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An unshocking response to the Saudi oil supply shock?
Kelly Bogdanova – San Francisco

While markets often have a more measured response than the headlines do to geopolitical threats, an
escalation of military tensions in the Middle East would likely grab the market’s attention. We assess how
geopolitical risks could impact portfolios and explain why we’re comfortable with a Market Weight stance
for equities.
One of the world’s largest oil producers loses more than half
of its output after drones and missiles penetrate its very
expensive missile defense system, and just days later crude
oil has retreated meaningfully from its spike and equities are
nearly where they were before the attack. What gives?
Acts of war, terrorism, and the like don’t always move markets,
and there are key reasons they are responding calmly to the
strikes on Saudi Arabia at this juncture. But if military tensions
escalate, especially if the U.S. becomes involved, markets may
take notice. RBC Capital Markets’ commodity strategy team
thinks “risks are high and that this conflict goes kinetic before
year-end.”
With geopolitical uncertainties on the rise and conflicts in
the Middle East unlikely to disappear anytime soon, we think
it’s useful to gauge how military clashes have impacted the
U.S. equity market previously, and to consider how such risks
should be factored into portfolio positioning.

missile defense systems left the Kingdom’s infrastructure
extremely vulnerable. And it wasn’t the first time.
The calm, measured market reaction to the Saudi energy
infrastructure attack isn’t unheard of compared to previous
hostile acts. Some military and terrorism events move markets,
others don’t, and sometimes markets take a “wait-and-see”
approach.

… but events can change
In this case, markets seem to be taking the risks in stride
because Saudi Arabia believes it can fully restore oil
production by month’s end, and in the meantime it is releasing
strategic reserves to fill the gaps.
Markets are laser-focused on the global economy, and crude
oil's relatively tame reaction (as the initial shock to prices
dissipated) means global consumer spending is unlikely to be
impacted by this specific incident.

Rolling with the punches …
Saudi Arabia, with the third-largest military budget in the
world behind the U.S. and China, spent billions upon billions
of dollars purchasing extensive missile defense systems to
shield its key infrastructure, especially its Abqaiq crude oil
processing facility, which was a well-known target, according
to our commodity strategy team.

Market pulse

Nevertheless and for whatever reasons—there are various
explanations by military hardware experts—the expensive
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Another reason for markets’ restrained reaction is that so far
President Trump seems to be doubling down on sanctions
against Iran rather than prioritizing a military option.
But priorities and events can change, especially in the
Middle East where war and terror is the norm rather than
the exception. Tensions between Saudi Arabia and Iran,
the war and humanitarian crisis in Yemen, and the related
entanglements of the U.S. and other countries in the region
are unlikely to flame out anytime soon. Not everyone in
Washington seems intent on merely stopping at sanctions.
Some are beating the war drums again.
Also, sanctions can be a slippery slope. Once a country has
been sanctioned to the hilt with little prospect of relief, what
incentive does it have to cooperate?

History lesson
If tensions in the region heat up further, we think the market’s
performance during previous military conflicts and hostile
acts can serve as a guide to the potential range of outcomes.
The S&P 500 fell 6.3%, on average, in 17 major post-WWII
military conflicts and security events that we evaluated.
The market’s reaction lasted an average of only 30 days. At
times equities weakened during the run-up to the conflict as
tensions were mounting, and recovered soon after it began.
(See the full list along with terrorism events in the table.)
But like any small sample size, there were notable deviations,
some of which are segmented in red in the table. In these
cases, markets were not immune from volatility and
meaningful losses. Some events sparked 10%+ corrections and
negatively impacted the U.S. economy.
In our view, the state of market and economic fundamentals
at the time, and the subsequent impact on economic
momentum after the geopolitical shock occurs, go a long
way in determining how acute and long-lasting the market’s
reaction will be following a clash.

Portfolio perspective
In determining equity allocations, we believe investors would
be prudent to assume that geopolitical risks can crop up
occasionally and push the equity market into a temporary
5%–10% pullback or, in rarer cases, an even longer-lasting
correction of greater magnitude.
If an investor’s current allocation to equities cannot be
sustained through these types of declines then there may be a
mismatch between the equity weighting and liquidity needs,
risk tolerance, or time horizon that should be addressed.
Funds earmarked for equities should be long-term allocations
given the steep swings the equity market can (and usually
does) have in a variety of circumstances.
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S&P 500 responses to select acts of war and terrorism since
World War II

Events

Start date

Trading
%
Trading
days to change days back
trough to trough to even

Acts of war
U.S.
U-2 shot down; cover unwound

May 7, 1960

2

-0.6%

4

Bay of Pigs invasion

Apr 15, 1961

6

-3.0%

14

Cuban Missile Crisis

Oct 16, 1962

6

-6.3%

13

Gulf of Tonkin Incident (Vietnam)

Aug 2, 1964

4

-2.2%

29

Tet Offensive (Vietnam)

Jan 29, 1968

25

-6.0%

46

Cambodian Campaign (Vietnam)

May 1, 1970

18

-14.9%

86

U.S. invades Grenada

Oct 25, 1983

11

-2.8%

15

Lead-up to U.S. Panama invasion

Dec 15, 1989

2

-2.2%

8

Lead-up to Gulf War (Desert Storm)

Jan 1, 1991

6

-5.7%

13

U.S. spy plane captured in China

Apr 1, 2001

3

-4.9%

7

War in Afghanistan

Oct 7, 2001

1

-0.8%

3

Lead-up to Iraq War

Feb 5, 2003

24

-5.6%

28

N. Korea invades S. Korea

Jun 25, 1950

15

-12.9%

56

Lead-up to Six-Day War (June 6)

May 14, 1967

15

-5.6%

20

Yom Kippur War, Arab oil embargo

Oct 6, 1973

42

-16.1%

6 years*

Soviet-Afghan War

Dec 24, 1979

7

-2.3%

10

50

-15.9%

131

14

-6.3%

30

External

Iraq invades Kuwait, oilfields seized Aug 2, 1990
Average
Terrorism
U.S. Embassy in Iran seized

Nov 4, 1979

3

-1.0%

6

U.S. Marines killed in Lebanon

Oct 23, 1983

12

-2.5%

15

Oklahoma City bombing

Apr 19, 1995

1

-0.1%

3

U.S. Embassy bombings in Africa

Aug 7, 1998

5

-2.5%

7

WTC, Pentagon airplane attacks

Sep 11, 2001

5

-11.6%

19

Madrid train bombings

Mar 11, 2004

3

-1.7%

5

London Underground bombings

Jul 7, 2005

Paris Bataclan, restaurant attacks

Nov 13, 2015

1

-1.1%

2

Bastille Day attacks in Nice

Jul 14, 2016

1

-0.1%

2

4

-2.6%

7

Average

No S&P decline; FTSE -1.4%

* Other economic and monetary policy factors negatively influenced the
number of days it took the market to get back to even; this is not counted in
the average number of trading days back to even.
Source - RBC Wealth Management, RBC Global Asset Management,
Wikipedia, National Security Archive at George Washington University, U.S.
Naval Institute; data attempts to capture any pre-event impact

As with any outside event, we focus on the potential economic
and earnings impact, as these are the primary factors that
drive equities over the medium-to-long term. As long as the
trajectories of the global and U.S. economies and corporate
profits are not materially threatened by the current geopolitical
dispute in the Middle East, we are comfortable holding
equities at the Market Weight or benchmark level in portfolios.
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Markets continue to anticipate more rate cuts than Fed officials

United States
Ben Graham, CFA & Bill Kuehn, CFA – Minneapolis
• For the second consecutive meeting Fed policymakers
cut the federal funds rate by 25 basis points (bps) to a
target range of 1.75%–2.00%. There were three dissenting
votes to the cut; noted hawks Esther George and Eric
Rosengren favored no cut, arguing the U.S. economy
remains on solid footing, and noted dove James Bullard
favored a more aggressive cut of 50 bps. There were few
changes to the official statement’s language pertaining to
the U.S. economy. The changes mainly centered on gains
in household spending, which were cited as “strong,” as
well as a new mention of “weakened” business investment
and exports, which would be in line with the warnings of
trade tensions weighing on growth.
• The Federal Open Market Committee (FOMC) also
released updated interest rate projections (aka, the dot
plot) for the first time since June, and the FOMC remains
divided on the future outlook for interest rates. Seven
Fed officials estimated one additional 25 bps cut, five
officials estimated no changes are needed, and five
officials estimated one rate hike from here. In our opinion,
the latter five officials aren’t signaling the need for a hike,
but rather expressing their view that cutting interest rates
from current levels was wrong. We continue to expect
at least one more 25 bps cut before year-end as the
Fed keeps a wary eye on trade-related issues and their
potential impact upon global growth as it strives to keep
the current expansion alive.
• U.S. equity markets have reversed a small portion of
the rotation to value that kicked off the month. Thus
far this week, the NASDAQ and S&P 500 have delivered
gains while the Russell 2000 and Dow Jones are slightly
lower. For the month, the small-cap Russell 2000 has
outperformed the S&P 500 by more than 170 basis points,
4.5% to 2.7%. With this recent shift from small to large
and from growth to value as the backdrop, RBC Capital
Markets, LLC Head of U.S. Equity Strategy Lori Calvasina
has changed her sector recommendations. Calvasina
has upgraded the more cyclical Industrials sector to
Overweight from Market Weight and downgraded the
more defensive Consumer Staples sector from Overweight
to Market Weight. Economic data from recent days
supports her opinion that the economic backdrop has
improved in recent months, with trends in inflation
moving ahead of the Fed’s 2% target, ISM services data
surprising to the upside with its 56.4 reading, industrial
production and retail sales higher than expected, and
U.S. housing starts delivering their strongest month since
2007. These changes in sector allocations and economic
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FOMC (September meeting)
FOMC (June meeting)
Market (Current)

2.75%
2.50%
2.25%
2.00%

The Fed "median" estimates
show no more rate cuts, but 7
of 17 officials see another cut
this year, as does the market.

1.75%
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1.25%
1.00%
Current

2019

2020

2021

2022

Longerterm

Source - RBC Wealth Management, Bloomberg; data through 9/18/19

data points support our recommendation of Market
Weight positioning in U.S. equities.

Canada
Arete Zafiriou & Sayada Nabi – Toronto
• Canadian banks have underperformed the broader
market year to date; the S&P/TSX Composite Index Banks
(Industry Group) is up 12.2% vs. 17.7% for the S&P/TSX
Composite Index. The group is trading at a forward P/E
multiple of 10.9x, below its long-term average of 11.4x,
and around 4% below its historical average discount to the
broader market. Following the Q3 earnings season, RBC
Capital Markets reduced its 2020 earnings estimates for
the Canadian banks in its coverage universe. All of these
banks reported Q3 2019 EPS below RBC Capital Markets’
expectations, primarily due to higher provisions for credit
losses (PCLs), which were up 29% since Q4 2018. The U.S.
segments also weighed on earnings, with several banks
posting significant net interest margin compression.
RBC Capital Markets expects credit quality to continue
to normalize through 2020, and forecasts U.S. and
international earnings growth will slow to approximately
4% next year, below this year’s estimated growth of
approximately 19%.
• International trade can boost provincial economies,
but that hasn’t been the case this year, according to
RBC Economics. Canadian provincial exports have
been limited by tariffs and agricultural commodity bans,
resulting in downward revisions to 2019 growth forecasts.
RBC Economics has identified Saskatchewan as the
province with the highest exposure to international
trade. China’s decision to ban Canadian agricultural
products including soybeans, meat, and canola caused
the province’s exports to decline 6% in the first half of the
year, trimming Saskatchewan’s 2019 growth outlook to
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0.6% from 1.1%. Trade concerns are echoed in British
Columbia and Manitoba, where falling exports reduced
2019 GDP estimates to 2.2% (from 2.4%), and 1.3% (from
1.5%), respectively. Alberta’s GDP was also revised lower
as economic growth continues to be curtailed by pipeline
bottlenecks that have limited the Energy sector’s reach.
Not all revisions have been negative, however, as strong
consumer spending put the Atlantic provinces on track
to meet their growth forecasts while also boosting the
outlook for Quebec and Ontario.

Europe
Frédérique Carrier & Alastair Whitfield – London
• In the U.K., Consumer Prices Index (CPI) inflation fell
abruptly and more sharply than consensus expectations,
with headline inflation dropping from 2.1% y/y in July to
1.7% y/y in August. Low inflation numbers have not yet
influenced the Bank of England (BoE), which decided to
maintain its policy rate at 0.75%.
• However, against a backdrop of continuing Brexit
uncertainty, the BoE made a slight dovish shift at its
September meeting given the prospect of a further
weakening of growth due to a prolonged departure from
the EU. This provides the basis for the BoE to potentially
downgrade its forecasts at the November meeting,
and allows flexibility for a shift in forward guidance if
warranted. The bank can keep its powder dry for now,
given the current low probability that the U.K. will exit
the EU without a deal at the end of October. But in the
case of a no-deal Brexit, we believe both an emergency
interest rate cut and the resumption of an asset purchase
programme are possible. The BoE has now positioned
itself to be able to act depending on how the coming weeks
play out.
• European Central Bank (ECB) President Mario Draghi’s
message following the ECB’s meeting suggests to us
that it is unlikely the bank will need to act further in the
near term given the extensive measures that have already
been set out, including €20B per month of quantitative
easing from the beginning of November. Another reason
the ECB may see no need for a rate cut at present is that
Draghi indicated fiscal policy should take precedence
over monetary policy going forward. We are also seeing
this change in tone amongst government authorities.
France and Italy have already loosened their purse strings
somewhat, the former following the Yellow Vests protests
and the latter in its recent budget negotiations. Germany
is exploring ways to accelerate the release of previous
commitments, while the Netherlands has drawn up plans
for an investment fund of some €50B. The new European
Commission has also stated it will be more flexible in the
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interpretation of fiscal rules. This should help sustain
growth, and lightens the responsibility of the ECB to
further stimulate the economy for now.

Asia Pacific
Jasmine Duan – Hong Kong & Nicholas Gwee, CFA – Singapore
• Asian markets mostly fell during the week, led by Hong
Kong and India. The Hang Seng Index posted four
straight days of losses. Risk appetite in Hong Kong
markets remained subdued as demonstrators continued
to clash with police. The NIFTY 50 Index dropped to a
multiweek low on concerns over the brief surge in crude
oil prices and related lingering geopolitical risks, and
slowing regional economic growth.
• Deputy trade negotiators from the U.S. and China are set
to resume face-to-face talks in Washington on September
19. The two-day talks are intended to lay the groundwork
for high-level negotiations in early October. Investors have
welcomed the recent de-escalation in the trade dispute.
U.S. President Donald Trump hinted that a trade deal
could be struck prior to the U.S. election in November
2020, or that an agreement could be reached “one day”
after the vote. According to Trump, if the deal comes after
the election, it would be on terms “far worse” for Beijing
than it could achieve right now. The protracted dispute
has dragged on for 14 months and the two sides remain at
odds. We do not expect a breakthrough at the upcoming
negotiations, but we also do not rule out a limited,
piecemeal deal to ease the economic pain.
• China’s industrial production grew 4.4% y/y in August,
the slowest pace in over 17 years, missing market
expectations of 5.2% growth. Fixed-asset investment
and retail sales growth in August also slightly undershot
forecasts. We believe the latest data signal further
weakness in an economy hit by the trade war and slowing
domestic demand.
• The Bank of Japan (BoJ) kept monetary policy steady at
its September meeting. We believe the weaker yen may
have taken some pressure off the BoJ to immediately
follow other major central banks in lowering interest rates.
In our opinion, the BoJ is walking a fine line between
conserving its limited ammunition and having to expand
stimulus to defend Japan’s fragile economic recovery.
• Three listed real estate investment trusts (REITs) in
Singapore conducted equity fundraising to help finance
new acquisitions. The offerings were met with strong
demand from investors. Going forward, we believe more
REITs may take advantage of the keen interest and look to
raise funds as well.
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relative basis.

Explanation of RBC Capital Markets, LLC Equity Rating System

An analyst’s “sector” is the universe of companies for which the
analyst provides research coverage. Accordingly, the rating assigned
to a particular stock represents solely the analyst’s view of how that
stock will perform over the next 12 months relative to the analyst’s
sector average.
Distribution of Ratings - RBC Capital Markets, LLC Equity Research
As of June 30, 2019

Rating
Buy [Top Pick & Outperform]
Hold [Sector Perform]
Sell [Underperform]

Ratings:

Count

Percent

772
588
81

53.57
40.80
5.62

Investment Banking Services
Provided During Past 12 Months
Count
Percent
215
114
2

27.85
19.39
2.47

Top Pick (TP): Represents analyst’s best idea in the sector;
expected to provide significant absolute total return over
12 months with a favorable risk-reward ratio. Outperform (O):
Expected to materially outperform sector average over 12
months. Sector Perform (SP): Returns expected to be in line
with sector average over 12 months. Underperform (U): Returns
expected to be materially below sector average over 12
months. Restricted (R): RBC policy precludes certain types of
communications, including an investment recommendation,
when RBC is acting as an advisor in certain merger or other
strategic transactions and in certain other circumstances. Not
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Rated (NR): The rating, price targets and estimates have been
removed due to applicable legal, regulatory or policy constraints
which may include when RBC Capital Markets is acting in an
advisory capacity involving the company.

Risk Rating:

The Speculative risk rating reflects a security’s lower level of
financial or operating predictability, illiquid share trading volumes,
high balance sheet leverage, or limited operating history that result
in a higher expectation of financial and/or stock price volatility.

Valuation and Risks to Rating and Price Target

When RBC Wealth Management assigns a value to a company in a
research report, FINRA Rules and NYSE Rules (as incorporated into
the FINRA Rulebook) require that the basis for the valuation and
the impediments to obtaining that valuation be described. Where
applicable, this information is included in the text of our research
in the sections entitled “Valuation” and “Risks to Rating and Price
Target”, respectively.

Conflicts Disclosure: RBC Wealth Management is registered with
the Securities and Exchange Commission as a broker/dealer and
an investment adviser, offering both brokerage and investment
advisory services. RBC Wealth Management’s Policy for Managing
Conflicts of Interest in Relation to Investment Research is available
from us on our website at https://www.rbccm.com/GLDisclosure/
PublicWeb/DisclosureLookup.aspx?EntityID=2. Conflicts of interests
related to our investment advisory business can be found in Part 2A
Appendix 1 of the Firm’s Form ADV or the RBC Advisory Programs
Disclosure Document. Copies of any of these documents are
available upon request through your Financial Advisor. We reserve
the right to amend or supplement this policy, Part 2A Appendix 1 of
the Form ADV, or the RBC Advisory Programs Disclosure Document at
any time.

The analyst(s) responsible for preparing this research report have
received (or will receive) compensation that is based upon various
factors, including total revenues of RBC Capital Markets, LLC, and
its affiliates, a portion of which are or have been generated by
investment banking activities of RBC Capital Markets, LLC and its
affiliates.

The authors are employed by one of the following entities: RBC
Wealth Management USA, a division of RBC Capital Markets, LLC, a
securities broker-dealer with principal offices located in Minnesota
and New York, USA; by RBC Dominion Securities Inc., a securities
broker-dealer with principal offices located in Toronto, Canada;
by RBC Investment Services (Asia) Limited, a subsidiary of RBC
Dominion Securities Inc., a securities broker-dealer with principal
offices located in Hong Kong, China; and by Royal Bank of Canada
Investment Management (U.K.) Limited, an investment management
company with principal offices located in London, United Kingdom.

Other Disclosures

Research Resources

Prepared with the assistance of our national research sources.
RBC Wealth Management prepared this report and takes sole
responsibility for its content and distribution. The content may have
been based, at least in part, on material provided by our third-party
correspondent research services. Our third-party correspondent
has given RBC Wealth Management general permission to use
its research reports as source materials, but has not reviewed or
approved this report, nor has it been informed of its publication.
Our third-party correspondent may from time to time have long
or short positions in, effect transactions in, and make markets in
securities referred to herein. Our third-party correspondent may
from time to time perform investment banking or other services for,
or solicit investment banking or other business from, any company
mentioned in this report.
RBC Wealth Management endeavors to make all reasonable efforts
to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. In certain
investment advisory accounts, RBC Wealth Management or a
designated third party will act as overlay manager for our clients
and will initiate transactions in the securities referenced herein
for those accounts upon receipt of this report. These transactions
may occur before or after your receipt of this report and may have
a short-term impact on the market price of the securities in which
transactions occur. RBC Wealth Management research is posted to
our proprietary Web sites to ensure eligible clients receive coverage
initiations and changes in rating, targets, and opinions in a timely
manner. Additional distribution may be done by sales personnel via
e-mail, fax, or regular mail. Clients may also receive our research via
third-party vendors. Please contact your RBC Wealth Management
Financial Advisor for more information regarding RBC Wealth
Management research.
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This document is produced by the Global Portfolio Advisory
Committee within RBC Wealth Management’s Portfolio Advisory
Group. The RBC WM Portfolio Advisory Group provides support
related to asset allocation and portfolio construction for the
firm’s Investment Advisors / Financial Advisors who are engaged
in assembling portfolios incorporating individual marketable
securities. The Committee leverages the broad market outlook as
developed by the RBC Investment Strategy Committee, providing
additional tactical and thematic support utilizing research from the
RBC Investment Strategy Committee, RBC Capital Markets, and thirdparty resources.

Third-party disclaimers

The Global Industry Classification Standard (“GICS”) was developed by and is
the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard
& Poor’s Financial Services LLC (“S&P”) and is licensed for use by RBC. Neither
MSCI, S&P, nor any other party involved in making or compiling the GICS or any
GICS classifications makes any express or implied warranties or representations
with respect to such standard or classification (or the results to be obtained by
the use thereof), and all such parties hereby expressly disclaim all warranties of
originality, accuracy, completeness, merchantability and fitness for a particular
purpose with respect to any of such standard or classification. Without limiting
any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any
third party involved in making or compiling the GICS or any GICS classifications
have any liability for any direct, indirect, special, punitive, consequential or any
other damages (including lost profits) even if notified of the possibility of such
damages.
References herein to “LIBOR”, “LIBO Rate”, “L” or other LIBOR abbreviations
means the London interbank offered rate as administered by ICE Benchmark
Administration (or any other person that takes over the administration of such
rate).

Disclaimer

The information contained in this report has been compiled by RBC Wealth
Management, a division of RBC Capital Markets, LLC, from sources believed to
be reliable, but no representation or warranty, express or implied, is made by
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Royal Bank of Canada, RBC Wealth Management, its affiliates or any other person
as to its accuracy, completeness or correctness. All opinions and estimates
contained in this report constitute RBC Wealth Management’s judgment as of
the date of this report, are subject to change without notice and are provided
in good faith but without legal responsibility. Past performance is not a guide
to future performance, future returns are not guaranteed, and a loss of original
capital may occur. Every province in Canada, state in the U.S., and most countries
throughout the world have their own laws regulating the types of securities and
other investment products which may be offered to their residents, as well as
the process for doing so. As a result, the securities discussed in this report may
not be eligible for sale in some jurisdictions. This report is not, and under no
circumstances should be construed as, a solicitation to act as securities broker or
dealer in any jurisdiction by any person or company that is not legally permitted
to carry on the business of a securities broker or dealer in that jurisdiction.
Nothing in this report constitutes legal, accounting or tax advice or individually
tailored investment advice. This material is prepared for general circulation to
clients, including clients who are affiliates of Royal Bank of Canada, and does
not have regard to the particular circumstances or needs of any specific person
who may read it. The investments or services contained in this report may not
be suitable for you and it is recommended that you consult an independent
investment advisor if you are in doubt about the suitability of such investments
or services. To the full extent permitted by law neither Royal Bank of Canada nor
any of its affiliates, nor any other person, accepts any liability whatsoever for any
direct, indirect or consequential loss arising from, or in connection with, any use
of this report or the information contained herein. No matter contained in this
document may be reproduced or copied by any means without the prior written
consent of Royal Bank of Canada in each instance. Additional information is
available upon request.
To U.S. Residents: This publication has been approved by RBC Capital Markets,
LLC, Member NYSE/FINRA/SIPC, which is a U.S. registered broker-dealer and
which accepts responsibility for this report and its dissemination in the United
States. RBC Capital Markets, LLC, is an indirect wholly-owned subsidiary of
the Royal Bank of Canada and, as such, is a related issuer of Royal Bank of
Canada. Any U.S. recipient of this report that is not a registered broker-dealer or
a bank acting in a broker or dealer capacity and that wishes further information
regarding, or to effect any transaction in, any of the securities discussed in
this report, should contact and place orders with RBC Capital Markets, LLC.
International investing involves risks not typically associated with U.S. investing,
including currency fluctuation, foreign taxation, political instability and different
accounting standards.
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To Canadian Residents: This publication has been approved by RBC Dominion
Securities Inc. RBC Dominion Securities Inc.* and Royal Bank of Canada are
separate corporate entities which are affiliated. *Member-Canadian Investor
Protection Fund. ®Registered trademark of Royal Bank of Canada. Used under
license. RBC Wealth Management is a registered trademark of Royal Bank of
Canada. Used under license.
RBC Wealth Management (British Isles): This publication is distributed by Royal
Bank of Canada Investment Management (U.K.) Limited and RBC Investment
Solutions (CI) Limited. Royal Bank of Canada Investment Management (U.K.)
Limited is authorised and regulated by the Financial Conduct Authority (Reference
number: 146504). Registered office: Riverbank House, 2 Swan Lane , London,
EC4R 3BF, UK. RBC Investment Solutions (CI) Limited is regulated by the Jersey
Financial Services Commission in the conduct of investment business in Jersey.
Registered office: Gaspé House, 66-72 Esplanade, St Helier, Jersey JE2 3QT,
Channel Islands, registered company number 119162.
To Hong Kong Residents: This publication is distributed in Hong Kong by
Royal Bank of Canada, Hong Kong Branch which is regulated by the Hong
Kong Monetary Authority and the Securities and Futures Commission (‘SFC’),
and RBC Investment Services (Asia) Limited, which is regulated by the SFC.
To Singapore Residents: This publication is distributed in Singapore by the
Royal Bank of Canada, Singapore Branch, a registered entity licensed by the
Monetary Authority of Singapore. This material has been prepared for general
circulation and does not take into account the objectives, financial situation,
or needs of any recipient. You are advised to seek independent advice from
a financial adviser before purchasing any product. If you do not obtain
independent advice, you should consider whether the product is suitable
for you. Past performance is not indicative of future performance. If you have
any questions related to this publication, please contact the Royal Bank of
Canada, Singapore Branch. Royal Bank of Canada, Singapore Branch accepts
responsibility for this report and its dissemination in Singapore.
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