\ |

Trend & Cycle: The Long View — February 2024

Robert Sluymer, CFA | Technical Strategist, Portfolio Advisory Group

February 5, 2024 / RBC Capital Markets, LLC / Portfolio Advisory Group
All values in U.S. dollars and priced as of market close on February 2, 2024 unless otherwise noted

For Important Disclosures, see

Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any other federal government agency, Wea I th

are not deposits or other obligations of, or guaranteed by, a bank or any bank affiliate, and are subject to investment risks, including possible loss \ M(] nﬂge me nt
of the principal amount invested.

Produced: February 4, 2024 20:10ET; Disseminated February 5, 2024 08:17ET 4:]e )



Trend & Cycle: The Long View — February 2024

* Secular outlook- The very long-term secular trend and cycle for US equity markets remains supportive of further
upside into the mid 2030s with potential for the S&P 500 to trend toward 14,000. Until we see evidence that the
uptrend, defined by the 4-year moving average, is at risk of being broken, we encourage investors to remain optimistic.

* 4-year cycle — Where are we now? The current secular bull market is made up of a series of smaller 3-4 year cycles
with the most recent cycle positive after bottoming in Q4 2022 with further upside likely through 2024. The S&P’s recent
breakout above the 2-year trading range to an all-time high reinforces our positive technical outlook. Smaller and mid-
cap indices, along with other more cyclical sectors and groups, are also showing evidence of bottoming and improving
longer-term.

*  Tactical/multi-month concern - As we noted here last month, a pullback moving through mid-late Q1 appears likely
given most intermediate-term (weekly) indicators, tracking 2-4 month swings, are beginning to move toward overbought
territory and likely to turn down in the coming weeks.

+  Bottom line: We view weakness in Q2 as an opportunity to increase exposure to an improving market cycle.

+ Interest Rates - We view the highs at 5% for the US 10-year yield to have established the highs for the current cycle,
which in turn should be a tailwind for equities through 2024.

*  From a tactical perspective, similar to our expectation for equities, intermediate-term/weekly momentum indicators
became moderately oversold at the beginning of January suggesting a bounce in rates, which did develop through the
month. Our view is that a tactical low is now in place between 3.7-3.8% with the US 10-year likely to trade above that
level but below resistance near 4.0-4.3% well into Q2.

February 5, 2024 RBC Wealth Management Portfolio Advisory Group | Robert Sluymer, CFA — robert.sluymer@rbc.com



Trend & Cycle: The Long View — February 2024 C\%

Currencies — Similar to rates, the US dollar has likely established a cycle high but is bouncing from
intermediate-term oversold levels near support at 100 for the DXY dollar index. Here again, expect a broad
choppy trading range well into Q2 2024.

+  Commodities. WTI Qil has bottomed above important support in the mid-high 60s with resistance near 80. We
expect WTI to remain range bound for the earlier part of 2024 with additional upside likely later in the year.
Gold, in contrast, continues to consolidate below resistance between 2000-2075 with an upside breakout likely
in 1H.

Equity leadership

* Growth/technology remains market leadership with long term price and relative performance trends intact.
However, in line with our overall equity market view, a tactical pullback appears likely moving into mid-late Q1
with fewer technology stocks timely at current levels.

» Cyclicals - While technology leads, we continue to see evidence that more cyclical indices, such as small and
mid-caps along with sectors such as industrials, financials and select consumer discretionary, are improving after
establishing cycle lows in Q4 2022 with secondary lows in Q4 2023.

» Safety sectors - Given our positive outlook for the current cycle we expect safety/defensive sectors to
underperform for the year but likely to outperform in Q2 as growth and cyclicals pause/pullback. Select
healthcare groups, such as medical technology, remain attractive technically.

+ Bottom line: Remain focused on the longer-term trend and patient through pending Q1-Q2 volatility that should
create more attractive technical opportunities in the coming months.
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S&P 500 - Generational cycles lasting roughly 16-18 years Sz
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Current 16-18 year cycle has potential to last into the mid 2030s.

A break below the 4-year moving average would
be needed to signal the secular uptrend is failing. i
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The S&P 500 index has moved through periods of expansion and contraction every 16-18 years
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S&P 500 - A repetitive 3-4 year cycle driven by central bank liquidity and economic growth
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S&P 500 — Could the S&P rally to 14,0007? S&P ~14,0007 S
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S&P 500 Index — Monthly long-term trend analysis remains positive. ®

S&P500 Index - SPX
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One technical tool to monitor the
trend of a market is to compare its
shorter-term trend, measured by the
green 4-month moving average
(ma), to its longer-term trend,
measured by the red 13-month ma.

The current trend remains positive
with the shorter-term green moving
average above the longer-term red
moving average.

Another way to track the relationship
between these two moving averages
is to measure the vertical difference
between the two and plot the
difference as a histogram, as
illustrated in the bottom panel.

This indicator bottomed in Q4 2022
and has built positively into the
summer of 2023 and remains
positive and above the zero axis
moving through Q1 2024.
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Four-year presidential cycle track record

S&P 500 performance during U.S. presidential election cycles since 1928
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S&P 500 with weekly Quadrant Balance likely to peak by mid-late Q1. Ne
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AAIl US Bullish and Bearish Sentiment — Investors are optimistic again

AAII BULLISH Sentiment - Weekly Sentiment surveys are
contrarian indicators.
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S&P/TSX Composite - Monthly
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* Monthly cycle momentum
continues to build to the upside
as the TSX successfully
retests support coinciding with
the 4-year/48 month moving
average and the uptrend line
that began in 1977.

Our view is that the TSX has
completed a secondary cycle
low with potential to break out
above key resistance at
22,217 in 1H 2024 with 24,884
the next key resistance level.

Relative performance remains
flat to weak versus the S&P
and would need to push above
the 2020-2022 highs to support
overweighting the TSX vs the
S&P 500.
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MSCI EAFE — Monthly with relative performance vs the S&P 500 Ne
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EAFE (Europe, Asia and Far
East)

* EAFE remains range bound

longer-term testing next tactical
resistance at 2227.

* Further upside is likely in Q1 but

with 2416 heavy resistance that
will need to be exceeded to
suggest any change in EAFE’s
secular trading range.

» Relative performance versus the

S&P 500 remains in an
established downtrend with no
meaningful change in trend to
support overweighting EAFE.
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US 10 Year Yield: Cycle peak likely in place at a critical level of 5%
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The US 10-year yield has peaked at a critical
technical level between 5.0-5.15%. N

A cycle peak for interest rates has likely
developed, which in turn should be a tailwind
for an unfolding 4-year equity up cycle.
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US 10-year yields (red) and CPI Inflation YoY (blue)
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CPlI inflation (blue)
has peaked pulling
back to 3.2% while
the 10-year yield is
showing evidence of
retreating from the
key 5% level which
we view to be the
peak for the current
cycle.
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US Dollar DXY Index — Monthly \%
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*  Monthly momentum,
which tracks the direction
of multi-year cycles,
remains negative but is
working toward oversold
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Canadian Dollar / US Dollar - Monthly \%

Canadian Dollar / US Dollar - CADUSD Monthly  02/01/24 D 10204 T 10921 T% -1.38
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Gold — Monthly — Longer-term profile remains positive.
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+ After bottoming in Q3 near
key support at 1800 near its
rising red 200-week moving
average, gold has rallied back
to resistance between 2000-
2075.

» Overall, the longer-term
pattern for gold remains
positive with a move above
2075 likely in Q1 with the next
key resistance level near
2359 coinciding with the
162% Fibonacci extension of
2021-2023 trading range.

» Gold would need to break
below 1800 (which we do not
expect to develop) to suggest
the bigger positive pattern is
failing.
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Major markets and S&P sector cycles Ne

+ After a strong year-end surge in December most markets and
sectors paused and pulled back in January although technology
and growth stocks notably diverged and accelerated into the end of
the month.

* Weekly/intermediate-term indicators, tracking 2-4+ month swings, + US 10-year yields
are beginning to move toward overbought territory suggesting a
pause/pullback mid-late Q1.
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Industry group cycles %??

Most groups pulled back through January with technology/growth
groups reversing early weakness at the beginning of the month to
close the month strongly.

A tactical pause/pullback appears likely heading into mid-late Q1
given weekly indicators are overbought and at risk of peaking.

Beyond tactical weakness moving into Q2, our expectation is that

growth and cyclicals lead into year-end 2024. + Software + Semiconductors
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