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Longer-Term Yields have Unwound the COVID Dip
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Inflation Expectations have Increased
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A Steep Yield Curve = Expectations of Higher Rates
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Meanwhile, Compensation of Credit Risk has Fallen
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The Risk When Credit Spreads are Narrow
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- Lesz tham 374 basis points (bps) 7% 23.3%
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Why Take More Risk for This?

Total Return (%)

Performance Divergences in Fixed Income can be Substantial
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Preferred Shares: Normalized

Price of a Basket of Rate Reset Preferred Shares
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Preferred Shares: Back to Trend Line Return
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Preferred Shares: A 13-Year Period with O Return
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Preferred Shares: Followed by a 50% 1-Year Return
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Credit Risk versus Equity Risk

L3, HY credit spread range
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| Less than 400 bps (bps) 4.3%
Between 400 bps and 600 bps 5.0%
| Between 600 bps and 800 bps -4.3%
Between 800 bps and 1000 bps -11.8%
| Greater than 1000 bps -16.2%
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What it Means on the Continuum of Risk
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Thank you

Information disclaimer (add when marketing material contains generic market information, including information on specific stocks,
but not tailored to a specific client.)

This information is not investment advice and should be used only in conjunction with a discussion with your RBC Dominion Securities Inc.
Investment Advisor. This will ensure that your own circumstances have been considered properly and that any action is taken based upon the

latest available information.
The strategies and advice in this newsletter are provided for general guidance. Readers should consult their own Investment Advisor when
planning to implement a strategy. Interest rates, market conditions, special offers, tax rulings, and other investment factors are subject to

change.

RBC Dominion Securities Inc.* and Royal Bank of Canada are separate corporate entities which are affiliated. *Member-Canadian Investor
Protection Fund. RBC Dominion Securities Inc. is a member company of RBC Wealth Management, a business segment of Royal Bank of
Canada. ® / "™ Trademark(s) of Royal Bank of Canada. Used under licence. © 2020 RBC Dominion Securities Inc. All rights reserved.
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