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Investment Strategy Committee considering: 

CNR House Views

 Vaccine-driven return to normalcy kicks off  a multi-year expansion

 Strong consumer recovery driven by savings, pent-up demand

 Job growth expected to continue to improve, hindered by short-term labor supply issues

 Inflation likely to be elevated for a few months, but long-term disinflationary forces to drive

moderation

 Monetary policy to remain accommodative past 2021

 Fiscal spending support to continue, but likely funded through tax increases

 Earnings for S&P 500 on track for very strong growth in 2021 and 2022.

 U.S., Emerging Asia best positioned for strong recovery; Europe likely to lag

 Valuations suggest long-term equity returns should moderate.

 Increasing exposure to economically sensitive large and mid/small companies.

 Challenging environment for investment grade fixed income going forward.

MARKET OUTLOOK

Source: CNR Research. 



Half  of  U.S. Vaccinated as Adolescent Inoculation Begins

 Approximately 50% of  the U.S. population has received at least 1 shot

 Rate of  vaccination picking up as children ages 12-15 can now access shots

COVID-19 OUTBREAK

Source: CDC.
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U.S. COVID-19 Declines Continue
 Cases falling rapidly, now at lowest levels since early June 2020

 Vaccinations, widespread immunity starting to have meaningful impact

COVID-19 OUTBREAK

Source: CDC.
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Economic Activity Continues to Pick Up Rapidly
 Increases seen through April, indicating strong growth has continued

 Consumer spending held at very high levels more than a month after stimulus passage

 Dining out, traveling approaching pre-pandemic levels

ECONOMIC IMPACT AND POLICY RESPONSE

Source: Opportunity Insights, Affinity Solutions, Bloomberg, OpenTable, Apple.
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Economic and Financial Indicators

Indicators are signaling 

a more entrenched and 

durable recovery from 

the COVID-19 crisis 

developing in the 

second half  of  2021 as 

vaccine availability 

becomes widespread.

ECONOMIC & MARKET OUTLOOK

Indicators Are Forward-Looking Six to Nine Months

Source: City National Rochdale. As of May 2021.



Expecting Multi-year Expansion Ahead

 Expect a sharper recovery to take hold in second half  of  2021 as vaccine availability becomes widespread

 COVID still weighing on activity, but momentum improving as restrictions are lifted and confidence rises

 Larger than expected fiscal stimulus lifting growth prospects

 Equity rally to continue, but expect higher volatility and pace of  gains to moderate

ECONOMIC & MARKET OUTLOOK

Source: Bureau of Economic Analysis, Standard & Poor’s, Bloomberg. As of May 2021.
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City National Rochdale Forecasts 2019 2020 2021e 2022e

GDP Growth 2.3% (3.5%) 5.5%-7.0% 2.5%-4.5%

Corporate Profit Growth 1% (14%) 27%-33% 10%-20%

Interest 

Rates

Fed Funds Rate 1.625% 0%-0.25% 0%-0.25% 0%-0.25%

Treasury Note, 10-Yr. 1.90% 0.92% 1.25%-1.75% 1.25%-1.75%



Expecting Strongest Economic Growth in Almost 40 Years

ECONOMIC & MARKET OUTLOOK 

Source: U.S. Census Bureau as of March 2021.

Source: U.S. Census Bureau as of March 2021.

Source: Institute of Supply Management as of April 2021.
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Consumer Drives the Recovery

ECONOMIC OUTLOOK

Source: Bloomberg.
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Strong Economic Recovery, Strong Corporate Earnings

ECONOMIC OUTLOOK

Source: Bloomberg.
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Rising Confidence Points To Multi-Year Expansion
 Consumer confidence has nearly recovered to pre-pandemic levels

 CEO confidence also rose, reaching its highest level since 1976

 Increased confidence has historically been typical of  the early stages of  economic expansions

ECONOMIC IMPACT AND POLICY RESPONSE

Source: Bloomberg, Conference Board.
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Falling Jobless Claims Show Strong Labor Demand
 Initial unemployment claims have continued to fall into May

 Reduced layoffs, strong economic demand indicate a strong availability of  jobs

ECONOMIC IMPACT AND POLICY RESPONSE

Source: Bloomberg.
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Temporary Pandemic-related Labor Supply Constraints
 3 million remain out of  the labor force due to pandemic related issues, likely to be temporary

 Child care is one such constraint, with just 44% of  students enrolled in in-person schooling in March

ECONOMIC IMPACT AND POLICY RESPONSE

Source: Institute of Education Services.
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Temporary Supply/Demand Imbalances Drive Inflation
 Used car prices, up 10% in April, drove a significant portion of  April’s high CPI increase

 Increase driven by supply/demand issues in the auto industry related to a global chip shortage

 Supply issues expected to be temporary

ECONOMIC IMPACT AND POLICY RESPONSE

Source: Bloomberg
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Inflation Expectations Up, In Line With Long-Term Avg.
 Long-term inflation expectations have risen, but are still within historical norms

 This level of  expected inflation is unlikely to concern the Fed

ECONOMIC IMPACT AND POLICY RESPONSE

Source: Bloomberg.
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Interest Rate Increases Pause
 After rising for the first 3 months of  the year, Treasury Bond yields have moderated

 Yields could rise further, but not currently reflecting significant concern about Fed policy, inflation

PORTFOLIO POSITIONING

Source: Bloomberg.

0.40%

0.60%

0.80%

1.00%

1.20%

1.40%

1.60%

1.80%

2.00%

10 Year Treasury Yield



Positive but Moderate Portfolio Returns Expected

Market Outlook

ECONOMIC & MARKET OUTLOOK

Source: City National Rochdale. As of January 2021. Forecasted expected returns represent City National Rochdale’s opinion 

for these asset classes, are for illustrative purposes only, and do not represent client returns. The expected returns presented

for these asset classes do not reflect any deductions for City National Rochdale fees or expenses. Actual client portfolio and 

investment returns will vary. 

*Forecasted expected returns for HY Municipal and Municipal FI represent the taxable equivalent return at a 43.4% tax rate.
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INDEX DEFINITIONS

The S&P 500 Index is a market-capitalization-weighted index of the 500 largest publicly-traded companies in the U.S. 

The Dow Jones U.S. Select Dividend Index aims to represent the U.S.’s leading stocks by dividend yield.

The Russell 2000 index measures the performance of the 2,000 smaller companies that are included in the Russell 3000 Index, which itself is made up of nearly all U.S. 

stocks.

The MSCI EAFE Index is a stock market index that is designed to measure the equity market performance of developed markets outside of the U.S. & Canada.

The MSCI Emerging Markets Asia Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the Asian emerging 

markets.

The MSCI Emerging Markets ex Asia Index captures large and mid cap representation across 17 Emerging Markets (EM) countries*. With 267 constituents, the index covers 

approximately 85% of the free float-adjusted market capitalization in each country excluding Asia.

The Bloomberg Barclays Aggregate Bond Index is an index used by bond traders, mutual funds, and ETFs as a benchmark to measure their relative performance.

The Bloomberg Barclays US Corporate High Yield Bond Index measures the USD-denominated, high yield, fixed-rate corporate bond market.

The Purchasing Managers' Index (PMI) is an index of the prevailing direction of economic trends in the manufacturing and service sectors. It consists of a diffusion index that 

summarizes whether market conditions, as viewed by purchasing managers, are expanding, staying the same, or contracting.

Index Definitions
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IMPORTANT DISCLOSURES

The information presented does not involve the rendering of personalized investment, financial, legal, or tax advice. This presentation is 

not an offer to buy or sell, or a solicitation of any offer to buy or sell any of the securities mentioned herein.

The material contains forward-looking statements regarding intent, beliefs, or current expectations which are used for informational 

purposes only. Readers are cautioned that such forward-looking statements are not a guarantee of future performance, involve risks and 

uncertainties, and actual results may differ materially from those statements as a result of various factors. The views expressed are also 

subject to change based on market and other conditions. Furthermore, the opinions and information presented do not involve the 

rendering of personalized investment, financial, legal, or tax advice.

Investments in below-investment-grade debt securities which are usually called “high-yield” or “junk bonds,” are typically in weaker 

financial health and such securities can be harder to value and sell and their prices can be more volatile than more highly rated securities. 

While these securities generally have higher rates of interest, they also involve greater risk of default than do securities of a higher-quality 

rating.

Investing in international markets carries risks such as currency fluctuation, regulatory risks, economic and political instability. Emerging 

markets involve heightened risks related to the same factors as well as increased volatility, lower trading volume, and less liquidity.  

Emerging markets can have greater custodial and operational risks, and less developed legal and accounting systems than developed 

markets.

Certain information has been provided by third-party sources and, although believed to be reliable, it has not been independently verified 

and its accuracy or completeness cannot be guaranteed

Adjustments to portfolio strategies are based on guidelines set forth by City National Rochdale’s Asset Allocation Committee. Individual 

client allocations among strategies, asset classes, portfolio weightings may be higher or lower given differences in portfolio holdings, client 

imposed restrictions, and/or the customized strategy implemented by each client’s portfolio manager.  These differences may have a 

material impact on individual client’s performance returns.

Any opinions, projections, forecasts, and forward-looking statements presented herein are valid as on the date of this document and are 

subject to change.

This material is available to advisory and sub-advised clients, as well as financial professionals working with City National Rochdale, a 

registered investment advisor and a wholly-owned subsidiary of City National Bank.

Indices are unmanaged and one cannot invest directly in an index. Index returns do not reflect a deduction for fees or expenses.

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future 

events or a guarantee of future results. 

Important Information
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IMPORTANT DISCLOSURES

This presentation is for general information and education only. City National makes no representations or warranties in respect of this 

presentation and is not responsible for the accuracy, completeness or content of information contained in this presentation. City National is 

not responsible for, and expressly disclaims all liability for, damages of any kind arising out of use, reference to, or reliance on any 

information contained in or from the site. The information in this presentation should not be used to obtain credit or for any other 

commercial purpose nor should it be construed as tax, accounting, regulatory or legal advice. Rules in the areas of law, tax and

accounting are subject to change and open to varying interpretations and you should seek professional advice from your advisor. Nothing 

in this presentation should be construed as an offer, or solicitation of an offer, to buy or sell any financial instrument. It should not be relied 

upon as specific investment advice directed to the viewer's specific investment objectives. Any financial instrument discussed in this 

presentation may not be suitable for the viewer. Each viewer must make his or her own investment decision, using an independent advisor 

if prudent, based on his or her own investment objective and financial situation. Prices and availability of financial instruments are subject 

to change without notice. Financial instruments denominated in a foreign currency are subject to exchange rate risk in addition to the risk 

of the investment. City National Bank (and its clients or associated persons) may, at times, engage in transactions in a manner 

inconsistent with this presentation and, with respect to particular securities and financial instruments discussed, may buy from or sell to 

clients or others on a principal basis. Past performance is not necessarily an indication of future results. 

Alternative investments are speculative, entail substantial risks, offer limited or no liquidity and are not suitable for all investors.  These 

investments have limited transparency to the funds’ investments and may involve leverage which magnifies both losses and gains, 

including the risk of loss of the entire investment.  Alternative investments have varying, and lengthy lockup provisions. 

The expected returns shown do not include fees for trading costs (e.g., commissions) or any fees charged by your financial advisor. 

Please speak to your financial advisor for a complete understanding of all fees.

Non-Deposit Investment Products: 

Are not insured by the FDIC.

Are not deposits or other obligations of or guaranteed by City National Bank.

Are subject to investment risks, including possible loss of the principal amount invested.

Deposit products and services are provided by City National Bank Member FDIC. City National Bank is a subsidiary of Royal Bank of 

Canada. 

Redistributed with the permission of City National Rochdale. 

Important Information
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For More Information

New York Headquarters

400 Park Avenue

New York, NY 10022

212-702-3500

Beverly Hills Headquarters

400 North Roxbury Drive

Beverly Hills, CA 90210

310-888-6000

info@cnr.com

www.cnr.com




