What Moved the Markets

Ironically, the start of summer brought cooler weather to global stock
markets, as major indices around the world experienced a slowdown
in the their respective market rallies that have taken place since the
March lows. Commodities also encountered headwinds on their road
to recovery, losing traction in June from their rapid ascent. On the
political front, protests in Iran surrounding the questionable election
results which saw Mahmoud Ahmadinejad defeat Mir Hossein
Mousavi by a wide margin were prominent in the headlines.

The U.S. received positive economic data early in the month: the
May ISM, which measures the economic health of the manufacturing
sector, came in at 42.8, ahead of the 42.3 expected and up from
April’'s 40.1 reading. RBC CM found that, following a bottoming in the
low 30’s, a subsequent rise above 41.0 in the ISM during a recession
has led to positive GDP growth within one quarter 89% of the time,
and within two quarters 100% of the time. Results of the analysis are
attached in the chart on the bottom right. The positive results for May
will hopefully lead to positive GDP growth before the end of 2009.

Other U.S economic data that supported the ‘less bad’ theory were
witnessed in light vehicle sales for May (9.9mm units vs. 9.4mm),
May employment growth (-345k ahead of -520k expectation) and
May housing starts (535k ahead of 485k expectation). On June 24"
the FOMC maintained the Fed fund rate at O to % percent and
expects this to be the case for the foreseeable future. In Canada,
positive data points included housing starts for the month of May
(128.4K ahead of 126k expected) and new Motor Vehicle Sales
(increased 6.3% MoM vs. 6.0% expected).

Fixed income markets continued to see credit spreads tightening in
June, however the yield on Treasuries continued to climb higher, with
the 10 year flirting with 4.00% (they were vyielding close to 2.0% at
the start of the year) in mid June. This increase brought into question
the effectiveness of the Fed’'s Quantitative Easing program, but
yields did track lower with the 10 year ending June at 3.535%.
Globally, Ireland saw its credit rating downgraded to AA from AA+ by

Commodities were mixed, with Crude Oil, Nickel and
Aluminum posting gains, while Gold and Silver fell
5.4% and 13.6% respectively. Despite the 5.4%
move in Crude Oil, the Canadian dollar lost traction
against the U.S. dollar, falling close to 5%.

Number Crunching

Equity Indices Index Level Month YTD*

S&P/TSX Composite Index 10,374.91 0.0% 15.4%
Dow Jones Industrial Average 8,447.00 -0.6% 3.8%)
S&P 500 Index 919.32 0.0% 1.8%
NASDAQ Composite Index 1,835.04 3.4% 16.4%
MSCI World 964.05 -0.6% 4.8%
MSCI EAFE 1,307.16 -0.8% 5.6%
MSCI World TR 3,117.98 -0.4% 6.8%

S&P/TSX Financials 1,389.94 5.5% 22.5%
S&P/TSX Energy 2,522.28 -2.6% 19.3%
S&P/TSX Materials 2,536.95 -6.6% 12.1%
S&P/TSX Industrials 950.49 4.3% 3.6%)|
S&P/TSX Consumer Discretionary 811.99 5.4% 0.3%
S&P/TSX Telecom Services 641.55 -4.5% 11.0%
S&P/TSX Information Technology 281.50 -2.1% 55.9%
S&P/TSX Consumer Staples 1,482.81 4.8% 1.8%
S&P/TSX Utilities 1,488.99 8.6% 1.4%
S&P/TSX Healthcare 275.79 6.4% 9.2%)

US Dollar 1.1623 6.5% -4.6%
Euro 1.6310 5.7% 4.3%)|
British Pound 1.9128 8.4% 7.3%
Japanese Yen (100) 1.2062 5.4% 10.2%
Commodities (US$) Spot Price Month YTD*

Crude Oil (WTI per barrel) $69.89 5.4% 56.7%
Natural Gas (per million btu) $3.84 0.0% 31.8%
Gold (per ounce) $926.60 -5.4% 5.1%
Silver (per ounce) $13.61 -13.6% 19.4%
Copper (per pound) $2.24 2.8% 62.7%
Nickel (per pound) $6.94 10.3% 31.7%
Aluminum (per pound) $0.72 13.5% 5.9%
Zinc (per pound) $0.70 -1.1% 28.2%

*YTD return data is simple price return. All indices are in local currency unless otherwise noted.

Source: Bloomberg
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A Closer Look - The Golden Cross as a
Technical Indicator

Investors have witnessed some of the most volatile markets in _

history over the past 18 months, bringing into question the merits S&P 500 COMPOSITE szl
of ‘buy and hold’ investing. During a bull market, this strategy 51 DAY SN - 7300009

has proven to be profitable, but has often lagged other more _

active strategies in range bound investment environments. Many =, S

investors are now looking for additional tools to help with the WHKM

investment decision process and are paying a little more W\w‘” -, “Golden Cross

attention to technical analysis to help guide them in determining } R,

‘buy’ and ‘sell points. One technical indicator, the ‘Golden Death Cross \ S \
|

Cross’, is reviewed below. .
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What exactly is a Golden Cross? W([WL
A Golden Cross occurs when a security’s (or index’s) short-term W W
moving average (typically the 50-day moving average) crosses
over and above its longer-term moving average (typically the M
200-day mOVing averaQE). This has hiStorically been viewed as a O Dbt 22 B L L s BB 1 203 o o AL 00 2
bullish signal to investors. The opposite, known as the Death
Cross, occurs when the longer-term moving average breaks
above its shorter-term moving average and has been viewed as
a bearish indicator. This is depicted in the first chart shown on )

Trough Following Return From Golden Cross

the right, and as you can see, it has been a fairly accurate Mkt Top MktBottom Decline  Bear Mkt  Golden Cross Trailed Bottom
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Peak to Golden Cross 12 Month # of Months

indicator for the S&P500 over the past market cycle. The Death Mar-00 Oct-02 -49.1%  5/14/2003 16.73% 7

Cross for the S&P500 occurred on Decermber 21%, 2007, when Jul-98 Oct-98 -19.2%  12/8/1998 18.83% 2

the S&P500 was at 1484.50. The index then proceeded to fall to AJu“':gg é’:ct:gs :ég-ggj" éggﬁggé Eg? 2

the recent 666.8 low (total loss of -55.1%) that occurred in March Nos-so Aug-82 _27:1%? 0/28/1982 36:3302 1

and in hindsight, was a fairly strong indicator that the S&P was Sep-76 Mar-78 -19.4%  5/22/1978 1.43% 2

about to enter a downward cycle. Interestingly, the S&P500 on Jan-73 Oct-74 -482%  3/7/1975 17.57% 5

June 23" experienced a Golden Cross as the 50-day moving ':gg'gg ’\g’ic{'gg gggf’ 1%/11/;2;0 15462270? i

: . - - -22.2% . (]

average edged above its 200-day moving average. Dec-61 Jun62 -280%  1/3/1963 18.49% 6
Aug-56 Oct-57 -21.6%  5/8/1958 30.30% 7

What does History tell us? May-46 Jun-49 -29.6%  8/30/1949 21.17% 2
Nov-38 Apr-42 -45.8%  8/14/1942 38.00% 4

The second chart on the right takes a look at S&P 500 bear '\girlg; mg:gg :gg'gz//" ;ﬁ;gﬁggg 53'2722//0 )

markets since 1929 and when their corresponding ‘Golden Sep-32 Feb-33 _40:60/2 2/28/1933 95:050/2 0

Cross’ occurred after the market had bottomed. The historical 29-Sep Jul-32  -86.2%  9/19/1932 46.59% 2

average of the 17 bear markets since 1929 tell us that the

Golden Cross typically occurs 3.71 months after the market Average  -36.2% 25.4% .71

bottoms, and returns 25.4% in the following 12 months from the 22 Elomber

Golden Cross. Assuming the current market cycle bottomed in

March and given the ‘Golden Cross’ for the S&P500 occurred on

June 23", one might predict that the bullish indicator is signalling

that the market rally withessed since March has the potential to

continue for another twelve months. While past performance is

not indicative of future returns, the relationship is interesting to

note at the very least. Of the 17 golden crosses analyzed, only 1

(March '37 — March '38) saw a negative return of -0.57% over

the following 12 months, with the second lowest return of 1.43%

occuring following the September 1976 to March 1978 bear

market.
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North American Equity Performance - June 2009
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June 5: Canadian economy shed June 19: MFC announces that the CFO retires and the
41.8K jobs and the unemployment June 18: RIM announces Q1 OSC has launched an investigation into the disclosure
1050 T rate rose to 8.4%. a level not seen earnings ahead of expectations, of risks related to its variable annuity guarantees and -+ 11,000
since the late 1990s. but disappoints with guidance. segregated fund businesses.
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— Networks Corp. shares were -+ 10,500
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520K expected) and the potash price of close to $600/tonne, lower potash sale
- unemployment rate rose to 9.4% from the first sign the producer may be volumes.
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June 9: Treasury Department announced the
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TARP money. In aggregate, $68 billion was returned
900 - to the government by JPM, AXP, USB, COF, BK, - June 14th: The G8
GS, MS, STT, BBT and NTRS). meeting over the weekend
saw the most upbeat June 30: U.S.
outlook on growth since the consumer confidence | g 500
June 1: GM files for bankruptcy collapse of Lehman came in at 49.3, down
and Non-manufacturing ISM was Brothers, with the eventual ~June 24: FOMC from 54.9 (May) and
42.8 (42.3 expected). removal of stimulus maintains Fed rate below 55.4
discussed. at 0 - 0.25%. consensus.
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World Markets - June 2009

U.K:
Canada: FTSE 100
S&P/TSX M/M:  +3.8%
M/M: 0.0% YTD: -4.2%
YTD: +15.4%
Germany: Japan:
DAX China: Nikkei:
uU.s: M/IM:  +2.7% Shanghai Index M/M: +4.6%
S&P 500 YTD: 0.0.% M/M:  +12.4% YTD: +12.4%
M/M:  0.0% YTD: +61.5%
YTD: +1.8%
- Hong Kong:
India:
Sensex Hang Seng
MIM:  -22.0% M/M:  +1.1%
vTD: ;17'4(; YTD: +27.7%
. . (]
Brazil:
Bovespa
M/M:  -3.3%

YTD: +37.1%

Australia:

S&P/ASX 200
M/M:  +3.6%
YTD: +6.2%

Global equity markets slowed from their blistering recovery in
June, as many investors were starting to question the
sustainability of the rally off the March lows. In North America, both
the TSX and S&P 500 were flat, while markets in Europe faired a
little better with low single digit returns.

One exception was in China, where the Shanghai Index added
another 12.4% in June, bringing the YTD return to 61.5% on

continued belief arecovery in China is underway.

*** All returns calculated in local currency. Source: Bloomberg
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S&P/TSX Composite Sector Movement
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Royal Bank of Canada
Bank of Nova Scotia
Toronto-Dominion Bank/The
Bank of Montreal
Sun Life Financial Inc
Magna International Inc
Canadian Imperial Bank of Commerce/Canada
Canadian National Railway Co
Addax Petroleum Corp
Shoppers Drug Mart Corp
Rogers Communications Inc
Research In Motion Ltd
EnCana Corp
Yamana Gold Inc
Canadian Natural Resources Ltd
Barrick Gold Corp
Goldcorp Inc
Suncor Energy Inc
Potash Corp of Saskatchewan Inc
Manulife Financial Corp
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U.S. Equities - June 2009

S&P 500 Sector Movement
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Microsoft Corp
Bank of America Corp
Hewlett-Packard Co
Oracle Corp
Apple Inc
PepsiCo Inc/NC
Intel Corp
Johnson & Johnson
Verizon Communications Inc
Dell Inc
Hess Corp
Devon Energy Corp
Newmont Mining Corp
Apache Corp
Monsanto Co
Citigroup Inc
Wells Fargo & Co
ConocoPhillips
JPMorgan Chase & Co
General Electric Co
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Better Than Expected Event Period Consensus Actual Prior
1-Jun US ISM Manufacturing MAY 42.3 42.8 40.1
1-Jun CA Quarterly GDP Annualized 1Q -6.60% -5.40% -3.70%
2-Jun US Domestic Vehicle Sales MAY 7.0M 7.4M 7.0M
2-Jun US Pending Home Sales MoM APR 0.50% 6.70% 3.20%
2-Jun US Total Vehicle Sales MAY 9.4M 9.9M 9.3M
4-Jun CA Building Permits MoM APR -8.10% -5.40% 24.40%
5-Jun US Change in Nonfarm Payrolls MAY -520K -345K -504K
8-Jun CA Housing Starts MAY 126.0K 128.4K 117.6K

11-Jun US Retail Sales Less Autos MAY 0.20% 0.50% -0.20%
15-Jun CA Manufacturing Shipments MoM APR -1.70% -0.10% -3.10%
16-Jun US Building Permits MAY 508K 518K 498K
16-Jun US Housing Starts MAY 485K 532K 454K
17-Jun CA Leading Indicators MoM MAY -0.60% -0.10% -0.90%
18-Jun CA Bank Canada CPI Core MoM MAY 0.10% 0.40% 0.10%
18-Jun CA Consumer Price Index MoM MAY 0.40% 0.70% -0.10%
18-Jun US Leading Indicators MAY 1.00% 1.20% 1.10%
18-Jun US Philadelphia Fed. JUN -17.00 -2.20 -22.60
18-Jun US Continuing Claims 6-Jun 6840K 6687K 6835K
23-Jun US House Price Index MoM APR -0.40% -0.10% -1.40%
24-Jun US Durable Goods Orders MAY -0.90% 1.80% 1.80%

As Expected Event Period Consensus Actual Prior
4-Jun CA Bank of Canada Rate 4-Jun 0.25% 0.25% 0.25%
5-Jun US Average Hourly Earnings MoM MAY 0.10% 0.10% 0.10%

11-Jun US Advance Retail Sales MAY 0.50% 0.50% -0.20%
15-Jun CA New Motor Vehicle Sales MoM APR 0.00% 0.00% 5.50%
17-Jun US CPI Ex Food & Energy (MoM) MAY 0.10% 0.10% 0.30%
24-Jun US FOMC Rate Decision 24-Jun 0.25% 0.025 0.25%
24-Jun US MBA Mortgage Applications 39983 - - 6.60% -15.80%
25-Jun US GDP Price Index 1Q 2.80% 2.80% 2.80%
30-Jun CA Gross Domestic Product MoM APR -0.10% -0.10% -0.30%
30-Jun US S&P/CaseShiller Home Price Ind APR - - 139.18 139.99

Waker Than Expected Event Period Consensus Actual Prior
3-Jun US Factory Orders APR 0.90% 0.70% -1.90%
3-Jun US ADP Employment Change MAY -525K -532K -545K
5-Jun US Average Weekly Hours MAY 33.20 33.10 33.20
5-Jun CA Net Change in Employment MAY -36.5K -41.8K 35.9K
5-Jun US Consumer Credit APR -$6.0B -$15.7B  -$16.6B
5-Jun CA Unemployment Rate MAY 8.20% 8.40% 8.00%
5-Jun US Unemployment Rate MAY 9.20% 9.40% 8.90%
9-Jun US Wholesale Inventories APR -1.20% -1.40% -1.80%

10-Jun CA New Housing Price Index MoM APR -0.30% -0.60% -0.50%
10-Jun US Trade Balance APR -$29.0B -$29.2B  -$28.5B
11-Jun US Business Inventories APR -1.00% -1.10% -1.30%
12-Jun US U. of Michigan Confidence JUN P 69.50 69.00 68.70
16-Jun US Capacity Utilization MAY 68.40% 68.30% 69.00%
16-Jun US Industrial Production MAY -1.00% -1.10% -0.70%
16-Jun US PPl Ex Food & Energy (MoM) MAY 0.10% -0.10% 0.10%
17-Jun US Consumer Price Index (MoM) MAY 0.30% 0.10% 0.00%
17-Jun US Current Account Balance 1Q -$85.0B -$101.5B -$154.9B
17-Jun CA Wholesale Sales MoM APR -0.50% -0.60% -0.40%
18-Jun US Initial Jobless Claims 13-Jun 604K 608K 605K
19-Jun CA Retail Sales MoM APR 0.10% -0.80% 0.30%
23-Jun US Existing Home Sales MAY 4.82M 4.77M 4.66M
23-Jun US Existing Home Sales MoM MAY 3.00% 2.40% 2.40%
30-Jun US Consumer Confidence JUN 55.4 49.3 54.9

Key Takeaways:

Economic data started the month out with a strong read from the ISM Manufacturing Index on June 1%, with the reported
number of 42.8 coming in ahead of consensus at 42.3. Domestic Vehicle Sales, Building Permits and Housing Starts were
other indicators that came in ahead of expectations and shed some positive light on the housing market. However,
Consumer Confidence and Initial Jobless Claims were weaker than expected, serving as a reminder that the consumer has
yet to show signs of recovering from this recession.
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The information contained in this report has been compiled by RBC Dominion Securities Inc. ("RBC DS") from
sources believed by it to be reliable, but no representations or warranty, express or implied, are made by RBC DS or
any other person as to its accuracy, completeness or correctness. All opinions and estimates contained in this report
constitute RBC DS'’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. Additionally, 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. This material is prepared for general circulation to Investment Advisors and does not have regard to the
particular circumstances or needs of any specific person who may read it. RBC DS and its affiliates may have an
investment banking or other relationship with some or all of the issuers mentioned herein and may trade in any of the
securities mentioned herein either for their own account or the accounts of their customers. RBC DS and its affiliates
may also issue options on securities mentioned herein and may trade in options issued by others. Accordingly, RBC
DS or its affiliates may at any time have a long or short position in any such security or option thereon.

Neither RBC DS 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. This report may not be
reproduced, distributed or published by any recipient hereof for any purpose.

This document has been prepared for use by RBC Dominion Securities Inc., a Member Company under RBC
Investments. RBC DS is a Member of CIPF. RBC Dominion Securities, Inc., and Royal Bank of Canada are separate
corporate entities, which are affiliated. Trademark of Royal Bank of Canada. RBC Investments is a registered Trade-
mark of Royal Bank of Canada. © Royal Bank of Canada 2003. All rights reserved
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