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For more on our current view and outlook,
consult The Global Investment Outlook.

One-minute market update — Spring 2017

Economy

Leading economic indicators are at their best levels in several
years, economic surprises have been overwhelmingly positive
and corporate earnings continue to recover from their prior
stumbles. Economic growth has improved in both developed
and emerging markets, with most countries managing some
improvement in recent months.

Risks to our outlook include the aging business and credit
cycles, rising populist movements, higher interest rates,
elevated Chinese debt loads and an ever-evolving and
uncertain political landscape in the U.S. and Europe.

We expect that the global economy will be able to manage
these risks and continue to grow and possibly even accelerate,
though still running at a pace below long-term historical norms.

Fixed Income

Globally, many central banks are still focused on delivering
prior quantitative-easing commitments. The one exception
is the U.S. Federal Reserve which continues to press forward
with its plan to nudge the fed funds rate higher.

Yields have risen rapidly since last summer which has greatly
reduced the valuation risk and, therefore, the need for a
further near-term adjustment.

However, our fixed-income models continue to suggest that
the long-term direction for yields is higher. The combination
of both a bit more inflation and a higher real rate of interest
would act as a headwind to fixed-income returns in general
and pose a risk to sovereign-bond investors, in particular.

Equity Markets

Prospective returns for equities are much more attractive relative
to bonds and we have maintained our long-standing overweight.

We don’t think that valuations are as stretched as some
investors believe, but we do recognize that stocks are not as
cheap as they were, so a continued improvement in earnings
is needed to fuel further equity gains.

We have slightly reduced our exposure to stocks due to the
uncertainty surrounding U.S. public policy and a variety of
style and technical factors.
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EUROPEAN EQUITIES - Fair value range

5760 | Feb. 16 Range: 1689 - 3635 (Mid: 2662)
Feb. '16 Range: 1689 - 3635 (Mid: 2662) _—
2880 = Current (29-February-16): 1351

1440
720
360

180

90 s
1980 1985 1990 1995 2000 2005 2010 2015 2020

S&P/TSX Composite Index

With a 2.7% return for

the three months ended
February 28, 2017, the
S&P/TSX continued to rise
following a strong 2016.
While recent gains have
increased valuations, they
are still at the lower fair
value band.

S&P 500 Index

In the quarter ended
February 28, 2017, the
S&P 500 returned 8.0%,
setting a new high on the
second-to-last day of the
period. The market moved
closerto the midpoint of
the fairvalue range.

Eurozone Datastream Index

European equities rose
strongly over the quarter.
However, the index is still
making up lost ground and
remains below the lower
value band.

Source: Datastream, Consensus Economics, RBC GAM
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Emerging Markets
Datastream Index

Emerging-market equities
rose 7.3% during the
three-month period ended
February 28. The index has
moved just above the lower
fairvalue band.

“Fair value estimates are for illustrative purposes only. It is not possible to invest

directly in an unmanaged index.



One-Minute Market Update — Spring 2017

This report has been provided by RBC Global Asset Management Inc. (RBC GAM Inc.) for informational purposes only and may not be reproduced,
distributed or published without the written consent of RBC GAM Inc. In the United States, this report is provided by RBC Global Asset Management
(U.S.) Inc., a federally registered investment adviser founded in 1983. In Europe and the Middle East, this report is provided by RBC Global Asset
Management (UK) Limited, which is authorised and regulated by the Financial Conduct Authority. RBC Global Asset Management (RBC GAM) is the
asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management Inc., RBC Global Asset Management (U.S.)
Inc., RBC Global Asset Management (UK) Limited, RBC Alternative Asset Management Inc., and BlueBay Asset Management LLP, which are separate,
but affiliated corporate entities.

It is not intended to provide legal, accounting, tax, investment, financial or other advice and such information should not be relied upon for providing
such advice. RBC GAM takes reasonable steps to provide up-to-date, accurate and reliable information, and believes the information to be so when
printed. Due to the possibility of human and mechanical error as well as other factors, including but not limited to technical or other inaccuracies or
typographical errors or omissions, RBC GAM is not responsible for any errors or omissions contained herein. All opinions contained within constitute
our judgement as of March 15, 2017, are subject to change without notice, and are provided in good faith without legal responsibility. RBC GAM
reserves the right at any time and without notice to change, amend or cease publication of the information. Any investment and economic outlook
information contained in this report has been compiled by RBC GAM from various sources. Information obtained from third parties is believed to be
reliable but no representation or warranty, express or implied, is made by RBC GAM, its affiliates or any other person as to its accuracy, completeness
or correctness. RBC GAM and its affiliates assume no responsibility for any errors or omissions. This report may contain forward-looking statements.
The words “may”, “could”, “should”, “would”, “suspect”, “outlook”, “believe”, “plan”, “anticipate”, “estimate”, “expect”, “intend”, “forecast”,
“objective” and similar expressions are intended to identify forward-looking statements. Forward-looking statements are not guarantees of future
performance. Forward-looking statements involve inherent risk and uncertainties, about the general economic factors, so it is possible that predictions,
forecasts, projections and other forward-looking statements will not be achieved.

® / ™ Trademark(s) of Royal Bank of Canada. Used under licence.

© RBC Global Asset Management Inc. 2017

‘% Global Asset
§\\ Management 100757 (03/2017)
RBCH 0156AM163_100757 (03-2017)_SPRING_1MU_EN_V1_4 03/21/2017




