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DJIA with 4-month and 13-month moving averages
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The bull market signal of two years ago remains in effect with the moving averages well separated after the 20000
acceleration of the market over the past two years. We think a period of consolidation or pullback is likely over ** ' 1a000
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Long-term market cycles 1925-2018

$SPX SaP 500 Large Cap Index INDX @ StockCharts.com
31-Aug-2018 ~ ~
The 93-year chart of the S&P reveals what true bull and bear market cycles look like 16- to 18-year

over longer periods of time. The current bull market that started in 2009 is normal and secular bear market
even early in its development relative to past long-term secular bull trends. The bull
market trends tend to be choppy in their development, and during periods of higher
volatility it is important to know how any pullbacks fit into the longer-term trend. Those
longer-term secular trends are each different in their development and can be
influenced by demographics, the overall economic trend, and the advent of new
technologies that evolve over a generational cycle.
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Chart courtesy of StockCharts.com and RBC Wealth Management; past performance does not guarantee future results
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Short-term market: S&P 500 — 10 years

$SPX SaP S00 Large Cap Index INDX @ StockCharts.com
231-Aug-2018 .

The bull market that has been in effect for over nine years has been
developing in a cycle of one- to two-year periods of uptrends separated
by similarly long periods of consolidations and pullbacks within the
overall rising trend. Another one of those sideways periods could be
developing after the strong run of 2016—-2017, with the S&P now near
the high end of its rising channel. It is possible that the market could
work its way back to the lower end of the channel during a
consolidation period as we have seen in previous periods.
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Investor sentiment — 30 years

IAANIBULL 221 Bullz IMDux @ StockCharts.com
31-Aug-2018 ) _ _ , ,
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TSX Composite — 20 years

$TSX TS Composite Index TSE @ StockCharts.com
31-Aug-2018
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Currencies — 15-year trends

$USD Us Dollar Indezx @ StockCharts.com
31-Aug-2018
4l $USD (Manthly] 95,08

The trend on the U.S. dollar has been firming up this year and is up to
a resistance area around 95, which if clearly broken could lead to a
I‘L move up toward the 2017 high.
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S&P sectors & market indices cycle positions
Relative positioning of major sectors within their individual cycles

The stock sectors have become much
more diverse in their performance over
the past few months, despite the general
rise in the broader indexes. This could be Technology
an indication of a developing consolidation Energy stocks
period for the market as a whole, and Crude oil
perhaps an indication of a period ahead
that will require greater attention to
sector rotation.
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Select groups cycle positions

Our relative positioning of groups of interest within their individual bull
and bear cycles
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Gold — 10 years

GOLD Gald - Continuous Cortract (EOD) CME @ StockCharts.com
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The break below the 1200-1250 support area on gold has set up a potential downtrend that
could test the 1050-1100 area in the months ahead. Near-term bounces would need to get
. back above 1250 in order to reverse the current pullback. Otherwise, the general trading
| range of the past five years appears to be a long-term bottoming trend, but the recent
' weakness has likely delayed any breakout above 1350 for another year or longer. B00
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Oil — Eight years
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The trend on the price of oil appears to be setting up a range of 65-
75 that could hold it for the next several months. It is normal for oil to |1
go through longer periods within a range after making bigger moves |
in either direction. The support and resistance areas of 65 and 75

are fairly strong, which could make the current range a bit tighter
than it has been in the past.
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Stocks vs. commodities — 60 years

eutersiletteries e 1M D @ tockChartscom
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/ The CRB Index is a basket of commodities consisting of about 40% energy, | 444
100 /\»“ f 30% agricultural, and 30% metals in its composition, and over long periods
22 tends to move in the opposite direction of stocks, as this chart illustrates. If

, the trend in stocks is truly a long-term secular bull market that lasts years, we 120
% ’.« would expect to see commodity prices remain generally low, as they have

S g 4 during previous major cycles. Currently, the CRB Index is trading in a low
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10-year Treasury bond yield for 140 years

The yield on the 10-year Treasury bond has moved up to the resistance area around 3.0% where it appears to be stalling and possibly
setting up for a move back down to the support around 2.5%. On a short-term basis, the support on the yield is around the 2.8% level,
and we believe that a move below that rate would indicate that lower yields are likely coming. Overall, we suspect that the long-term
trend on rates will find a range that holds for several years, as has happened in the past after a long downward trend.
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Decades-long “bottoming
periods” are possible.

Chart courtesy of MultPL.com and RBC Wealth Management
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Disclosures

The information contained in this communication has been compiled from sources believed to be reliable, but no representation or warranty,
express or implied, is made by RBC Wealth Management, its affiliates or any other person as to its accuracy, completeness or correctness. All
opinions and estimates contained in this communication constitute the author’s judgment as of the date of this communication, are subject to
change without notice and are provided in good faith but without legal responsibility. Nothing in this communication constitutes legal,
accounting or tax advice or individually tailored investment advice. This material is prepared for general circulation to clients and has been
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The investments or services
contained in this communication may not be suitable for you and it is recommended that you consult your Financial Advisor if you are in doubt
about the suitability of such investments or services. Past performance is not a guide to future performance, future returns are not guaranteed,
and a loss of original capital may occur. This communication is not, and under no circumstances should be construed as, a solicitation to act as
a Financial Advisor. To the fullest extent permitted by law neither RBC Wealth Management 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 communication or the information contained
herein. No matter contained in this communication may be reproduced or copied by any means without prior consent of RBC Wealth
Management. This communication is not a research report or a product of RBC Capital Markets’ Research Department. As such, this
communication may not be independent of RBC Capital Markets’ proprietary interests. RBC Capital Markets may trade the securities
discussed in this communication for its own account and on a discretionary basis on behalf of certain clients. Unless otherwise specified, the
views expressed herein are the author’s and may differ from the views of RBC Capital Markets’ / RBC Wealth Management's Research
Department and from the views of others within RBC Capital Markets and RBC Wealth Management. The information in the body of this
communication is intended to provide general company and/or market commentary, is not intended to provide a sufficient basis for an
investment decision.

RBC Wealth Management, a division of RBC Capital Markets, LLC, member NYSE/FINRA/SIPC. © 2018 All rights reserved.
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