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Investment UPDATE

Choose discipline over guesswork

Focusing on your long-term goals and ignoring the day-to-day activities
of the market is often difficult to do, but history has shown us time and
time again that investors who do usually come out ahead. News headlines
about economic events often have little or no relevance for choosing
what to invest in or when to invest. In the long run, disciplined investing
is more successful than trying to guess the movement of the markets.

Recent times have shown what can happen when emotions overrule sound
strategy. Following the final half of 2007, which saw the S&P/TSX Composite
Index at December 31, 2007 down from its 2007 summer peak, some investors
stopped adding to their investments, or even moved their money to cash.
Unfortunately these investors have been missing out on the market recovery
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that has been taking place through
much of this year in Canada. As at
June 30, 2008, the S&P/TSX Com-
posite Total Return Index is up 6.0%
year-to-date.

This type of behaviour is not uncom-
mon. A recent study showed that the
typical American mutual fund inves-
tor underperforms the average return
of mutual funds overall because

“investors attempt to time their
investments and redemptions — and
are frequently unsuccessful.”! Unfor-
tunately, the same often holds true
for Canadian mutual fund investors.

S&P/TSX Composite Index - January 1, 2008 to June 30, 2008

16,000

14,500

13,000

Index Level

11,500

14,467

10,000
January

Highlights from the past few months

MARCH 4
Bank of Canada cuts rate
50 basis points

JANUARY 22
Bank of Canada cuts rate
25 basis points

What can you do?

Get your money working for you

You need to be invested in the market
to participate in any potential future
gains. If your money isn't working hard
enough for you, speak with your RBC®
advisor or call 1-800 ROYAL® 1-1.
Together, you can review your current
portfolio and ensure that you have the
right mix of investments to help you
reach your investment goals sooner.

Think globally

Don't limit yourself to just Canada.
From the first cup of coffee that starts
your day to the television you watch
the evening news on, many of the
goods that we use each day come from

February

MARCH 17
JP Morgan announces intent
to buyout Bear Stearns

March April

APRIL 22

50 basis points

MAY 5
Oil hits $120 a barrel

beyond our borders. And your invest-
ment portfolio should be no different
— that is to say it should reflect the
global opportunities that international

investing provides.

Keep a good thing going

And for those who have stayed true
to the time-tested strength of disci-
plined investing — a long-term ap-
proach with a diversified investment
portfolio —look at regular investing
as a great way to force savings and
maximize returns. Pre-authorized
investment plans are available for as
little as $25 a month.

Bank of Canada cuts rate

May June

MAY 21
Oil hits $130 a barrel

JUNE 26
Oil hits $140 a barrel

Making the right investment choice is
much easier when stock markets are
rising and thoughts of potential losses
are infrequent. While difficult to do,
successful investors also invest when
the market is down. Although past
performance cannot guarantee future
results, if you stick to your long-term
investment plan, you stand a better
chance of reaching your goals.

Take the important step and talk to your
RBC advisor at your local RBC branch or
call 1-800 ROYAL® 1-1 for guidance in
following (or starting) an investment plan.
fThe S&P/TSX Composite Total Return Index
does not reflect markets outside of Canada.

!DALBAR Quantitative Analysis of Investor
Behavior 2008
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The one-minute market update

FIXED INCOME MARKETS

» The same outlook that supports
ongoing recovery in stock prices
suggests fixed income markets,

EQUITY MARKETS

» All major equity markets, except
Canada, remain well below fair value
— the minimum price level consistent
with mild inflation, low interest rates
and sustained growth. vulnerable to upside pressure on

yields over the months ahead.
» With an outlook for stable, if slow,

gains in GDP and moderating inflation,
the economic environment is supportive
of ongoing recovery in stock prices.

For a summary of the Summer 2008 Market Outlook, please visit our

website at www.rbcam.com/news/investment-market-outlook.html.

Canadian equities — Fair value range S&P/TSX Composite Index

especially government bonds, remain

Japanese equities — Fair value range

IMPLICATIONS

» We believe that the economy has
moved past its period of maximum
vulnerability, at least in North America.
Falling short-term interest rates, fiscal
relief and a weak U.S. dollar are now
beginning to offset pressure from the
housing crisis, credit crunch and rising
commodity prices.

v

The transition away from a climate of
fear and intense risk aversion opens up
scope for significant returns in stocks,
but also presents new challenges for
fixed income investors, especially
those exclusively focused on
government bonds.

Japan Datastream Index

May *08 Range: 335 - 842 (Mid: 588)
70- May *09 Range: 346 - 870 (Mid: 608)
Current (30-May-08): 429

Equities trading below the middle
of their fair value range.

Source: Datastream, Consensus Economics, RBCAM
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Canadian equities continue to remain relatively expensive, buoyed
by resources.

U.S. equities — Fair value range S&P 500 Equilibrium

European equities — Fair value range
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Attractive valuations in Japan continue as equity markets have largely
priced in weakening global demand.

Eurozone Datastream Index

May ’08 Range: 1598 - 2388 (Mid: 1993)
May ’09 Range: 1753 - 2620 (Mid: 2186)
Current (30-May-08): 2348

Equities trading above the
middle of their fair value range.

Source: Datastream, Consensus Economics, RBCAM
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Outlook remains constructive for the U.S. As the credit crunch clears,
attention will return to equity markets.
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Global economic slowdown is now somewhat reflected in share prices.
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Do more with us.

Create a banking experience that’s right for you and gives you the flexibility to combine products in a way that suits your needs and saves you money.
Bundle your banking together by opening a qualifying product® and you could win" a trip for four to the Vancouver 2010 Winter Games."

Do this Get this

Get more from us.

Get entered to:

Open 1 qualifying banking product

Get automatically entered
to win (max. 4 entries per
person)

Open all 4 qualifying banking products

Gold Rebate

® RBCVIP Banking®

e RBC Royal Bank® Visa* card
® RBC Investments® Products
e Residential Mortgage

Get 4 chances to win
plus you could qualify for
our MultiProduct Rebate®*

MultiProduct Rebate Savings

Get a $7.50 rebate on
your monthly banking fee
Plus other great features
with a total value of up to
$1,050%*

Silver Rebate

e RBC Signature No Limit Banking™
* RBC Royal Bank Visa* card

e RBC Investments Products

e Residential Mortgage

Get a $4 rebate on your
monthly banking fee
Plus other great features
with a total value of up to
$550%*

Bronze Rebate

® RBC No Limit Banking®

* RBC Royal Bank Visa* card
® RBC Investments Products
e Residential Mortgage

Geta $10.95 rebate on
your monthly banking fee
Plus other great features
with a total value of up to
$100**

WIN a trip for four to the
Vancouver 2010 Winter Games

OR

WIN 1 of 3 trips for two
to a past Winter Olympic host city

OR

WIN 1 of 150 Vancouver 2010
Winter Games Prize Packs

CREATE A BANKING EXPERIENCE THAT’S RIGHT FOR YOU.

If you are already receiving the MultiProduct Rebate, you will automatically be entered into the contest.
Contest closes September 30, 2008. To learn which products qualify, visit your local RBC branch today or visit www.rbc.com/bundle.

A Qualifying products for the MultiProduct Rebate: RBC Royal Bank investments [Guaranteed Investment Certificates
(GICs), Registered Retirement Savings Plans (RRSPs), and Registered Education Savings Plans (RESPs)]; RBC Royal
Bank Residential Mortgages, RBC Homeline Plan®, RBC Rewards® and Partner Rewards Visa cards (primary and
co-applicant cardholders only). Investments with RBC Dominion Securities® and RBC Direct Investing™ are not
eligible. Only one rebate per account. MultiProduct Rebate does not apply automatically where account ownership
differs between qualifying products. Some conditions apply.

**The amount actually saved will vary depending on the extent to which you use each of the account services.

t No purchase necessary. Contest runs from June 6, 2008 at 9:00 a.m. (EST) and ends on September 30, 2008 at
11:59 p.m. (EST). Up to a maximum of four entries permitted per person. Open qualifying products and you will
be automatically entered. Open to permanent Canadian residents who have reached the age of majority in the
province or territory in which they reside by the close of the Contest Period. There are 154 prizes available to be
won. 0dds of winning depend on the number of eligible entries. A correct answer to the skill-testing question is
required. For full Contest rules, please visit www.rbc.com/bundle.

Financial planning services and investment advice are provided by Royal Mutual Funds Inc., a member company under RBC Financial Group.
Royal Mutual Funds Inc., RBC Asset Management Inc., Royal Bank of Canada, Royal Trust Corporation of Canada and The Royal Trust Company are
separate corporate entities which are affiliated. Royal Mutual Funds Inc. is licensed as a financial services firm in the province of Quebec.

Investment and economic outlook information contained in this report has been compiled by RBC Asset Management Inc. from various sources.
Information obtained from third parties is believed to be reliable, but no representation or warranty, express or implied, is made by RBC Asset
Management Inc., its affiliates or any other person as to its accuracy, completeness or correctness. RBC Asset Management Inc. and its affiliates
assume no responsibility for any errors or omissions.

All opinions and estimates contained in this report constitute our judgment as of the indicated date of the information, are subject to change without
notice and are provided in good faith but without legal responsibility. To the full extent permitted by law, neither RBC Asset Management Inc. nor any

of its affiliates nor any other person accepts any liability whatsoever for any direct or consequential loss arising from any use of the outlook information
contained herein. Interest rates and market conditions are subject to change.

Guaranteed investment certificates and U.S.-dollar term deposits are offered through Royal Bank of Canada. RBC Funds are offered by RBC Asset
Management Inc. and distributed through authorized dealers. Please read the prospectus before investing. There may be commissions, trailing
commissions, management fees and expenses associated with mutual fund investments. Mutual funds are not guaranteed; theirvalues change
frequently, and past performance may not be repeated.

@ Registered trademarks of Royal Bank of Canada. © 2008 Royal Bank of Canada. RBC and Royal Bank are registered trademarks of Royal Bank of Canada. ™ Trademarks of Royal Bank of Canada. All rights reserved.
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