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DJIA with 4-month and 13-month moving averages

$INDU Dowe Jones Industrial verage INDX

231-0ct-2018
. o 27000
Bullish trend indicated when 4 mo. crosses above 13 mo. -
Bearish trend indicated when 4 mo. crosses below 13 mo. 25000
24000
4-month moving average —
13-month moving average 22000
The most recent pullback in the markets has caused the long-term moving averages to move closer to each 21000
other, which is normal during a period of consolidation. The indicator itself is designed to help identify major 20000
long-term shifts in the trend, and so far the correction in the DJIA fits that of a normal pullback within a longer- 1a000
term uptrend. It would take several months of a weaker market trend in order to generate a bear market signal 18000
with the 4x13-month indicator, and is too early to call at this point. #,I'P ! i 17000
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Long-term market cycles 1925-2018

$SPX SaP 500 Large Cap Index INDX @ StockCharts.com
31-0et2018 ) ~ ~ _ _
The long-term chart of the S&P continues to suggest that a secular bull market is still 16- to 18-year

early in its development and could move higher for many more years. The previous secular bear market

long-term uptrends have not moved in straight lines however, as pullbacks and .

corrections are a normal part of the long-term growth pattern. These cycles tend to ol

take a generation to move between the bull and bear periods which is such a long time LIk

that memories of previous cycles can be cloudy. But in the past, major market tops > @\ { Loy ,
/

0
have not tended to develop until the measures of corporate valuations, economic %"\
expansion, and investor sentiment reach levels of extreme enthusiasm. We appear to 6;@ O f
still be far from those kind of readings in the current secular bull trend. A 0\6‘ 1 V"

16-to 18-year o

; Y Long-term growth rate
secular bear market ‘J‘ of about 8%

(plus dividends)

100,00
©’ o
N 0\,0(
()
2
,,-:‘ 16-to 18-year : 2500
El secular bear market ‘ "
i #RTT 12.50
& ]
G.25
25 =0 jia] 40 45 a0 bt G0 [sta] Ja Ta 0 =t =1u} a5 uln] [ula] 10 15
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
21-0ct-2018 .

The recent market pullback fits the pattern of a sideways consolidation
the S&P has seen before during its 10-year bull market. The size of the
current range is about 15%, which is also in line with previous pause,
but the high extension above the low level of the long-term rising
channel does leave open the possibility of a deeper decline. The near-
term support on the S&P is around 2550, which is an equivalent level
of about 23,500 on the Dow Industrials that must hold, or the additional
risk could be for another 10% for the indexes.
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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
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The American Association of Individual Investors is
an organization that polls its members weekly on
27007 whether they believe the market will be up, down, or
28007 ynchanged, six months in the future. This is a graph
2500 showing the percentage of the members who gave a
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700 he longer-term bullish sentiment has risen from veryf low levels, which we believe 2
a0 indicates a likely growing acceptance of the bullish stock market, and is nearing a 10- 30
year line of resistance that may see the most recent trend of bullishness peak on a 70
500 . : . I ] i
a00 short-term basis. The bullish sentiment indicator remains well below the higher levels ]
200 that have been seen in the past, which we think leaves plenty of room for 27
improvement. 26
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Chart courtesy of StockCharts.com and RBC Wealth Management
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TSX Composite — 20 years

$TSX TS Composite Index TSE @ StockCharts.com
2-0ct2018

The TSX may be breaking below the first support 1 J”r 12;22
level that it had around 15,000, which would imply 1114 TT 1 15500
that the pullback could extend down to the next level ]‘” H I} Hﬁl H
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Currencies — 15-year trends

$USD Us Dollar Indezx @ StockCharts.com
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3 (Monthly) The trend on the U.S. dollar continues to trade in a range with a lT 102.5
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S&P sectors & market indices cycle positions
Relative positioning of major sectors within their individual cycles

Most market sectors are in correcting trends of
some sort, with some nearing potential
bottoming points, but still too early to call bullish. Interest rates
With so many market areas in correcting trends,
it appears that it will take a good amount of time
for the indexes to also go through a bottoming
process before they turn bullish again.
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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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Gold is in a short-term uptrend within its longer-term neutral range and meets resistance

around the 1250 that could be an area where it stalls. The overall neutral range of mostly

1200-1350 continues to be the expected pattern until it can make a significant breakout either
' way, which could still take many more months to develop.
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Oil — Eight years

SWTIC Light Crude C @ StockCharts.com
31-0ct2018 . _ _ _ _
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The trend on the price of oil continues to trade in a range of about i
60-75 that could continue to hold it for the next several months as it 5 ¥ i f &0
has for most of this year. It is normal for oil to go through longer N 1 y A a5
periods within a range after making bigger moves in either direction, 4
and the 75 level represents some significant resistance for both the 0
near and long term. 25
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Chart courtesy of StockCharts.com and RBC Wealth Management
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Stocks vs. commodities — 60 years

$CRB Reuters!ilefieries CRB Index (EQD) INDX @ StockCharts.com
21-0ct-2012
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The CRB Index is a basket of commodities consisting of about 40% energy, | 444
100 30% agricultural, and 30% metals in its composition, and over long periods
P , ' 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
A A ﬂL during previous major cycles. Currently, the CRB Index is trading in a low-end
AL, Vv ",_ ﬂr\n*- range that it could remain in for several more 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

15
13 The yield on the 10-year Treasury bond has moved up to the resistance zone around
i 3.3% where we would expect the move to slow and develop a range of around 2.7%

2 to 3.3% that could hold it for the next several months. It appears that the most recent
11 rising trend in rates could be winding down into a quieter period going forward with

3.3% being the high level that we would watch for as a peak or a potential breakout.
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Decades-long “bottoming
periods” are possible.
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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.
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