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Index Performance (Price Performance % Change)
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A GREAT START TO THE NEW YEAR

After a “flat” 2011 performance for the major U.S.
averages, the market roared to life for its best January
Dow Jones Industrial Avg 12,632.91 3.40% 567% 3.40% 6.23%  25.48% finish in nearly 15 years. The S&P 500 gained 4.4%, the
Dow Jones Industrial trailed a bit with a return of 3.4%,

Index 1/31/2012 Month Months YTD Year  Years

S&P 500 131241 436% 472% 436% 204% 22.21% N o )
and the Nasdaq Composite kicked in with a gain of over
S&P Industrials 176516 4.11% 4.97% 411% 507% 26.96% 8%. The markets are up some 20% from the October 3,
NASDAQ Composie  2,81384 8.01% 480 801% 421% 3104% 2011, lows, based in part on economic data that is more
encouraging than negative. Among the best-performing
Russell 2000 19282 7.00% 6.98% 7.00% 148% 316% | gectors were Materials, Financials, and Information
S&P TSXComposie 1245215 416% 163% 4.16% -812% 1224% | 1echnology. The more defensive sectors, including
. : : - Utilities, Telecommunication Services, and Consumer
FTSE 100 SE0L6L 196% 248% 196% -3.0% 9.50% Staples, underperformed (see tables to the left for
HDax 645891 9.50% 517% 9.50% -8.74% 15.16% performance data).
Hang Seng 20,390.49 10.61% 2.65% 10.61% -13.04% 1.33%

Where to from here?

We have maintained our “Neutral” stance on equities,
Nikkei 225 880251 4.11% -2.07% 4.11% -14.02% -13.68% which is not negative. As we look at equities, they offer
very attractive valuations based on forward earnings and
. compared to longer-term averages (see graph on page 2).
Sector Performance (Price Performance % Change) So why not be more positive? As we look at the continued
Price.  One  Three One  Two backdrop of sluggish economic growth in the United
1/31/2012 Month Months YTD  Year  Years States, a recession scenario for Europe and the rather big
guestion of hard or soft landing for China, our conclusion
is there’s still a great deal of uncertainty for the global

Morgan Stanley EAFE 1,486.74 5.25% -1.21% 5.25% -12.36% -1.58%

Consumer Discreionary  326.65 5.86% 6.03% 5.86% 11.33% 43.19%

Consumer Staples 32084 -170% 311% -1.70% 10.5%% 2L.77% economies. And while a recession for the U.S. economy is
Energy 5853 148% 206% 148% -281% 28.73% not in our forecast, it cannot be completely ruled out.
Financials 18019 796% A419% 7.96% -1428% -0.91% Valuetions_, while inexpensive, are not reflective of a
possible hiccup (negative outcome) to any of the broader

Health Care 41383  297% 6.5/% 297% 13.01% 13.77% economic scenarios that would cause risk to our forecasts
Industrials 3250 691% 8.60% 691% -0.43% 30.19% and_, therefore, valuetlo_n. In addition, ona short-term

. basis, some market indicators look a little overbought, and
Information Technology 441.01 758% 4.62% 7.58% 4.61% 29.94% as SUCh, we W|” |00k for pu”backs as Opportunities to add
Materials 23512 11.06% 8.34% 1106% -173% 28.83% to attractive stocks and sectors.
Telecommunications 12471 -394% 0.44% -3.94% 0.74% 19.97%
Utlities 176.28 -3.66% -0.28% -3.66% 9.47% 17.58%

Note: All returns are simple price appreciation. Figures shown exclude
any confribution from dividends.
Source: FactSet

Janet Engels, Analyst All values in U.S. dollars unless otherwise noted.
RBC Capital Markets, LLC Priced as of January 31, 2011, market close (unless otherwise stated).
janet.engels@rbc.com For Important Disclosures, see pages 5-6.
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S&P Annual Earnings Per Share Price to Forward Earnings
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Light shaded bars indicated bottom up consensus forecast
Source: Standard & Poor's, FactSet. Source: FactSet; monthly data series, through January 2012
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January-at-a-Glance — S&P 500

1350 - The Fed indi .
1/25 The e. indicates |t. 1/30 The first
would not raise rates until .
European Summit of
late 2014, far later than
. . the year starts to
prevous mid-2013 address the European
1330 - timeframe, and that QE3 is debt crisis P
1/3 December's ISM is possible
531 (Note: It was 1/19 Initial jobless

53.9 on 1/3, but revised level since 2008
1310 1 t0 53.1 on 1/31/12)

1/24 The IMF 1/27 The initial
lowers global estimate of 4th

growth forecasts ~ duarter 2012 _US
for 2012 to 3.3%  CGDP growth is

from a previous 2.8%, below
forecast of 4.0% consensus of 3%

1/6 December's
unemployment
1290 - rate falls to 8.5%

|
1/13 S&P cuts

AAA rati f i
rating o _ 1/18.Greece and private 1/31 The S&P 500
1270 - France and Austria creditors resume debt closes at 1312.41
12/30/11 S&P 500 closes at renegotiations up 4.4% for the
1257.60, flat for the year (S&P 500 month
closed at 1257.64 on 12/31/2010)
1250 T T T T
Dec 30 Jan 06 Jan 13 Jan 20 Jan 27

Source: Bloomberg and RBC Wealth Management, data through 1/31/12
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World Markets — January 2011
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Canada YTD: 1.96% MICEX
S&P/TSX M/M: 7.97%
M/M: 4.16%

YTD: 7.97%

YTD: 4.16%
Germany
HDAX

M/M: 9.50% Jgpar!
U.S. France YTD: 9.50% China lekel 225
S&P500 CAC 40 shanghai M/M: 4.11%
M/M: 4.36% M/M: 4.39% M/M: 4.24% YTD: 4.11%
YTD: 4.36% YTD: 4.39% YTD: 4.24%

South Korea
KRX100

Spain

Mexico IBEX 35 M/M: 7.51%
BOLSA M/M: -0.67% Hong Kong YTD: 7.51%
M/M: 0.93% YTD: -0.67% Hang Seng
YTD: 0.93% i M/M: 10.61%

—— India YTD: 10.61%

Bovespa ﬁAe/ﬁe% 25%

M/M: 11.13% 1o

YTD'. 11 -13(y YTD: 11.25% 5
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Australia
S&P/ASX 200
M/M: 5.08%
YTD: 5.08%

Source: FactSet and RBC Wealth Management, 1/31/12
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Analyst Certification

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all
of the subject securities or issuers. No part of the compensation of the responsible analyst(s) is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in this report.

Important Disclosures

RBC Wealth Management is a division of RBC Capital Markets, LLC, which is an indirect wholly-owned subsidiary of the
Royal Bank of Canada and, as such, is a related issuer of Royal Bank of Canada.

In the event that this is a compendium report (covers six or more companies) RBC Wealth Management may choose to
provide important disclosure information by reference. To access these disclosures, clients should refer to
http://www.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntitylD=2 to view disclosures regarding RBC Wealth
Management and its affiliated firms. Such information is also available upon request to RBC Wealth Management Research
Publishing, 60 South Sixth Street, Minneapolis, MN 55402.

References to a Recommended List in the recommendation history chart may include one or more recommended lists or
model portfolios maintained by RBC Wealth Management or one of its affiliates. RBC Wealth Management recommended
lists include a former list called the Prime Opportunity List (RL 3), a former list called the Private Client Prime Portfolio (RL 4),
the Guided Portfolio: Prime Income (RL 6), the Guided Portfolio: Large Cap (RL 7), the Guided Portfolio: Dividend Growth
(RL 8), the Guided Portfolio: Midcap 111 (RL 9), and the Guided Portfolio: ADR (RL 10). RBC Capital Markets recommended
lists include the Strategy Focus List and the Fundamental Equity Weightings (FEW) portfolios. The abbreviation 'RL On'
means the date a security was placed on a Recommended List. The abbreviation 'RL Off' means the date a security was
removed from a Recommended List.

Distribution of Ratings

For the purpose of ratings distributions, regulatory rules require member firms to assign ratings to one of three rating

categories - Buy, Hold/Neutral, or Sell - regardless of a firm's own rating categories. Although RBC Wealth Management's
ratings of Top Pick/Outperform, Sector Perform and Underperform most closely correspond to Buy, Hold/Neutral and Sell,
respectively, the meanings are not the same because our ratings are determined on a relative basis (as described below).

Investment Banking Services
Provided During Past 12 Months

Rating Count % Count %
Buy (TP/O) 781 51.80 223 28.55
Hold (SP) 655 43.40 145 22.14
Sell (U) 72 4.80 6 8.33

Definitions of Rating Categories

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 the analyst's view of how that stock will perform over the next 12 months relative to
the analyst's sector, but does not attempt to provide the analyst's view of how the stock will perform relative to: (i) all
companies that may actually exist in the company's sector, or (ii) any broader market index.

Ratings:

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.
Risk Qualifiers:

Average Risk (Avg): Volatility and risk expected to be comparable to sector; average revenue and earnings predictability;
no significant cash flow/financing concerns over coming 12-24 months; and/or fairly liquid.

Above Average Risk (AA): Volatility and risk expected to be above sector; below average revenue and earnings
predictability; may not be suitable for a significant class of individual equity investors; may have negative cash flow; and/or
low market cap or float.

Speculative (Spec): Risk consistent with venture capital; low public float; potential balance sheet concerns; and/or risk of
being delisted.
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Valuation and Price Target Impediments

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 “Price Target Impediment” respectively.

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors
including total revenues 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.

Other Disclosures

Prepared with the assistance of our national research sources.

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. 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.

Conflicts Disclosure: RBC Wealth Management’s Policy for Managing Conflicts of Interest in Relation to Investment
Research is available from us on request and is also made available on our website at
http://www.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntitylD=2. We reserve the right to amend or
supplement this policy at any time. For the current policy, please check our website.

The author(s) is/are employed by RBC Wealth Management, a division of RBC Capital Markets, LLC, a securities broker-
dealer with principal offices located in Minnesota and New York, USA.

Disclaimer

The information contained in this report has been compiled by RBC Wealth Management from sources believed to be reliable, but no representation or warranty,
express or implied, is made by 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. This report is not an offer to sell or a solicitation of an offer to buy any
securities. 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, any 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 a 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
RBC Wealth Management, 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 RBC Wealth Management nor any of its affiliates, nor any other person,
accepts any liability whatsoever for any direct or consequential loss arising from 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 consent of RBC Wealth Management. RBC Wealth Management is a division of
RBC Capital Markets, LLC, which is an indirect wholly-owned subsidiary of the Royal Bank of Canada and, as such, is a related issuer of Royal Bank of Canada.
Additional information is available upon request. Copyright © RBC Capital Markets, LLC 2012 - Member NYSE/FINRA/SIPC. All rights reserved.
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