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DJIA with 4-month and 13-month moving averages
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The most recent bull market signal from 2016 remains in effect with the moving averages bullish and well 21008
apart after the acceleration of the market over the past two years. We think a period of consolidation or 20000
pullback is likely over the near term that could lead to the moving average lines shifting closer to each other as 18000
has happened on numerous occasions in the past. The longer-term trend continues to be solidly bullish and {&nan
could continue for many more months or years, in our opinion. 17000
Feb ‘08 18000
* 15000
Feb ‘01 h 14000
Iis i L] 12000
V 4 2
/ ) i, 12000
it Y M j | 14000
: ki /"‘ qi AR 10000
i
TR ! h‘l..! i o000
" i * 2000
’"‘ I 7000
* Oct ‘09
/ £000
Apr ‘03
/' S000
n v 4000
fgq 1995 1908 1997 1998 1999 2000 2001 2002 2002 2004 2005 2006 2007 2008 2000 2010 2011 2012 2013 2014 2016 2016 2017 2012
Chart courtesy of StockCharts.com and RBC Wealth Management
% Wealth

2 October 2018 RBC Capital Markets, LLC / Portfolio Advisory Group | Market Maps \\ Management

RBC

®



Long-term market cycles 1925-2018

$SPX S&P 500 Large Cap Index IND
28-S5ep2018

The long-term cycle chart of the S&P reveals a pattern of bullish and bearish cycles
that each last for 16-18 years. The bullish trends tend to build with a growing
economy, corporate earnings, and investor sentiment until a more optimistic and
euphoric condition develops. From there, bubbles in the market and economy are
created that take many years to unwind before the next secular bull trend develops.
We see the current trend as being somewhere in the middle part of a secular bull
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move that could take the market substantially higher in the years ahead. No two &
bullish or bearish trends are the same however, with many counter-trend short-term 6;@ O
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Chart courtesy of StockCharts.com and RBC Wealth Management; past performance does not guarantee future results
% Wealth
3 October 2018 RBC Capital Markets, LLC / Portfolio Advisory Group | Market Maps \\ Management



Short-term market: S&P 500 — 10 years

$SPX SaP S00 Large Cap Index INDX @ StockCharts.com
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The bull market that started from the 2009 low has a pattern of rallies
and consolidation periods that have each lasted from one to two years.
It appears that the S&P is entering another consolidation period, but it
is still somewhat difficult to tell, as each of these more sideways
periods is different in its shape. The pattern roughly follows the same
cycle of corporate earnings, which have been growing throughout this
period, but also in a wavy trend.
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Investor sentiment — 30 years
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The American Association of Individual Investors is sa

#8007 an organization that polls its members weekly on Percentage of bullish investors s
27000 whether they believe the market will be up, down, or (Right-hand scale) .
28001 unchanged, six months in the future. This is a graph a1
28001 showing the percentage of the members who gave a / S&P 500 50
24001 pullish response, measured with a 50-week moving (Ceft-hand scale) a0
2300: average in red plotted against the S&P 500 in black, a3
22001 These surveys began in 1988. 47
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;EE The longer-term bullish sentiment has risen from very low levels, which we believe 2;
indicates a likely growing acceptance of the bullish stock market, and is nearing a 10- 20

200 year line of resistance that may see the most recent trend of bullishness abate. The og
400 red-line bullish investor line remains well below the higher levels that have been seen 7
=00 in the past, which we think leaves plenty of room for improvement. 26
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TSX Composite — 20 years

$TSX TS5 Composite Index TSE & StockCharts.com
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The TSX has been in a consolidating range of mostly " I 12222
15,000-16,000 for more than a year and could Llﬂ ]1 1 15500
continue in this same range for several more months 1” “ f “‘H] H 18000
despite the recent move to all-time highs. The longer- ‘
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Currencies — 15-year trends

$USD Us Dallar Incex @ StockCharts.com
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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 still appears to be a long-term bottoming trend, but the recent
weakness has likely delayed any breakout above 1350 for another year or more. =00
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Oil — Eight years

$WTIC Light Crude i
28-Sep-2018
t EwWTTeLbailyl 73,25

@ StockCharts.com
114
140
08
400
a5
=l
25

a0

y—*

7o Estimated
trend
&5
— Zz
G —
. . . : U 55
The trend on the price of oil appears to be setting up a range of X
about 60-75 that could hold it for the next several months. It is {fi} 7 50
normal for oil to go through longer periods within a range after | 1 Ii-‘ ’ 45
making bigger moves in either direction, and the 75 level represents
some significant resistance for both the near and long term. w0
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Stocks vs. commodities — 60 years
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The CRB Index is a basket of commodities consisting of about 40% energy, | 14
100 30% agricultural, and 30% metals in its composition, and over long periods
» , 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
p would expect to see commodity prices remain generally low, as they have
) -h.;. . during previous major cycles. Currently, the CRB Index is trading in a low
e v ip /f‘v'\ area that it could remain in for the next several months. 100
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Chart courtesy of StockCharts.com and RBC Wealth Management
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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 zone around 3.0%—3.3% at the high end of the 30-year
downtrending channel. This kind of uptrend has happened several times over the years, and rather than a breakout and move to the
upside, we suspect that a longer period of bottoming in a range is more likely to develop in the months ahead. Yield support below is at
the 2.8% and 2.5% levels.
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Decades-long “bottoming
periods” are possible.
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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.
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