guidance. \
15,800 +

S&PITSX

Oct 20: Celgene (CELG)
shares fall after
abandoning clinical
trials testing
Mongersen drug.

Oct 27: Amazon
(AMZN) breaks
$1100/share
after reporting
Q3 earnings.

\\

Oct 26: Saputo (SAP)
reaches deal to buy
Murray Goulburn for

Oct 30: Constellation
Brands [STZ) pays 5191
millien for stake in Canopy
(WEED).

Oct 26: CV5
Health (CVS)
shares rise after
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intentions to
buy Aetna.
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World markets

October month-over-month and year-to-date performance

October was very strong for global indices with all markets closing in positive
territory. In the Americas, the S&P 500 and S&P/TSX rose by 2.3% and 2.7%,
respectively while the Brazil Bovespa held flat. In Europe, Germany’ DAX
moved 3.1% higher and the U.K’s FTSE moved higher by 1.8%. In Asia, China’s
Shanghai Index and Hong Kong’s Hang Seng closed the month up 1.3%

and 2.6% respectively, while India’s Sensex moved up 6.3%. Japan’s Nikkei
moved higher by 8.1% and Australia’s S&P/ASX 200 rose by 4.0%. Overall,
the MSCI World Index has increased by 18.6% YTD.

Germany MSCI World Index:
DAX Global USD
M/M: 3.1% M/M: 1.8%
YTD: 15.2% YTD: 18.6%

~ . ” b

Canada

S&P/TSX FTSE 100

M/M:2.7% M/M: 1.8% .

YTD: 73% YTD: 85% ~ Japan
us. 5 Nikkei
S&P 500 ¥ fr M/M: 8.1%
M/M: 2.3% YTD: 17.1%
YTD: 16.9%

Hong Kong
Hang Seng
M/M: 2.6%
YTD: 33.2%

Brazil**
Bovespa % Australia
M/M: 0.0% ~  S&P/ASX 200
YTD: 23.4% M/M: 4.0%
YTD: 93%
v

All returns are on a total return basis unless otherwise noted. All returns calculated in local currency except for MSCI World
** These indices are calcuated on a price return basis

Source: Bloomberg, RBC Wealth Management, 10/31/17
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Canadian & U.S. equities

October 2017

S&P/TSX composite sector movement S&P 500 sector movement
6% 5% 4% 3% 2% 1% 0% 1% 2% 3% 4% 5% 6% 9% 7% 5% 3% 1% 1% 3% 5% 7% 99
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Top 10 S&P/TSX contributors/decliners by index points Top 10 S&P 500 contributors/decliners by index points
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Royal Bank of Canada Apple Inc
Toronto-Dominion Bank/The Microsoft Corp

Bank of Nova Scotia/The Amazon.com Inc

Bank of Montreal Intel Corp
Brookfield Asset Management Facebook Inc
Johnson & Johnson
JPMorgan Chase & Co
Alphabet Inc

Alphabet Inc

Canadian Natural Resources
Canadian Pacific Railway
CIBC

Open Text Corp
Citigroup Inc

Magna International Inc
Gilead Sciences Inc

Allergan PLC
Procter & Gamble Co/The

Tourmaline Qil Corp
IAMGOLD Corp
ARC Resources Ltd

Pembina Pipeline Corp Walgreens Boots Alliance Inc

Philip Morris International In
CVS Health Corp
Merck & Co Inc

Valeant Pharmaceuticals Intern
Cameco Corp

Eldorado Gold Corp

Shopify Inc AT&T Inc

Barrick Gold Corp Celgene Corp
Enbridge Inc General Electric Co

Source: Bloomberg
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Canadian and U.S. economic data

October 2017

10/31/2017 Gross Domestic Product (m-o-m, SA) Aug 0.10% -0.10% 0.00%
10/31/2017 Gross Domestic Product (y-o-y, SA) Aug 3.60% 3.50% 3.90%

Labour market

10/06/2017 Net Change in Employment (000, SA) Sep 12.0k 10.0k 22.2k
10/06/2017 Participation Rate (SA) Sep - 65.60% 65.70%
10/06/2017 Unemployment Rate (SA) Sep 6.20% 6.20% 6.20%

Housing market

10/10/2017 Housing Starts (000, SAAR) Sep 212.0k 217.1k 226.0k
10/12/2017 New Housing Price Index (y-0-y) Aug - 3.80% 3.80%
10/13/2017 Existing Home Sales (m-0-m) Sep - 2.10% 130%
10/12/2017 Teranet/National Bank HPI (m-0-m) Sep - -0.80% 0.60%

Consumer & manufacturing

10/20/2017 Retail Sales (m-o-m, SA) Aug 0.50% -030% 0.40%
10/20/2017 Retail Sales Less Autos (m-0-m, SA) Aug 0.30% -0.70% 0.20%
10/18/2017 Manufacturing Sales (m-o-m, SA) Aug -0.30% 1.60% -2.60%
10/05/2017 Merchandise Trade (billion, SA) Aug -2.60b -3.41b -2.98b
10/20/2017 Consumer Price Index (m-o0-m) Sep 0.30% 0.20% 0.10%
10/20/2017 Consumer Price Index (y-0-y) Sep 1.70% 1.60% 1.40%
10/31/2017 Industrial Product Price (m-0-m) Sep 0.20% -030% 0.40%
10/31/2017 Raw Materials Price Index (m-0-m) Sep 0.30% -0.10% 0.90%

Other indicators

10/23/2017 Wholesale Sales (m-o-m, SA) Aug 0.50% 0.50% 1.70%
10/06/2017 Ivey Purchasing Managers Index (SA) Sep 56.0 59.6 563
10/10/2017 Building Permits (m-o-m, SA) Aug -1% -6% -3%
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10/27/2017 GDP (g-0-q, SAAR) 3QA 2.60% 3.00% 3.10%
10/27/2017 GDP Price Index (g-0-q, SAAR) 3QA 1.70% 2.20% 1.00%
10/27/2017 Core PCE (g-0-g, SAAR) 3QA 130% 130% 0.90%
10/06/2017 Change in Nonfarm Payrolls (000, SA) Sep 8ok -33k 169k
10/06/2017 Unemployment Rate (SA) Sep 4.40% 4.20% 4.40%
10/18/2017 Building Permits (000, SAAR) Sep 1245k 1215k 1272k
10/18/2017 Housing Starts (000, SAAR) Sep 1175k 1127k 1183k
10/25/2017 New Home Sales (000, SAAR) Sep 554k 667k 561k
10/20/2017 Existing Home Sales (million, SAAR) Sep 5.30m 539m 5.35m
10/17/2017 NAHB Housing Market Index (SA) Oct 64 68 64
10/02/2017 Construction Spending (m-o-m, SA) Aug 0.40% 0.50% -0.90%

Consumer & manufacturing

10/13/2017 Advance Retail Sales (m-o-m, SA) Sep 1.70% 1.60% -0.10%
10/13/2017 Retail Sales Less Autos (m-o-m, SA) Sep 0.90% 1.00% 0.50%
10/31/2017 Consumer Confidence (SA) Oct 1215 1259 120.6
10/27/2017 U. of Michigan Confidence OctF 1007 1007 101.1
10/27/2017 Personal Consumption (g-0-g, SAAR) 3QA 2.10% 2.40% 3.30%
10/25/2017 Durable Goods Orders (m-0-m, SA) Sep P 1.00% 2.20% 2.00%
10/05/2017 Factory Orders (m-o-m, SA) Aug 1.00% 1.20% -330%
10/17/2017 Import Price Index (m-o0-m) Sep 0.60% 0.70% 0.60%
10/17/2017 Import Price Index (y-o-y) Sep 2.60% 2.70% 2.10%
10/05/2017 Trade Balance (billion, SA) Aug -$42.7b -$42.4b -$43.6b
10/13/2017 Consumer Price Index (m-0-m, SA) Sep 0.60% 0.50% 0.40%
10/13/2017 Consumer Price Index (y-0-y) Sep 230% 2.20% 1.90%
10/13/2017 CPI Core Index (SA) Sep 253.06 252.86 25254
10/30/2017 PCE Deflator (y-0-y, SA) Sep 1.60% 1.60% 1.40%
10/02/2017 ISM Manufacturing Index (SA) Sep 58.1 60.8 58.8
10/31/2017 Chicago Purchasing Manager Index Oct 60.0 66.2 65.2
10/19/2017 Philadelphia Fed Index Oct 22.0 279 23.8
10/19/2017 Leading Indicators (m-o0-m) Sep 0.10% -0.20% 0.40%
10/13/2017 Business Inventories (m-0-m, SA) Aug 0.70% 0.70% 0.30%

Source: Bloomberg
SA = Seasonally Adjusted; SAAR = Seasonally Adjusted Annual Rate; m-o-m = Month-over-month % change;
g-0-g = Quarter-over-quarter % change; y-o-y = Year-over-year % change.
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Notable Canadian dividend activity — October 2017

Company S Change Ex-Date % Change
Pembina Pipeline Corp Prior: $0.1700 New: $0.1800 October 24, 2017 5.88%
AltaGas Ltd Prior: $0.1750 New: $0.1825 November 24, 2017 4.29%
Waste Connections Inc. Prior: $0.1200 New: $0.1400 November 24, 2017 16.67%
SmartCentres Real Estate Investment Trust Prior: $0.1417 New: $0.1458 October 30, 2017 2.94%

Source: Bloomberg

In all jurisdictions where RBC Capital Markets conducts business, we do not offer investment advice on Royal Bank of
Canada. Certain regulations prohibit member firms from soliciting orders and offering investment advice or opinions on
their own stock. References to Royal Bank are for informational purposes only and not intended as a direct or implied
recommendation for investing in Royal Bank and all related securities.
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Explanation of RBC Capital Markets 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.

Ratings:

Top Pick (TP): Represents best in Outperform category; analyst's best ideas; expected to
significantly outperform the sector over 12 months; provides best risk-reward ratio; approximately
10% of analyst's recommendations.

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.

Risk Ratings

As of March 31, 2013, RBC Capital Markets suspends its Average and Above Average risk ratings.
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.

Distribution of Ratings, Firmwide

For purposes of disclosing ratings distributions, regulatory rules require member firms to assign
all rated stocks to one of three rating categories—Buy, Hold/Neutral, or Sell-regardless of a firm's
own rating categories. Although RBC Capital Markets' stock 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 (as
described above).

Distribution of ratings
RBC Capital Markets, Equity Research
As of 30-5ep-2017
Investment Banking
Serv./Past 12 Mos.

Rating Count Percent Count Percent
BUY [Top Pick & Outperform] 859 52.92 294 34.23
HOLD [Sector Perform] 660 40.67 154 23.33
SELL [Underperform] 104 6.41 7 6.73

In the event that this is a compendium report (covers six or more subject companies), RBC
Dominion Securities may choose to provide specific disclosures for the subject companies by
reference. To access current disclosures, clients should send a request to RBC Dominion Securities,
Attention: Manager, Portfolio Advisory Group, 155 Wellington Street West, 17th Floor, Toronto, ON
MsV 3K7.

Dissemination of Research

RBC Capital Markets endeavours to make all reasonable efforts to provide research simultaneously
to all eligible clients. RBC Capital Markets’ equity research is posted to our proprietary websites to
ensure eligible clients receive coverage initiations and changes in rating, targets and opinions in a
timely manner. Additional distribution may be done by the sales personnel via email, fax or regular
mail. Clients may also receive our research via third party vendors. Please contact your investment
advisor or institutional salesperson for more information regarding RBC Capital Markets research.
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Important Disclosures

RBC Capital Markets Conflicts Disclosures

RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is
available from us on request. To access our disclosures, clients should refer to https://www.rbccm.
com/global/file-414164.pdf or send a request to RBC CM Research Publishing, PO. Box 50, 200 Bay
Street, Royal Bank Plaza, 29th floor, South Tower, Toronto, Ontario M5} 2W7. We reserve the right
to amend or supplement this policy at any time.

The author(s) of this report are employed by RBC Dominion Securities Inc., a securities broker-
dealer with principal offices located in Toronto, Canada.

With respect to the companies that are the subject of this publication, clients may access current
disclosures by mailing a request for such information to RBC Dominion Securities, Attention:
Manager, Portfolio Advisory Group, 155 Wellington Street West, 17th Floor, Toronto, ON M5V 3K7.

The information contained in this report has been compiled by RBC Dominion Securities Inc. (“RBC
DS”) from sources believed by it to be reliable, but no representations or warranty, express or implied,
are made by RBC DS or any other person as to its accuracy, completeness or correctness. All opinions
and estimates contained in this report constitute RBC DS’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.

This report is not an offer to sell or a solicitation of an offer to buy any securities. Additionally, 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. This material is prepared
for general circulation to Investment Advisors and does not have regard to the particular
circumstances or needs of any specific person who may read it. RBC DS and its affiliates may have
an investment banking or other relationship with some or all of the issuers mentioned herein and
may trade in any of the securities mentioned herein either for their own account or the accounts of
their customers. RBC DS and its affiliates may also issue options on securities mentioned herein
and may trade in options issued by others. Accordingly, RBC DS or its affiliates may at any time
have a long or short position in any such security or option thereon.

Neither RBC DS nor any of its affiliates, nor any other person, accepts any liability whatsoever for any
direct or consequential loss arising from any use of this report or the information contained herein.
This report may not be reproduced, distributed or published by any recipient hereof for any purpose.

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 licence. RBC Dominion Securities is a registered trademark of Royal Bank of
Canada. Used under licence. ©Copyright 2017. All rights reserved. 1 _goos7_on
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