RBC Canadian Bond Index Fund

Commentary as at December 31, 2020
Government bonds in major developed markets recorded above-average returns in 2020, as fears of a pandemicdriven global economic recession prompted major central banks to support financial markets via drastic rate cuts and
unprecedented monetary stimulus. Stocks and corporate-bond prices had plummeted in March and government-bond yields
touched historic lows. Only the extraordinary stimulus measures, both monetary and fiscal, led to a rebound in riskier assets
and reversed some of the first-quarter gains for government bonds.
By the end of the year, the Bank of Canada (the “BOC”) had shelved many of its market-calming measures as
macroeconomic stability continued to improve, and bond purchases were scaled back. The U.S. Federal Reserve followed
a similarly generous monetary policy of asset purchases and promises to keep interest rates low until the economy was
back on track. While approvals of COVID-19 vaccines late in the period and specter of additional fiscal stimulus lifted bond
yields slightly, major central banks will likely be successful at keeping them from rising too much for some time. The BOC,
for example, said it did not anticipate raising its short-term benchmark rate before 2023, based on the bank’s current
economic forecast.
The portfolio manager expects that major central banks will hold interest rates steady for at least the next 12 months on
concern that the recovery in labour markets will likely stretch over several years and involve only a gradual removal of
monetary stimulus. In the near term, the rise in COVID-19 cases and related business restrictions are slowing the economic
recovery and holding down bond yields. Over the next year, the portfolio manager anticipates that the economic recovery
will likely lead to only modestly higher bond yields.

1 of 2

RBC Canadian Bond Index Fund

This has been provided by RBC Global Asset Management Inc. (RBC GAM) and is for informational purposes only. 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. 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. Some of the statements
herein may be considered forward-looking statements which are not guarantees of future performance. Forward-looking statements involve inherent risk
and uncertainties. Do not to place undue reliance on these statements as a number of important factors could cause actual results or events to differ
materially from those described. 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.
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, BlueBay Funds, PH&N Funds and RBC Corporate Class Funds are offered by
RBC Global Asset Management Inc. and distributed through authorized dealers in Canada.
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