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The global economy and financial markets largely withstood the impact of new U.S. trade barriers, as government stimulus
and the impact of artificial intelligence (“Al”) underpinned returns. The announcement of higher tariffs in the first half of 2025
produced a temporary plunge in stocks and corporate bonds on concern that U.S. policy would curtail global growth.
However, trade deals proved less punitive than had been feared, many central banks cut interest rates, and more companies
began to benefit from Al's cost savings.

Canadian bonds rose as central banks extended interest-rate cuts amid a slowdown in domestic growth. The Bank of
Canada (the “BOC”) cut its benchmark interest rate by 1 percentage point to 2.25% in 2025, aiming to shield the economy
from the threat of higher U.S. tariffs. The BOC also signalled the end of its current round of rate reductions. The U.S. Federal
Reserve (the “Fed”) cut its benchmark interest rate by 0.75 percentage point in 2025 to stimulate growth and support a
softer labour market.

Following a volatile start to 2025, equity markets ultimately found their footing and offered strong returns in most major
markets. In the U.S., equities were driven by Al and technological advances that led to investment in data centres,
semiconductors and energy farms. Canadian stocks outperformed most major international indexes, led by precious-metals
companies and financial firms. Many European markets hit records as the rise in the euro and enhanced defence spending
enabled regional stocks to outperform in Canadian- and U.S.-dollar terms. Emerging-market stocks had significant gains in
2025, beating developed markets for the first time in five years.

Economic growth should accelerate moderately in the year ahead, in the view of the portfolio manager, and may pleasantly
surprise relative to consensus expectations. Tariff headwinds should fade, and important tailwinds are set to blow. Inflation
may not fall by quite as much as consensus expectations for 2026 but should slowly ease after peaking in the spring.

Moderate economic growth should ease sufficiently for continued interest-rate cuts by the Fed and strong corporate profit
growth. Stocks are expected to continue outperforming bonds, but the portfolio manager recognizes that the potential for
outsized gains has diminished following this year’s strong performance that pushed some valuations to extreme levels.
Against this backdrop, sovereign bonds should deliver cash-like returns and offer ballast against equity-market volatility
should the economy disappoint.
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This has been provided by RBC Global Asset Management Inc. (RBC GAM) and is for informational purposes, as of the date noted only.
Discussion of any securities in this report is not a recommendation to buy or sell any specific security, and is subject to change. 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. Past
performance is no guarantee of future results. Interest rates, market conditions, tax rulings and other investment factors are subject to rapid change
which may materially impact analysis that is included in this document. You should consult with your advisor before taking any action based upon
the information contained in this document. All opinions constitute our judgment as of the dates indicated, are subject to change without notice and
are provided in good faith without legal responsibility. 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.

Please consult your advisor and read the prospectus or Fund Facts document before investing. There may be commissions, trailing commissions,
management fees and expenses associated with mutual fund investments. Mutual funds are not guaranteed or covered by the Canada Deposit
Insurance Corporation or by any other government deposit insurer. Mutual fund unit values change frequently. For money market funds, there can
be no assurances that the fund will be able to maintain its net asset value per security at a constant amount or that the full amount of your
investment in the fund will be returned to you. Past performance may not be repeated. RBC Funds, RBC Private Pools, RBC Alternative Funds and
PH&N Funds are offered by RBC Global Asset Management Inc. (RBC GAM) and distributed through authorized dealers in Canada.

This document may contain forward-looking statements about a fund or general economic factors which are not guarantees of future performance.
Forward-looking statements involve inherent risk and uncertainties, 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. 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. 2026

20f2 \‘%

RBC



