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Playbook Has More Pathways

Soft landing? Fiscal policy dominates monetary? Harder landing? What are markets priced for?

“A DCF is like the Hubble telescope -
Interest Rates turn it a fraction of an inch and you're
in a different galaxy.”

* Rapid inflation done, structural more of a question mark

* Many indicators suggest inflation contained. Comfortable )
collecting attractive coupon with an option - Curtis Jensen

Earnings

 Financial conditions have eased with rising markets setting up
potential for a broadening of earnings growth in H2 and beyond

 Notably, current earnings forecast inconsistent with a slowdown

Valuations

* Headline vs underlying tells us a mixed message — there are
always interesting stocks

* Overall equity risk premium still challenged

Stock Market Returns

* S&P 500 likely below average and more dependent on
recession being delayed. Broad market return potential better.

* Dividend yields and dividend growth attractive Vs
* Dollar cost averaging remains a key tool Os 116 © 110 1 B i

e
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Inflation Heading in the Right Direction

But likely remains bumpy

The CPI: Core (ex-Shelter) and Shelter
Year-over-Year Changes
1984 through January 2024
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Source: Bureau of Labor Statistics, National Bureau of Economic Research, Empirical Research Partners Analysis.
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Note: As of Feb 2024. Estimates for all private non-farm establishments. Shaded area represents recession.

Source: BLS, Macrobond, RBC GAM.
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Canada vs. U.S. - Diverging Rate Outlook

Odds of a no-rate-cut scenario in 2024 have been rising in the U.S.

RBC Economics rate forecast
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Source: Bloomberg; as of April 26, 2024
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Valuation is Full in Spots, Closer to Fair in Others
Raises Potential Impact of Inflation but Likely more Dependent on Earnings Growth

S&P 500 Forward 12-month P/E ratio
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Note: P/E prior to 1990 is estimated assuming that the 1-year forward earnings are known.

As of May 1, 2024. Source: Bloomberg, RBC GAM
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S&P 500 Index

10 Equity risk premium
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Note: As of May 1, 2024. Equity risk premium calculated as S&P 500 12-month trailing earnings
yield minus U.S. 10-year yield. Source: Bloomberg, RBC GAM
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It is Hard to Argue with the Quality of the S&P 500

The S&P 500 ROE! The S&P 500" Free Cash Flow Margins
1952 through February 2024 . 9"1 1952 through Q4 2023E
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Source: Corporate Reports, National Bureau of Economic Research, Empirical Research Partners Analysis. Source: Corporate Reports, Empirical Research Partners Analysis.
1 Based on trailing four-quarter data measured as a composite; prior to 1976, the large-capitalization universe is used. 1 Excludes financial and REITS; prior to 1976, the large-cap universe is used. \
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S&P 500 Scenarios

Bear Base Bull
2024 EPS 239 245 252
2025 EPS 255 265 275
EPS growth after 2025 6.00% 7.00% 8.00%
2034 EPS 431 487 549
x P/E 15.0x 17.0x 19.0x
10-yr S&P 500 Target 6,470 8,282 10,432
S&P 500 Today * 5,018 5,018 5,018
10-yr CAGR 2.6% 5.1% 7.6%
Dividend Yield 1.5% 1.5% 1.5%
10-yr Total S&P 500 Return 4.1% 6.6% 9.1%

Source: RBC GAM, Bloomberg. S&P 500 price as of May 1, 2024.
RBC Global Asset Management
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It Is the Stock Market but Also a Market Full of Stocks
Invesco S&P 500 Equal Weight ETF

RSP Invesco S&P 500 Equal Weight ETF NYvSE @ StockCharts.com
Friday 15-Mar-2024
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NVIDIA Margin And P/E Valuation

If this is to hold — Al is going to need to be very profitable for their customers

NVIDIA EBITDA Margin NVIDIA P/E Ratio

NVDA US $ C pror, 9878 .09 /878. NVDA US $ C M e, 0878.09 /878.
NVDA US Equit 3 Save As 4 Load 5 Actions ~ NVDA US Equit 3) Save As 4 Load 5 Actions ~

6M YID 1v_ 3Y 5V 7Y 10Y Max EEESSINEEN Table = 6M YTD 1Y 3Y 5Y 7Y 10Y Max Quarterly v Table »
Track Annotate Zoom
Track Annotate Zoom

M Trailing 12M EBITDA Margin (NVDA US Equity) 57.0385

Q1 QL Q1 Q1 QL 01 QL Q1 Gl Q1 01 Q1L Q1 QI Q1 QL Q1L Q1 Q1 Q1 QL Q1 Q1 Q1 BEst P/E Ratio (NVDA US Equity)(Next Ann) 30.2426
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Source: Bloomberg, market data as of March 15, 2024
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JP Morgan ROE and P/E Valuation

Average valuation for expanding profitability

JPM ROE JPM P/E Ratio
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Source: Bloomberg, market data as of March 15, 2024
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Valuation is Full in Spots, Closer to Fair in Others
Inflation peaks, 12 months later interest rates peak, 12 months later earnings bottom

T12M EPS for S&P 500 Top 10 and the rest
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Source: RBC GAM. As of May 1, 2024.
RBC Global Asset Management
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Valuation is Full in Spots, Closer to Fair in Others
Raises potential impact of inflation but likely more dependent on earnings growth
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Source: Goldman Sachs Global Investment Research, Feb 29, 2024.
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Historical P/E ratio - S&P 500 vs. S&P/TSX Composite Index

Valuation spread remains wide
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Source: Bloomberg; closing prices as of April 26, 2024
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Canada Versus the U.S. — The Average Stock is Similar
More nuanced today versus historical moves

RSP:XIC.TO Invesco S&P 500 Equal Wieight ETFAShares Core SEPTSH Capped Composite Index ETF NvSESTSE
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Canada Is Feeling It Earlier — Markets Will Bottom Before It Feels Better

Household debt service ratios Household debt service ratios
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Source: North Cove Advisors Inc. As of Feb 29, 2024.
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How Does This Translate in the Portfolios

WN — George Weston Limited

George Weston Holdco Discount (Daily)
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Note: Assumes a value of 7-9x NTM EBITDA for Weston Foods prior to its divestiture in Q4/21. Source: TD Securities Inc. As of Feb 28, 2024.
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Energy — Free Cash Flow Profiles Remain Attractive

Most free cash for dividends and share buybacks

CNQ Canadian Matural Resources NYSE ®StockChartscom
Erergy § Exploration & Production Friday 15-Mar-2024
Oper; 69.15 Ask: Wkt Cap: 77.8B PIE: 12.98 A +5.68%
High: 73.79 Bicl: Annual Dividend: 2.8583 EPS: 5.59 Ch: +3.90
Loy 68.88 Last: Yigld: 3.94% Last Earnings: 2024-02-29 Last: 72.60
Prev Cloze: 68.70 Optionableyes SCTR (LrgCap): 76.0 Mext Earnings: 2024-05-02 “olume: 36,904,532
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LHS: Source: Peters & Co, RBC GAM. As of March 14, 2024. RHS: Source: StockCharts. As of Mar 15, 2024.
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Canadian banks’ provisions for credit losses by product

Provisions for credit losses by product

(Annual since 1990)
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Source: Company filings, RBC Capital Markets. As of April 2024
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Canadian Banks’ Historical Valuations
Bank P/E multiples recovering

Averages Bank P/E
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Source: BMO CM, Bloomberg; Note: Last Data Point: Apr 25, 2024. As of 2016, industry earnings include consensus estimates for BMO from FactSet.
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RBC North American Value Fund

All-in-one solution with an exceptional track record

13 .
RBC North American
Value Fund
H
12 ®
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15 Year Standard Deviation (%)

Data as of Mar 31, 2024. Based on series F performance, net of management fees. Source: Morningstar. *Custom benchmark = 60% S&P/TSX, 40% S&P 500, half hedged. CIFSC category is Canadian Focused Equity
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Disclosure

May 13, 2024

This information has been provided by RBC Global Asset Management Inc. (RBC GAM) and is for informational purposes only. Discussion of any securities during this
presentation is confidential and is not a recommendation to buy or sell any specific security. 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 provided. Information obtained from third parties is believed to be reliable but RBC GAM and its affiliates assume no responsibility for any
errors or omissions or for any loss or damage suffered. RBC GAM reserves the right at any time and without notice to change, amend or cease publication of the information.

This document may contain forward-looking statements about the Fund, its future performance, strategies or prospects, and possible future Fund action. 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, both
about the Fund and general economic factors, so it is possible that predictions, forecasts, projections and other forward-looking statements will not be achieved. We caution you
not to place undue reliance on these statements as a number of important factors could cause actual events or results to differ materially from those expressed or implied in any
forward-looking statement made by the Fund. These factors include, but are not limited to, general economic, political and market factors in Canada, the United States and
internationally, interest and foreign exchange rates, global equity and capital markets, business competition, technological changes, changes in laws and regulations, judicial or
regulatory judgments, legal proceedings and catastrophic events. The above list of important factors that may affect future results is not exhaustive. Before making any
investment decisions, we encourage you to consider these and other factors carefully. All opinions in forward-looking statements are subject to change without notice and are

provided in good faith but without legal responsibility.

® / ™ Trademark(s) of Royal Bank of Canada. Used under licence. © RBC Global Asset Management Inc. 2024
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