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2022 has been difficult for investors, with both stocks and bonds down sharply. For equities in particular,
many regions have fallen into bear market territory, down more than 20% from their peaks.

Not surprisingly, this year’'s market declines have dampened investor sentiment. A recent U.S. survey
suggests that the only times we’ve seen more pessimistic and fearful investor sentiment were in October
1990 and March 2009." Interestingly, both were months where the U.S. stock market bottomed following a
meaningful drawdown. The market subsequently recovered in the months and years that followed.

Large drawdowns are extremely uncomfortable and emotional for investors — even if losses are on paper only. Not helping
matters is the considerable uncertainty moving forward. Question marks remain around the economy, interest rates and inflation.
Given this backdrop, some investors may be wondering if the best option at the moment is to exit markets. Nine months into
2022, markets were down almost 24%. This prompts the question:

Has abandoning equities after large declines been a good strategy for long-term investors in the past?

Historically, the answer has been a resounding no. In contrast, periods of large declines have presented long-term investors with
attractive entry points and better long-term returns. To illustrate this, let’s look at 14 other time periods like this year. These
represent 15 of the worst nine-month periods for the S&P 500 Index since 1970. What would have happened if you had invested
$10,000 in the S&P 500 at the end of each nine-month period? In the table below, you'll see the results after one year, three
years, five years and 10.

S&P 500 - Forward returns following worst 9-month periods

(1970 - 2022)

Worst 9 month periods Growth of $10,000 following drawdown
Rank Total Return Dates 1Yr 3Yr 5Yr 10Yr

1 -46.4% Jun-08 to Feb-09 $15,362  $19,794 $28,157 $46,739
2 -39.2% May-08 to Jan-09 $13,314  $16,954 $24,058 $40,463
3 -36.4% Jul-08 to Mar-09 $14,977  $18,799 $26,107 $43,809
4 -32.8% Jan-74 to Sep-74 $13,814  $17,288 $21,797 $42,731
5 -31.5% Mar-08 to Nov-08 $12,539  $14,865 $22,493 $38,109
6 -30.4% Apr-08 to Dec-08 $12,646  $14,859 $22,819 $34,303
7 -29.7% Aug-08 to Apr-09 $13,884  $17,049 $24,002 $41,602
8 -28.6% Feb-08 to Oct-08 $10,980  $13,829 $20,261 $34,668
9 -28.2% Jan-02 to Sep-02 $12,440  $15,901 $20,513 $21,615
10 -26.8% Sep-08 to May-09 $12,099 $15,176 $23,264 $36,894
11 -24.7% Mar-74 to Nov-74 $13,619  $15428 $19,236 $38,177
12 -24.6% Nov-73 to Jul-74 $11,733  $14,198 $16,588 $31,101
13 -24.3% Apr-74 to Dec-74 $13,723  $15,789 $19,958 $39,803

14 -23.9% Jan-22 to Sep-22 To be determined in the years ahead
15 -22.5% Dec-73 to Aug-74 $12,617  $15,273 $19,204 $37,801

Source: Morningstar Direct, RBC GAM. As of September 30, 2022. Returns reflect the S&P 500 Total Return Index in U.S. dollars. This table does not reflect transaction
costs, investment management fees or taxes. If such costs and fees were reflected, returns would be lower. An investment cannot be made directly into an index.

"Based on AAIl Sentiment Survey data between July 1987 and September 2022
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Key takeaways:
= The first nine months of 2022 rank #14 on the chart of worst nine-month periods for U.S. equities

= We don’t know yet where markets will go from here. But forward returns that have followed the other poor nine-month
periods for U.S. equities have been extremely strong. The average value five years out is $22,033 (a cumulative return of
120%). The average value 10 years out is $37,701 (a cumulative return of 277%).

How do the stellar returns in the table above compare to historical averages in the markets? As you can see in the chart below,
the largest nine-month declines have historically been followed by above-average returns going forward.
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Source: Morningstar Direct, RBC GAM. Data is from January 1970 to September 2022. Returns reflect the S&P 500 Total Return Index in U.S. dollars, comparing the average
forward cumulative returns following the worst 9-month declines (from the table on page 1) to the average cumulative returns during all periods between 1970 and 2022.
Dollar figures above the bars represent the growth of $10,000 based on these cumulative returns. This graph does not reflect transaction costs, investment management fees
or taxes. If such costs and fees were reflected, returns would be lower. An investment cannot be made directly into an index

Improved long-term return potential

Looking ahead, it's possible that stocks could fall further in the near term, especially given the heightened uncertainties we face
around rising inflation, interest rates, recession risks and more. A long-term view is essential. It's also worth remembering
financial plans are built with tough periods like 2022 in mind. Despite the decline in markets so far this year, investors can find a
silver lining in the potential for improved long-term returns moving forward, regardless of how markets may look in the near term.
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