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Hot weekends in mid-July usually define slow news periods, even with a tight race for the U.S. presidency and
the Republican convention beginning Monday, but Saturday’s assassination attempt on former President Donald
Trump kicked the news cycle into overdrive. Obviously, the nation went to bed with shock and disgust at the
assault and senseless loss of life, but Sunday morning broadened the focus to implications for the election and
everything associated with that. Among these, of course, are the economy and capital markets.

To echo the statements of politicians, leaders of all types,
and the entire world media, there is no place for violence in
political discourse and it’s overwhelmingly sad that we are
again faced with this reality. Frankly, we don’t have much to
add to the general commentary. America is a nation suffering
through a lack of consensus between large, closely balanced
constituencies on binary, emotionally charged, hot button
issues, and we fear that one possible consequence is horrific
events such as this.

We do, though, have something to add with respect to the
impact of shocks on markets. Many years ago, we read a
paper that tracked short- and intermediate-term changes
in the Dow Jones Industrial Average following a variety of
unexpected events. These ranged from natural disasters to

wars and political upheaval. We liked the format and have
kept the tracking up to date, adding events that mimicked
those identified as “shocks” in the original paper. Based on
our own views regarding what constitutes a shock and threat
to markets, over time we have generated a universe of 91
events for analysis, and we have subdivided these into a
variety of different threats.

Exhibit 1 provides a summary of the impacts of these
91individual events separated into six specific threat
categories, and then separately for the thankfully small set
related to threats on a president’s life (or, in the current
case, a former and possibly future President), or existential
challenges to their administration (ie: Watergate).
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Exhibit 1: The market through crisis — median experience for the U.S. stock market

Market reaction Subsequent market return following event date
Number of Decline Recovery Reaction | 1pgy 1Week 1Month 3 Months 1Year 3Years 5 Years

events Days % Days period Days | (%) (%) (%) (%) (%) (%) (%)
Acts of war 37 5.5 -2.7 4.0 125 -0.2 -0.5 1.7 1.7 99 21.0 46.1
Disasters 1 9.5 -3.8 1.5 24.0 0.0 -0.4 -1.7 13 7.8 30.1 55.6
Presidential elections 20 17.0 -4.4 18.0 27.0 -0.2 -1.2 0.7 32 34 30.7 471
Presidential shocks 8 1.0 -1.3 15 2.5 -0.7 13 3.0 34 3.4 8.4 171
Economic policy shocks 18 9.0 -4.8 7.0 12.0 -0.3 -0.1 2.8 0.2 9.5 15.0 31.7
Global health scares 7 19.0 -7.2 10.0 29.0 -0.2 -0.5 -4.5 5.7 12.0 30.7 555
All events 91 9.0 -4.0 7.0 20.0 -0.2 -0.4 11 23 7.7 235 443
Recession 35 55 -2.9 6.5 20.0 -0.7 -0.7 0.4 1.1 1.7 19.5 431
No-recession 56 8.0 -3.9 6.0 14.5 -0.2 -03 1.4 2.2 9.5 24.0 44.0

Note: as of July 12, 2024. Dow Jones Industrial Average used as proxy for the U.S.

While one can quibble with the events that we added and
certainly those that we didn’t, the data is interesting and, we
think, quite useful. The range of outcomes is wide, but some
general conclusions can be drawn. First, on median, shock
periods are usually contained. The U.S. equity market tends
to react to shocks negatively, falling a median of 4% over the
first nine days and then typically recovering the full amount
of that loss another seven days following the shock.
Another interesting insight into the full set of data is that

for those shocks that occurred either during or prior to a
recession taking hold, damage to markets proved much

stock market. Source: RBC GAM

more durable than for periods when the economy remained
in a growing trend.

Looking only at the small dataset for shocks related to the
U.S. presidency, the median decline is just 1.3%, lasting
only one day with full recovery in the index a day and a half
following that (Exhibit 2). Perhaps surprisingly, this dataset
shows the most limited impact from shocks in terms of both
duration and damage. Only one event dealt a double digit
blow to the Index and in two of the eight events listed, the
market’s rise was uninterrupted.

Exhibit 2: The market through crisis — presidential shocks

Market reaction Subsequent market return following event date

Decline _ Recovery R;’gﬁﬂ‘(’," 1Day 1Week 1Month 3 Months 1Year 3Years 5Years
Event Date Days % Days Days (%) (%) (%) (%) (%) (%) (%)
Roosevelt dies Apr13,1945 (R) No decline 0.8 3.0 3.0 53 30.6 13.0 35.0
Eisenhower suffers heart attack Sep 26,1955 12 -10.0 42 54 -6.5 -43 -5.9 -0.2 0.6 79 20.1
Kennedy assassinated Nov 22,1963 1 29 2 3 -29 1.1 4.0 8.8 21.6 8.9 31.7
Johnson withdraws from race; halts Vietnamese .
raids; urges peace talks Apr 01,1968 No decline 2.4 3.0 8.0 6.8 1.3 75 141
Haldeman, Ehrlichman, Dean resign Apr 30,1973 (R) 2 -0.1 1 3 -0.1 34 0.9 1.6 9.5 8.0 -10.3
Dean tells Senate about Nixon cover-up Jun 25,1973 (R) 1 -1.2 2 3 -1.2 1.4 35 5.5 73 13.4 5.9
Spiro Agnew resigns 0ct 10,1973 (R) 1 -1.4 1 2 -1.4 -0.7 -6.8 143 -35.2 22 -83
Reagan shot; NYSE closes early Mar 30,1981 (R) 1 03 1 2 -0.3 1.2 29 -0.2 -17.8 16.0 831
Summary stats
Median 1.0 -1.3 1.5 3.0 -0.7 13 3.0 3.4 -3.4 8.4 171
Average 3.0 -26 8.2 1.2 -1.1 1.0 1.2 1.7 -0.7 9.1 19.9
Batting average (% positive) 25 75 75 63 50 88 63

Note: R = recession period. Note: as of July 12, 2024. Dow Jones Industrial Average used as proxy for the U.S. stock market. Source: RBC GAM
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As with all shocks, last night’s assassination attempt is a
reason to revisit our outlook for the economy and markets.
The most difficult part of any assessment is understanding
changes in investor confidence, and it’s possible that despite
the current fractiousness having developed over many years,
it could be a tipping point issue. Or, with valuations in the
small set of spectacular market leaders so high, a larger than
normal and perhaps overdue correction could be triggered.
But for investors looking beyond the very short term, the real
threat is the degree to which this shock finds pathways to
altering the prior consensus for growth and inflation. The past
data related to presidential events suggests that’s not the
most likely course.




RBC Global Asset Management

Disclosure

This document is provided by RBC Global Asset Management (RBC GAM) for informational purposes only and may

not be reproduced, distributed or published without the written consent of RBC GAM or its affiliated entities listed
herein. This document does not constitute an offer or a solicitation to buy or to sell any security, product or service

in any jurisdiction; nor is it intended to provide investment, financial, legal, accounting, tax, or other advice and such
information should not be relied or acted upon for providing such advice. This document is not available for distribution
to investors in jurisdictions where such distribution would be prohibited.

RBC GAM is the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset
Management Inc., RBC Global Asset Management (U.S.) Inc., RBC Global Asset Management (UK) Limited,

RBC Global Asset Management (Asia) Limited, and RBC Indigo Asset Management Inc. which are separate, but affiliated
subsidiaries of RBC.

In Canada, this document is provided by RBC Global Asset Management Inc. (including PH&N Institutional) and/or RBC
Indigo Asset Management Inc. which is regulated by each provincial and territorial securities commission with which it
is registered. In the United States, this document is provided by RBC Global Asset Management (U.S.) Inc., a federally
registered investment adviser. In Europe this document is provided by RBC Global Asset Management (UK) Limited,
which is authorised and regulated by the UK Financial Conduct Authority. In Asia, this document is provided by RBC
Global Asset Management (Asia) Limited, which is registered with the Securities and Futures Commission (SFC) in Hong
Kong.

Additional information about RBC GAM may be found at www.rbcgam.com.

This document has not been reviewed by, and is not registered with, any securities or other regulatory authority, and
may, where appropriate and permissible, be distributed by the above-listed entities in their respective jurisdictions.

Any investment and economic outlook information contained in this document has been compiled by RBC GAM 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 GAM, its affiliates or any other person as to its accuracy, completeness or
correctness. RBC GAM and its affiliates assume no responsibility for any such errors or omissions.

Opinions contained herein reflect the judgment and thought leadership of RBC GAM and are subject to change at any
time. Such opinions are for informational purposes only and are not intended to be investment or financial advice
and should not be relied or acted upon for providing such advice. RBC GAM does not undertake any obligation or
responsibility to update such opinions.

RBC GAM reserves the right at any time and without notice to change, amend or cease publication of this information.

Past performance is not indicative of future results. With all investments there is a risk of loss of all or a portion of
the amount invested. Where return estimates are shown, these are provided for illustrative purposes only and should
not be construed as a prediction of returns; actual returns may be higher or lower than those shown and may vary
substantially, especially over shorter time periods. It is not possible to invest directly in an index.

Certain information contained herein constitutes "forward-looking statements,” which can be identified by the use of
forward-looking terminology such as "may," "will," "should," "expect," "anticipate,” "project,” "estimate," "intend,"
"continue," or "believe," or the negatives thereof or other variations thereon or comparable terminology. Due to various
risks and uncertainties, actual events, results or actual performance may differ materially from those reflected or
contemplated in such forward-looking statements. Nothing contained herein may be relied upon as a guarantee,
promise, assurance or a representation as to the future. Before making any investment decisions, we encourage you to
consider all relevant factors carefully.

For institutional use only - not for public distribution.

® /™ Trademark(s) of Royal Bank of Canada. Used under licence.
© RBC Global Asset Management Inc. 2024

Publication date: July 14, 2024

(07/2024) %

MARKET UPDATE_E 07/15/2024 RBC



