
 

 

Direct Investment Notes 
Linked to 40 Common Equity Securities, 
Due January 5, 2018 

EQUITY LINKED NOTE    RBC STRUCTURED NOTES 

CUSIP: 78012KWP8      I  PRICING DATE: December 23, 2016 I           ISSUE DATE: December 29, 2016 

INVESTMENT THESIS 

• The Notes are linked to the value of a basket (the “Basket”) consisting of the 
common equity securities of 40 public companies (each, a “Reference Stock”.  

• The Notes may pay interest. The amount of any interest to be paid on the Notes 
will not be fixed, and will depend upon the total dividends paid on the Reference 
Stocks during the preceding quarter. 

• At maturity, the amount that we will pay to you (the “Redemption Amount”) will 
depend upon the performance of the Basket. The Redemption Amount will be less 
than the price to the public if the Percentage Amount of the Basket is not at least 
approximately 102.30%. 

• Reference Stocks: ABC, ADS, AET, ALK, AMP, AN, ANTM, BBY, BBT, BBY, CAH, COF, 
DFS, ESRX, FCX, GPS, HBAN, JWN, KMX, KSS, LM, LNC, LUV, M, MCK, NAVI, NSC, 
PNC, R, RF, SPLS, SWN, TGNA, TSO, UNM, URBN, URI, USB, WFC, ZION. 

Order Deadline 
• RBCCM will accept orders to purchase the notes until December 23, 2016                          

KEY RISK FACTORS 
• Your investment in the Notes may result in a loss. 
• The Equity Research Department of RBCCM believes that the prices of the 

Reference Stocks have the potential to increase during the term of the Notes. 
However, there can be no assurance that they will in fact do so. 

• The Notes are subject to Royal Bank of Canada’s credit risk. 
• The Notes are expected to have limited liquidity. 

PRELIMINARY KEY TERMS 

• The amount that you will receive at maturity for each $1,000 in principal amount 
of the Notes will depend upon the performance of the Basket. The Redemption 
Amount will equal the product of (a) $977.50 and (b) the Percentage Amount. 

• The amount of each interest payment, if any, will depend upon the amount of 
dividends paid on each Reference Stock during the Interest Calculation Period 
preceding each interest payment date, and will equal, for each $1,000 in principal 
amount, 97.75% of the sum of the Dividend Amounts for each of the Reference 
Stocks. 

• The Dividend Amount will be an amount in U.S. dollars equal to (a) $1,000 
divided by the Initial Price of the applicable Reference Stock multiplied by (b) the 
applicable Component Weight multiplied by (c) 100% of the gross cash 
distributions (including ordinary and extraordinary dividends) per share of 
Reference Stock, as described in more detail in the attached documents. 
  

  

TAX 
 

• Each investor will agree to treat the Notes as a pre-paid cash-settled, contingent 
income-bearing derivative contract for U.S. federal income tax purposes, as 
described in more detail in the attached documents. 

 

  
 

DETERMINING PAYMENT AT MATURITY 

Determine the value 
of the Basket on the 
Valuation Date 

You will receive, per 
$1,000 in principal 
amount of the notes, 
the product of (a) 
$977.50 and (b) the 
Percentage Amount. 

The Percentage Amount will equal an 
amount, expressed as a percentage, equal to 
(a) 100% plus (b) the sum of the Weighted 
Component Changes for the Reference 
Stocks. The Weighted Component Change for 
each Reference Stock will be determined as 
follows: 

Component Weight x  
Final Basket Level - Initial Basket Level 
                Initial Basket Level 

 

The Percentage Amount must exceed 
approximately 102.30% in order for you to receive 
a Redemption Amount that exceeds the principal 
amount. In addition, the Redemption Amount 
could be substantially less than the principal 
amount of the Notes. 
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The information in this preliminary terms supplement is not complete and may be changed. 

 
 
 
 
 
 
 
 
 
 
 
 

Royal Bank of Canada is offering the Notes linked to 40 Common Equity Securities (the “Notes”). The Notes are linked to an equally weighted Basket 
consisting of 40 common equity securities set forth below.  The CUSIP number for the Notes is 78012KWP8.            

The Notes may pay interest on March 28, 2017, June 28, 2017, September 28, 2017, and the maturity date.  The amount of any interest to be paid on 
the Notes will not be fixed, and will depend upon the total dividends paid on the Reference Stocks during the preceding quarter, as described in more 
detail below. 

On the maturity date, the amount that we will pay to you (the “Redemption Amount”) will depend upon the performance of the Basket over the term of the 
Notes.  As described in more detail below, the Redemption Amount will be less than the price to the public set forth below if the Percentage Amount of 
the Basket is not at least approximately 102.30%.   

We describe in more detail below how the payments on the Notes will be determined. 

Issue Date: December 29, 2016 
Maturity Date: January 5, 2018 
The Notes will not be listed on any securities exchange. 

Investing in the Notes involves a number of risks. See “Risk Factors” beginning on page S-1 of the prospectus supplement dated January 8, 2016, “Risk 
Factors” beginning on page PS-4 of the product prospectus supplement dated January 14, 2016, and “Selected Risk Considerations” beginning on page 
P-8 of this terms supplement. 

The Notes will not constitute deposits insured by the Canada Deposit Insurance Corporation, the U.S. Federal Deposit Insurance Corporation or any 
other Canadian or U.S. government agency or instrumentality. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or determined 
that this terms supplement is truthful or complete. Any representation to the contrary is a criminal offense. 

 Per Note   Total 
Price to public 100.00%  $  
Underwriting discounts and commissions 1.50%  $  
Proceeds to Royal Bank of Canada 98.50%  $  

The initial estimated value of the Notes as of the date of this terms supplement is $977.50 per $1,000 in principal amount, which is less than the price to 
public. The final pricing supplement relating to the Notes will set forth our estimate of the initial value of the Notes as of the Pricing Date, which will not 
be less than $967.50 per $1,000 in principal amount.  The actual value of the Notes at any time will reflect many factors, cannot be predicted with 
accuracy, and may be less than this amount.  We describe our determination of the initial estimated value in more detail below. 
If the Notes priced on the date of this terms supplement, RBC Capital Markets, LLC, which we refer to as RBCCM, acting as agent for Royal Bank of 
Canada, would receive a commission of approximately $15.00 per $1,000 in principal amount of the Notes and would use a portion of that commission 
to allow selling concessions to other dealers of up to approximately $15.00 per $1,000 in principal amount of the Notes. The other dealers may forgo, in 
their sole discretion, some or all of their selling concessions. See “Supplemental Plan of Distribution (Conflicts of Interest)” on page P-17 below. 
We may use this terms supplement in the initial sale of the Notes.  In addition, RBCCM or another of our affiliates may use this terms supplement in a 
market-making transaction in the Notes after their initial sale.  Unless we or our agent informs the purchaser otherwise in the confirmation of sale, 
this terms supplement is being used in a market-making transaction. 
 

 

Preliminary Terms Supplement 
Subject to Completion: 
Dated December 2, 2016 

Pricing Supplement Dated December __, 2016 to the 
Product Prospectus Supplement ERN-ES-1 Dated January 14, 2016, 
Prospectus Supplement Dated January 8, 2016, and  
Prospectus Dated January 8, 2016 

$__________ 

Direct Investment Notes  
Linked to 40 Common Equity Securities 
due January 5, 2018 
Royal Bank of Canada 
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SUMMARY 

The information in this “Summary” section is qualified by the more detailed information set forth in this terms supplement, the 
product prospectus supplement, the prospectus supplement, and the prospectus. 

Issuer: Royal Bank of Canada (“Royal Bank”) 

Issue: Senior Global Medium-Term Notes, Series G 

Underwriter: RBC Capital Markets, LLC (“RBCCM”) 

Reference Asset: The Notes are linked to the value of a basket (the “Basket”) 
consisting of the common equity securities of 40 publicly 
traded companies indicated on page P-3 (each, a 
“Reference Stock,” and collectively, the “Reference 
Stocks”).  The Reference Stocks represent 40 common 
stocks identified by RBCCM following the November 2016 
U.S. national elections, based on the criteria described in 
the section below, “The Selection of the Basket.”   

Currency: U.S. Dollars 

Minimum Investment: $1,000 and minimum denominations of $1,000 in excess 
thereof  

Pricing Date: December 23, 2016 

Issue Date: December 29, 2016 

Valuation Date: January 2, 2018 

Payment at Maturity  

(if held to maturity): 

The amount that you will receive at maturity for each $1,000 
in principal amount of the Notes will depend upon the 
performance of the Basket and the dividends paid on the 
Reference Stocks.  The Redemption Amount will equal the 
product of (a) $977.50 and (b) the Percentage Amount.  

As discussed in more detail below, the Percentage Amount 
must exceed approximately 102.30% in order for you to 
receive a Redemption Amount per $1,000 in principal 
amount of the Notes that exceeds the principal amount.  In 
addition, the Redemption Amount could be substantially 
less than the principal amount of the Notes. 

Percentage Amount: The Percentage Amount will equal an amount, expressed 
as a percentage and rounded to two decimal places, equal 
to: 

evel  Basket LInitial
evel  Basket LInitial - evel  Basket LFinal  

Initial Price: The closing price per share of a Reference Stock on the 
Pricing Date, as determined by the Calculation Agent. 

Final Price: The closing price per share of a Reference Stock on the 
Valuation Date.   
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Basket:  

 

Reference Stock Issuer Ticker Initial 
Price 

AmerisourceBergen 
Corporation ABC  

Alliance Data Systems 
Corporation ADS  

Aetna Inc. AET  
Alaska Air Group, Inc. ALK  

Ameriprise Financial, Inc. AMP  
AutoNation, Inc. AN  

Anthem Inc. ANTM  
Bed Bath & Beyond Inc. BBBY  

BB&T Corporation BBT  
Best Buy Co., Inc. BBY  

Cardinal Health, Inc. CAH  
Capital One Financial 

Corporation COF  

Discover Financial Services DFS  
Express Scripts Holding 

Company ESRX  

Freeport-McMoRan Inc. FCX  
The Gap, Inc. GPS  

Huntington Bancshares 
Incorporated HBAN  

Nordstrom, Inc. JWN  
CarMax, Inc. KMX  

Kohl's Corporation KSS  
 

 

 

Reference Stock Issuer Ticker Initial 
Price 

Legg Mason, Inc. LM  
Lincoln National 

Corporation LNC  

Southwest Airlines Co. LUV  
Macy's, Inc. M  

McKesson Corporation MCK  
Navient Corporation NAVI  

Norfolk Southern 
Corporation NSC  

PNC Financial Services 
Group, Inc. PNC  

Ryder System, Inc. R  
Regions Financial 

Corporation RF  

Staples, Inc. SPLS  
Southwestern Energy 

Company SWN  

TEGNA Inc. TGNA  
Tesoro Corporation TSO  

Unum Group UNM  
Urban Outfitters, Inc. URBN  

United Rentals URI  
U.S. Bancorp USB  

Wells Fargo & Company WFC  
Zions Bancorporation ZION  

 

 

Component Weights: 

 

1/40 for each Reference Stock (subject to adjustment as 
provided below). 

Initial Basket Level: The initial level of the Basket shall be deemed to be $1,000. 
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Initial Composition of the Basket: The Basket shall initially be deemed to consist of a number 
of shares of each Reference Stock calculated as follows: 

• Each Reference Stock shall initially constitute 1/40 
of the Basket, with an aggregate value of $25.00 
($1,000 divided by 40). 

• Accordingly, initially, the number of shares of each 
Reference Share in the Basket shall be calculated 
by dividing $25.00 by the Initial Price, rounded to 
four decimal places. 

• The number of shares of each Reference Share 
initially included in the Basket will be determined on 
the Pricing Date, and will be set forth in the final 
pricing supplement. 

For example, if the Initial Price of a Reference Share is 
$12.50, the Basket will initially be deemed to include 2.00 
shares of that Reference Share ($25.00 divided by $12.50). 

Final Basket Level: The value of the shares (and any other assets) in the 
Basket as of the close of trading on the Valuation Date, as 
determined by the Calculation Agent, using the Final Price 
of each Reference Stock.   

Adjustments to the Composition of the Basket: The Calculation Agent will adjust the number of shares of 
each Reference Stock in the Basket, as may be needed to 
reflect stock splits, reverse stock splits, stock dividends, and 
similar transactions, as discussed in the section of the 
product supplement, “General Terms of the Notes—Anti-
Dilution Adjustments Relating to Equity Securities.”  See 
“Other Terms of Your Notes” on page P-11 of this 
document. 

Interest Payment Dates: March 28, 2017, June 28, 2017, September 28, 2017 and 
January 5, 2018 (the maturity date). 

Interest Calculation Dates: March 23, 2017, June 23, 2017, September 25, 2017 and 
January 2, 2018 (the Valuation Date). 

Calculation of Interest Payments: The amount of each interest payment, if any, will depend 
upon the amount of dividends paid on each Reference 
Stock during the Interest Calculation Period preceding each 
interest payment date, and will equal, for each $1,000 in 
principal amount, 97.75% of the sum of the Dividend 
Amounts for each of the Reference Stocks. 

Interest Calculation Period: The first Interest Calculation Period will commence on the 
trading day after the Pricing Date and end on the first 
Interest Calculation Date. 

Each subsequent Interest Calculation Period will begin on 
the trading day following an Interest Calculation Date and 
end on the next Interest Calculation Date.  The final Interest 
Calculation Date will occur on the Valuation Date. 
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Dividend Amount: For each Reference Stock, an amount in U.S. dollars equal 
to (a) $1,000 divided by the Initial Price of the applicable 
Reference Stock multiplied by (b) the applicable Component 
Weight multiplied by (c) 100% of the gross cash 
distributions (including ordinary and extraordinary dividends) 
per share of Reference Stock declared by the applicable 
Reference Stock Issuer where the date that the applicable 
Reference Stock has commenced trading ex-dividend on its 
primary U.S. securities exchange as to each relevant 
distribution occurs during the relevant Interest Calculation 
Period, as described in more detail below.   

Maturity Date: January 5, 2018, subject to extension for market and other 
disruptions, as described in the product prospectus 
supplement dated January 14, 2016. 

Term: Approximately 53 weeks. 

Principal at Risk: The Notes are NOT principal protected.  You may lose 
all or a substantial portion of your principal amount at 
maturity if the value of the Basket decreases, or does 
not increase by at least 2.30%, from the Pricing Date to 
the Valuation Date. 

Calculation Agent: RBCCM 

U.S. Tax Treatment: By purchasing a Note, each holder agrees (in the absence 
of a change in law, an administrative determination or a 
judicial ruling to the contrary) to treat the Note as a pre-paid 
cash-settled contingent income-bearing derivative contract 
linked to the Basket for U.S. federal income tax purposes.  
However, the U.S. federal income tax consequences of your 
investment in the Notes are uncertain and the Internal 
Revenue Service could assert that the Notes should be 
taxed in a manner that is different from that described in the 
preceding sentence.  Please see the section below, 
“Supplemental Discussion of U.S. Federal Income Tax 
Consequences,” and the discussion (including the opinion of 
our counsel Morrison & Foerster LLP) in the product 
prospectus supplement dated January 14, 2016 under “Tax 
Consequences,” which apply to the Notes. 

Secondary Market: RBCCM (or one of its affiliates), though not obligated to do 
so, plans to maintain a secondary market in the Notes after 
the Issue Date.  The amount that you may receive upon 
sale of your Notes prior to maturity may be less than 
the principal amount of your Notes. 

Listing: The Notes will not be listed on any securities exchange. 

Clearance and Settlement: DTC global (including through its indirect participants 
Euroclear and Clearstream, Luxembourg as described 
under “Description of Debt Securities—Ownership and 
Book-Entry Issuance” in the prospectus dated January 8, 
2016). 
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Events of Default: In case an event of default with respect to the Notes will have 
occurred and be continuing, the amount declared due and 
payable on the Notes upon any acceleration will be 
determined by the Calculation Agent and will be an amount of 
cash equal to the amount payable as described above under 
the caption “—Payment at Maturity,” calculated as if the date 
of acceleration were the Valuation Date.  The Dividend 
Amount for each Reference Stock will only include dividends 
declared and paid through that date. 

The Pricing Date and the Issue Date of the Notes are subject to change. The actual Pricing Date, Issue Date, and other 
dates for the Notes set forth above will be set forth in the final pricing supplement. 
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ADDITIONAL TERMS OF YOUR NOTES 

You should read this terms supplement together with the prospectus dated January 8, 2016, as supplemented by the prospectus 
supplement dated January 8, 2016 and the product prospectus supplement dated January 14, 2016, relating to our Senior 
Global Medium-Term Notes, Series G, of which these Notes are a part. Capitalized terms used but not defined in this terms 
supplement will have the meanings given to them in the product prospectus supplement. In the event of any conflict, this terms 
supplement will control.  The Notes vary from the terms described in the product prospectus supplement in several 
important ways.  You should read this terms supplement carefully. 

This terms supplement, together with the documents listed below, contains the terms of the Notes and supersedes all prior or 
contemporaneous oral statements as well as any other written materials including preliminary or indicative pricing terms, 
correspondence, trade ideas, structures for implementation, sample structures, brochures or other educational materials of ours. 
You should carefully consider, among other things, the matters set forth in “Risk Factors” in the prospectus supplement dated 
January 8, 2016 and “Risk Factors” in the product prospectus supplement dated January 14, 2016, as the Notes involve risks 
not associated with conventional debt securities. We urge you to consult your investment, legal, tax, accounting and other 
advisors before you invest in the Notes. You may access these documents on the Securities and Exchange Commission (the 
“SEC”) website at www.sec.gov as follows (or if that address has changed, by reviewing our filings for the relevant date on the 
SEC website): 

Prospectus dated January 8, 2016:  
http://www.sec.gov/Archives/edgar/data/1000275/000121465916008810/j18160424b3.htm 

Prospectus Supplement dated January 8, 2016:  
http://www.sec.gov/Archives/edgar/data/1000275/000121465916008811/p14150424b3.htm 

Product Prospectus Supplement ERN-ES-1 dated January 14, 2016: 
https://www.sec.gov/Archives/edgar/data/1000275/000114036116047764/form424b5.htm 

Our Central Index Key, or CIK, on the SEC website is 1000275.  As used in this terms supplement, “we,” “us,” or “our” refers to 
Royal Bank of Canada. 

Royal Bank of Canada has filed a registration statement (including a product prospectus supplement, a prospectus 
supplement, and a prospectus) with the SEC for the offering to which this terms supplement relates.  Before you 
invest, you should read those documents and the other documents relating to this offering that we have filed with the 
SEC for more complete information about us and this offering.  You may obtain these documents without cost by 
visiting EDGAR on the SEC website at www.sec.gov.  Alternatively, Royal Bank of Canada, any agent or any dealer 
participating in this offering will arrange to send you the product prospectus supplement, the prospectus supplement 
and the prospectus if you so request by calling toll-free at 1-866-609-6009. 

 
 

http://www.sec.gov/Archives/edgar/data/1000275/000121465916008810/j18160424b3.htm
http://www.sec.gov/Archives/edgar/data/1000275/000121465916008811/p14150424b3.htm
https://www.sec.gov/Archives/edgar/data/1000275/000114036116047764/form424b5.htm


 

 

 
P-8 RBC Capital Markets, LLC 

    
      

    

Direct Investment Notes  
Linked to 40 Common Equity Securities due 
January 5, 2018 
 

HYPOTHETICAL RETURNS AT MATURITY 

The following hypothetical examples are provided for illustration purposes only and are hypothetical; they do not purport to be 
representative of every possible scenario concerning increases or decreases in the value of the Basket and the related effect on 
the Redemption Amount.  The following hypothetical examples illustrate the payment you would receive on the maturity date if 
you purchased $1,000 in principal amount of the Notes.  Numbers appearing in the examples below have been rounded for ease 
of analysis.  This table does not reflect any interest that may be paid on the Notes. 

Percentage Amount Redemption Amount per $1,000 in 
Principal Amount 

Percentage Gain (or Loss) per 
$1,000 in Principal Amount 

140.00% $1,368.50 36.85% 
130.00% $1,270.75 27.08% 
120.00% $1,173.00 17.30% 
110.00% $1,075.25 7.53% 

102.30%(1) $1,000.00 0.00% 
100.00%(2) $977.50 -2.25% 

90.00% $879.75 -12.03% 
80.00% $782.00 -21.80% 
70.00% $684.25 -31.58% 
60.00% $586.50 -41.35% 
50.00% $488.75 -51.13% 
40.00% $391.00 -60.90% 
30.00% $293.25 -70.68% 
20.00% $195.50 -80.45% 
10.00% $97.75 -90.23% 
0.00% $0.00 -100.00% 

(1) Due to the payment formula set forth above, for you to receive a Redemption Amount greater than the principal amount the 
Notes, the Percentage Amount must be greater than approximately 102.30%. 

(2) If the Percentage Amount is not at least approximately 102.30%, you will lose some or all of the principal amount of the Notes. 

Please see the sections below, “Selected Risk Considerations—Principal at Risk” and “—The Notes Will Not Reflect the Full 
Performance of the Reference Stocks, Which Will Negatively Impact Your Return on the Notes.” 
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SELECTED RISK CONSIDERATIONS 

An investment in the Notes involves significant risks.  Investing in the Notes is not equivalent to investing directly in the 
Reference Stocks.  These risks are explained in more detail in the section “Risk Factors” beginning on page PS-4 of the product 
prospectus supplement.  In addition to the risks described in the prospectus supplement and the product prospectus 
supplement, you should consider the following: 

• Principal at Risk – Investors in the Notes could lose all or a substantial portion of their principal amount if there is a 
decline in the value of the Basket.  Investors will also lose a portion of their principal amount if the Percentage Amount 
is not at least approximately 102.30%. 

• The Notes May Not Pay Interest and Your Return May Be Lower than the Return on a Conventional Debt 
Security of Comparable Maturity – There may be no periodic interest payments on the Notes, and any such 
payments may be less than there would be on a conventional fixed-rate or floating-rate debt security having the same 
maturity.  The amount of each interest payment, if any, will depend upon the amount of dividends paid on each 
Reference Stock during the Interest Calculation Period preceding each interest payment date.  The yield that you will 
receive on your Notes, which could be negative, may be less than the yield you could earn if you purchased a standard 
senior debt security of ours with the same maturity date.  Your investment may not reflect the full opportunity cost to you 
when you take into account factors that affect the time value of money. 

• The Notes Will Not Reflect the Full Performance of the Reference Stocks, Which Will Negatively Impact Your 
Return on the Notes – Because the calculation of the Redemption Amount for each $1,000 in principal amount reflects 
the product of the Percentage Amount and $977.50, the return, if any, on the Notes will not reflect the full performance 
of the Reference Stocks.  Therefore, the yield to maturity based on the methodology for calculating the Redemption 
Amount will be less than the yield that would be produced if the Reference Stocks were purchased and held for a similar 
period. Similarly, the interest payments you receive on the Notes will be less than the applicable Dividend Amounts.  

• Payments on the Notes Are Subject to Our Credit Risk, and Changes in Our Credit Ratings Are Expected to 
Affect the Market Value of the Notes – The Notes are Royal Bank’s senior unsecured debt securities.  As a result, 
your receipt of all required payments on the Notes will be dependent upon Royal Bank’s ability to repay its obligations 
as of the applicable payment date.  This will be the case even if the value of the Basket increases after the Pricing Date, 
or if substantial payments are made on the Reference Stocks.  No assurance can be given as to what our financial 
condition will be at any time during the term of the Notes. 

• There May Not Be an Active Trading Market for the Notes—Sales in the Secondary Market May Result in 
Significant Losses – There may be little or no secondary market for the Notes.  The Notes will not be listed on any 
securities exchange.  RBCCM and other affiliates of Royal Bank may make a market for the Notes; however, they are 
not required to do so.  RBCCM or any other affiliate of Royal Bank may stop any market-making activities at any time.  
Even if a secondary market for the Notes develops, it may not provide significant liquidity or trade at prices 
advantageous to you.  We expect that transaction costs in any secondary market would be high.  As a result, the 
difference between bid and asked prices for your Notes in any secondary market could be substantial. 

• You Will Not Have Any Rights to the Reference Stocks – As a holder of the Notes, you will not have voting rights or 
other rights that holders of the Reference Stocks would have.  You will have no right to receive shares of the Reference 
Stocks. 

• The Historical Performance of the Reference Stocks Should Not Be Taken as an Indication of Their Future 
Performance – The Final Prices of the Reference Stocks will determine the Redemption Amount.  The historical 
performance of the Reference Stocks does not necessarily give an indication of their future performance.  As a result, it 
is impossible to predict whether the prices of the Reference Stocks will rise or fall during the term of the Notes.  The 
prices of the Reference Stocks will be influenced by complex and interrelated political, economic, financial and other 
factors. 

• Holders of the Reference Stocks Are Only Entitled to Receive Those Dividends as Each Issuer’s Board of 
Directors May Declare out of Funds Legally Available – Although dividends and distributions on one or more of the 



 

 

 
P-10 RBC Capital Markets, LLC 

    
      

    

Direct Investment Notes  
Linked to 40 Common Equity Securities due 
January 5, 2018 
 

Reference Stocks may have historically been declared by the applicable board of directors, they are not required to do 
so and may reduce or eliminate those dividends in the future.  The Dividend Amount of one or more of the Reference 
Stocks during the term of the Notes may be zero.  If the dividends paid on the Reference Stocks are not significant, any 
interest payments that you receive on the Notes may not be sufficient to provide you with your desired return on the 
Notes. 

• The Initial Estimated Value of the Notes Will Be Less than the Price to the Public – The initial estimated value set 
forth on the cover page and that will be set forth in the final pricing supplement for the Notes does not represent a 
minimum price at which we, RBCCM or any of our affiliates would be willing to purchase the Notes in any secondary 
market (if any exists) at any time.  If you attempt to sell the Notes prior to maturity, their market value may be lower than 
the price you paid for them and the initial estimated value.  This is due to, among other things, changes in the value of 
the Basket, the borrowing rate we pay to issue securities of this kind, and the inclusion in the price to the public of the 
underwriting discount and the estimated costs relating to our hedging of the Notes.  These factors, together with various 
credit, market and economic factors over the term of the Notes, are expected to reduce the price at which you may be 
able to sell the Notes in any secondary market and will affect the value of the Notes in complex and unpredictable ways.  
Assuming no change in market conditions or any other relevant factors, the price, if any, at which you may be able to 
sell your Notes prior to maturity may be less than your original purchase price, as any such sale price would not be 
expected to include the underwriting discount and the hedging costs relating to the Notes. In addition to bid-ask 
spreads, the value of the Notes determined for any secondary market price is expected to be based on the secondary 
rate rather than the internal funding rate used to price the Notes and determine the initial estimated value.  As a result, 
the secondary price will be less than if the internal funding rate was used.  The Notes are not designed to be short-term 
trading instruments.  Accordingly, you should be able and willing to hold your Notes to maturity.  

• The Initial Estimated Value of the Notes on the Cover Page and that We Will Provide in the Final Pricing 
Supplement Are Estimates Only, Calculated as of the Time the Terms of the Notes Are Set – The initial estimated 
value of the Notes will be based on the value of our obligation to make the payments on the Notes, together with the 
mid-market value of the derivative embedded in the terms of the Notes.  See “Structuring the Notes” below.  Our 
estimates are based on a variety of assumptions, including our credit spreads, expectations as to dividends, interest 
rates and volatility, and the expected term of the Notes.  These assumptions are based on certain forecasts about future 
events, which may prove to be incorrect.  Other entities may value the Notes or similar securities at a price that is 
significantly different than we do. 

 The value of the Notes at any time after the Pricing Date will vary based on many factors, including changes in market 
conditions, and cannot be predicted with accuracy.  As a result, the actual value you would receive if you sold the Notes 
in any secondary market, if any, should be expected to differ materially from the initial estimated value of the Notes. 

• Our Business Activities May Create Conflicts of Interest – We and our affiliates expect to engage in trading 
activities related to the Reference Stocks that are not for the account of holders of the Notes or on their behalf. These 
trading activities may present a conflict between the holders’ interests in the Notes and the interests we and our 
affiliates will have in their proprietary accounts, in facilitating transactions, including options and other derivatives 
transactions, for their customers and in accounts under their management. These trading activities, if they influence the 
prices of the Reference Stocks, could be adverse to the interests of the holders of the Notes. We and one or more of 
our affiliates may, at present or in the future, engage in business with the issuers of the Reference Stocks, including 
making loans to or providing advisory services. These services could include investment banking and merger and 
acquisition advisory services. These activities may present a conflict between our or one or more of our affiliates’ 
obligations and your interests as a holder of the Notes. Any of these activities by us or one or more of our affiliates may 
affect the value of the Reference Stocks, and, therefore, the market value of the Notes.  

• You Must Rely on Your Own Evaluation of the Merits of an Investment Linked to the Reference Stocks – In the 
ordinary course of their business, RBCCM and our other affiliates have expressed views on the value of the Reference 
Stocks and/or expected movements in their prices, and may do so in the future.  These views or reports may be 
communicated to clients of our affiliates.  However, these views are subject to change from time to time.  Moreover, 
other professionals who transact business in markets relating to any Reference Stock may at any time have significantly 
different views from those of our affiliates.  For these reasons, you are encouraged to derive information concerning the 
Reference Stocks from multiple sources, and you should not rely solely on views expressed by us or our affiliates.  
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• One of the Reference Stocks Has Limited Historical Information – Because Navient Corporation has limited trading 
history, your investment in the Notes may involve a greater risk than investing in securities linked to one or more equity 
securities with more established records of performance. 

• The Inclusion of the Reference Stocks in the Basket Does Not Guarantee a Positive Return on the Notes – There 
can be no assurance that any Reference Stock, or the Basket in its entirety, will increase in value.  The performance of 
the Reference Stocks may be less than the performance of the equities markets generally, and less than the 
performance of specific sectors of the equity markets, or other securities in which you may choose to invest.  As of the 
date of this document, the Equity Research Department of RBCCM believes that the prices of the Reference Stocks 
have the potential to increase during the term of the Notes. However, there can be no assurance that they will in fact do 
so.  Although RBCCM has expressed a positive view as to the Reference Stocks prior to the date of this terms 
supplement, its views may change significantly during the term of the Notes.  In addition, any positive views of 
RBCCM’s research divisions are separate and apart from the offering of the Notes, and do not constitute investment 
advice.  Our offering of the Notes does not constitute our recommendation or the recommendation of RBCCM or our 
other affiliates to invest in the Notes or in the Reference Stocks. 

No assurances can be given as to the policies, legislation or regulations that will be pursued by the U.S. legislative and 
executive branches in the future.  Even if these policies, legislation or regulations are designed to stimulate economic 
growth, or growth in particular sectors, there can be no assurance that they will benefit the value of the Reference 
Stocks. 

• As Calculation Agent, RBCCM Will Have the Authority to Make Determinations that Could Affect the Value of 
Your Notes and Your Payment at Maturity – As calculation agent for your Notes, RBCCM will have discretion in 
making various determinations that affect your Notes, including determining the Final Prices, the Percentage Amount, 
the Redemption Amount, the amounts of any interest payments on the Notes, and whether any market disruption 
events have occurred.  The Calculation Agent also has discretion in making certain adjustments relating to mergers and 
certain other corporate transactions that an issuer of a Reference Stock may undertake.  The exercise of this discretion 
by RBCCM could adversely affect the value of your Notes and may present RBCCM, which is our wholly owned 
subsidiary, with a conflict of interest. 

• Market Disruption Events and Adjustments – The payments on the Notes are subject to adjustment as described in 
this terms supplement and the product prospectus supplement.  For a description of what constitutes a market 
disruption event as well as the consequences of that market disruption event, see “General Terms of the Notes—Market 
Disruption Events” in the product prospectus supplement. 
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OTHER TERMS OF YOUR NOTES 
Certain Reorganization Events 

If an issuer of a Reference Stock undergoes a Reorganization Event, as described on PS-16 of the product prospectus 
supplement dated January 14, 2016 (for example, if it merges with another entity and is not the surviving company), that 
Reference Stock may be removed from the Basket by the Calculation Agent following the effective date of the Reorganization 
Event, with the Component Weights of the remaining Reference Stocks increasing proportionately to reflect the relevant 
weightings of those remaining Reference Stocks at the time of the Reorganization Event.   

In order to accomplish the foregoing, the Calculation Agent will determine the value of the shares of the Reference Stock in the 
Basket that is subject to the Reorganization Event, and will add to the Basket a number of shares of each other Reference Stock 
that is proportionate to the relative weightings of the Reference Stocks at the time of the Reorganization Event.  

In the event of a Reorganization Event, The Calculation Agent will have sole discretion in determining the distribution of shares. 
In order to determine the value of the Reference Stock that is subject to the Reorganization Event, the Calculation Agent may 
use its closing price on the last trading day on which it trades prior to the effective date of the relevant transaction, the terms of 
the transaction that is the subject of the Reorganization Event, or such other commercially reasonable method as it may 
determine to be appropriate at that time.  The weightings of the remaining Reference Stocks at that time, and the number of 
shares of each to be added to the Basket, will be determined by the Calculation Agent based upon the percentage of the Basket 
value that they constitute, from their respective closing prices. 

Additional Anti-Dilution Adjustments 

The Calculation Agent will adjust the number of shares of each Reference Stock in the Basket, as it determines may be needed 
to reflect stock splits, reverse stock splits, stock dividends, and other corporate transactions, which are discussed in the section 
of the product supplement, “General Terms of the Notes—Anti-Dilution Adjustments Relating to Equity Securities.”  For example, 
if a Reference Stock is subject to a 2-for-1 stock split, the Calculation Agent may determine that, upon the applicable effective 
date, each one share of that Reference Stock in the Basket shall be deemed to thereafter to represent two shares. 
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INFORMATION REGARDING THE ISSUERS OF THE REFERENCE STOCKS 

The issuer of each Reference Stock is registered under the Securities Exchange Act of 1934, as amended (“Exchange Act”).  
Companies with securities registered under the Exchange Act are required to periodically file financial and other information 
required by the Securities and Exchange Commission (“SEC”).  This information is filed with the SEC and can be inspected and 
copied by you at the SEC’s Public Reference Room located at 100 F Street, N.E., Washington, D.C. 20549 at prescribed rates.  
The public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.  In 
addition, information filed by the issuers of the Reference Stocks with the SEC electronically is available to the public over the 
Internet at the SEC’s website at http://www.sec.gov.   

The Selection of the Basket 

The Reference Stocks represent the common stocks of 40 issuers selected by RBCCM as of November 21, 2016. To select the 
Reference Stocks, RBCCM identified common stocks that it believed may benefit from the results of the November 8, 2016 U.S. 
election, and potential pro-growth policies and initiatives that may be pursued by the incoming executive and legislative 
branches of government.  To select the Reference Stocks, RBC used the following criteria:   

• Value: Stocks characterized by low price-earnings ratios may perform well during periods of economic growth; 
• Domestic Orientation: Companies that focus their sales in the U.S. may perform better if the U.S. dollar is strong 

relative to other currencies; 
• Operating Leverage: U.S. economic growth may benefit economically-sensitive companies that have higher fixed 

costs; 
• Taxes: Reductions in corporate tax rates may benefit companies with higher effective tax rates; and 
• High Volatility: Stocks that have been historically characterized by their low volatility and their sensitivity to interest 

rates may be negatively affected by a rise in interest rates. 

Please note that these are, to a significant extent, subjective criteria.  Other market participants may have different views as to 
which securities are likely to perform differently in the future, or may apply different criteria for selecting investment opportunities. 

Additional information regarding RBCCM research analyst ratings is available at https://www.rbccm.com/equityresearch/cid-
203939.html.  Information on that website is not included or incorporated by reference in this document.  A rating is subject to 
downward revision at any time, and a broker-dealer may cease to cover a particular security at any time, including during the 
term of the Notes. 

Neither we nor our affiliates makes any representation as to the future performance of any Reference Stock or the Basket.    

Description of the Reference Stock Issuers 

The following information regarding each issuer of the Reference Stocks is derived from publicly available information and we 
have not independently verified it. 

• AmerisourceBergen Corporation provides pharmaceutical services. The company offers brand generic pharmaceuticals, 
over-the-counter healthcare products, home healthcare supplies and equipment, and related services to healthcare 
providers. Its common stock trades on the New York Stock Exchange (the “NYSE”) under the symbol “ABC.” 

• Alliance Data Systems Corporation provides marketing and customer loyalty services. The company offers a portfolio of 
outsourced marketing services, including customer loyalty programs, database marketing services, consulting, analytics 
and creative services, e-mail marketing and private label and co-branded retail credit cards. Its common stock trades on 
the NYSE under the symbol “ADS.”  

• Aetna Inc. is a health care benefits company that provides healthcare and related benefits, serving health care 
members, dental members, and group insurance customers. The company offers medical, pharmacy, dental, behavioral 
health, group life and disability plans, and medical management capabilities and health care management services for 
medicaid plans. Its common stock trades on the NYSE under the symbol “AET.”  

• Alaska Air Group, Inc. is an airline holding company. The company, through its subsidiaries, provides air services to 
passengers in multiple destinations. Alaska Air also provides freight and mail services, primarily to and within the state 
of Alaska and on the West Coast. Its common stock trades on the NYSE under the symbol “ALK.” 
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• Ameriprise Financial, Inc. is a financial planning and services firm. The company provides financial planning, products 
and services that are designed to be utilized as solutions for its clients' cash and liquidity, asset accumulation, income, 
protection, and estate and wealth transfer needs. Its common shares trade on the NYSE under the symbol “AMP.” 

• AutoNation, Inc. retails, finances, and services new and used vehicles. The company also provides other related 
services and products, such as the sale of parts and accessories, extended service contracts, aftermarket automotive 
products, and collision repair services.  Its common stock trades on the NYSE under the symbol “AN.”  

• Anthem Inc. is a health benefits company. The company provides health, dental and vision, and pharmacy benefits, as 
well as life insurance, and life and disability insurance benefits. Anthem offers a spectrum of network-based managed 
care plans to large and small employer, individual, Medicaid, and Medicare markets. Its common stock trades on the 
NYSE under the symbol “ANTM.”  

• Bed Bath & Beyond Inc. operates a chain of retail stores. The company sells merchandise, principally including 
domestic merchandise and home furnishings, as well as food, giftware, health and beauty care items, and infant and 
toddler merchandise. Its common stock trades on the NYSE under the symbol “BBBY.” 

• BB&T Corporation operates banking offices in 15 states and Washington D.C. The company and its subsidiaries offer 
commercial and retail banking, as well as insurance, retail brokerage, corporate finance, international banking, leasing, 
and trust services. Its common stock trades on the NYSE under the symbol “BBT.” 

• Best Buy Co., Inc. retails consumer electronics, home office products, entertainment software, appliances, and related 
services through its retail stores, as well as its website. The company also retails pre-recorded home entertainment 
products through retail stores. Its common stock trades on the NYSE under the symbol “BBY.” 

• Cardinal Health, Inc. provides complementary products and services to healthcare providers and manufacturers. The 
company's services include pharmaceutical distribution, health-care product manufacturing, distribution and consulting 
services, drug delivery systems development, pharmaceutical packaging, automated dispensing systems 
manufacturing, and retail pharmacy franchising. Its common stock trades on the NYSE under the symbol “CAH.”  

• Capital One Financial Corporation is a diversified bank. The bank, through its subsidiaries, offers financial products and 
services to consumers, small businesses, and commercial clients. Its common stock trades on the NYSE under the 
symbol “COF.” 

• Discover Financial Services operates as a credit card issuer and electronic payment services company. The company 
issues credit cards and offers student and personal loans, as well as savings products such as certificates of deposit 
and money market accounts. The company manages automated teller machine networks. Its common stock trades on 
the NYSE under the symbol “DFS.”  

• Express Scripts Holding Company is a full service pharmacy benefit management and specialty managed care 
company. The company's customers include managed care organizations, insurance carriers, third party administrators, 
employers, and union-sponsored benefit plans. Its common stock trades on the NYSE under the symbol “ESRX.” 

• Freeport-McMoRan Inc. is an international natural resources company. The company operates large, long-lived, 
geographically diverse assets with significant reserves of copper, gold, molybdenum, cobalt, oil, and gas. Its common 
stock trades on the NYSE under the symbol “FCX.” 

• The Gap, Inc. is an international specialty retailer operating retail and outlet stores. The company sells casual apparel, 
accessories, and personal care products for men, women, and children. Its common stock trades on the NYSE under 
the symbol “GPS.” 

• Huntington Bancshares Incorporated is a bank holding company. The company's subsidiaries provide commercial and 
consumer banking services, mortgage banking services, automobile financing, equipment leasing, investment 
management, trust services, brokerage services, customized insurance service programs, and other financial products 
and services. Its common stock trades on the Nasdaq Global Select Market under the symbol “HBAN.” 

• Nordstrom, Inc. is a fashion retailer of apparel, shoes, and accessories for men, women, and children. The company 
operates through multiple retail channels, discount stores, boutiques, catalogs, and on the Internet. The company also 
offers, through a subsidiary, private label card credit and debit cards. Its common stock trades on the NYSE under the 
symbol “JWN.” 
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• CarMax, Inc. sells at retail used cars and light trucks. The company purchases, reconditions, and sells used vehicles in 
its superstores and franchises. Its common stock trades on the NYSE under the symbol “KMX.” 

• Kohl's Corporation operates a chain of family-oriented department stores. The company's stores feature apparel, 
footwear and accessories for women, men and children, soft home products such as sheets and pillows, and 
housewares targeted to middle income customers. The company also offers online shopping and store credit cards. Its 
common stock trades on the NYSE under the symbol “KSS.” 

• Legg Mason, Inc. is an asset management company. The company, through its subsidiaries, provides investment 
management and related services to institutional and individual clients, company-sponsored mutual funds and other 
pooled investment vehicles. Its common stock trades on the NYSE under the symbol “LM.” 

• Lincoln National Corporation is a financial services company. The company offers services including annuities, life, 
group life, disability and dental insurance, employer-sponsored retirement plans, savings plans, and financial planning 
and advisory services. Its common stock trades on the NYSE under the symbol “LNC.” 

• Southwest Airlines Co. is a domestic airline that provides primarily short-haul, high-frequency, and point-to-point 
services. The company offers flights throughout the United States. Its common stock trades on the NYSE under the 
symbol “LUV.” 

• Macy's, Inc. operates department stores in the United States. The company also operates direct mail catalog and 
electronic commerce subsidiaries. The company’s retail stores sell a wide range of merchandise, including men, 
women, and children apparel and accessories, cosmetics, home furnishings, and other consumer goods. Its common 
stock trades on the NYSE under the symbol “M.” 

• McKesson Corporation distributes pharmaceuticals, medical-surgical supplies, and health and beauty care products. 
The company also develops, implements, and supports software that facilitates the integration of data in health 
enterprises. In addition, the company offers analytic, care management and patient solutions for payers. Its common 
stock trades on the NYSE under the symbol “MCK.” 

• Navient Corporation's focus is in education loan portfolio management, servicing and asset recovery. The company acts 
as a servicer for Department of Education and FFELP loans as well as private student loans. Its common stock trades 
on the Nasdaq Global Select Market under the symbol “NAVI.” 

• Norfolk Southern Corporation provides rail transportation services. The company transports raw materials, intermediate 
products, and finished goods primarily in the Southeast, East, and Midwest and, via interchange with rail carriers, to and 
from the rest of the United States. The company also transports overseas freight through several Atlantic and Gulf 
Coast ports. Its common stock trades on the NYSE under the symbol “NSC.” 

• The PNC Financial Services Group, Inc. is a financial services organization. The company provides regional banking, 
wholesale banking, and asset management services nationally and in the company's primary regional markets.  Its 
common stock trades on the NYSE under the symbol “PNC.”  

• Ryder System, Inc. provides logistics, supply chain, and transportation management services. The company's offerings 
range from full-service leasing, commercial rental and maintenance of vehicles to integrated services. The company 
also offers comprehensive supply chain services, logistics management services, and e-Commerce services. Its 
common stock trades on the NYSE under the symbol “R.” 

• Regions Financial Corporation is a regional multi-bank holding company. The company provides mortgage banking, 
credit life insurance, leasing, commercial accounts receivable factoring, specialty mortgage financing, and securities 
brokerage services. The company provides banking services throughout the South, Midwest, and Eastern United 
States. Its common stock trades on the NYSE under the symbol “RF.” 

• Staples, Inc. retails office supplies, furniture, and technology. The company serves its customers through office 
superstores, mail order catalogs, the Internet, and a contract business. Its common stock trades on the Nasdaq Global 
Select Market under the symbol “SPLS.” 
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• Southwestern Energy Company is an independent energy company primarily focused on natural gas and crude oil 
exploration, development and production within the United States. The company operations also include natural gas 
gathering and marketing activities. Its common stock trades on the NYSE under the symbol “SWN.” 

• TEGNA Inc. is an international broadcasting and digital media company. The company owns and operates television 
and radio stations, delivering news and informative content. The company also provides digital marketing services in the 
automotive, human capital, and digital marketing industries for individuals and businesses. Its common stock trades on 
the NYSE under the symbol “TGNA.” 

• Tesoro Corporation refines and markets petroleum products and provides transporting services. The company operates 
refineries, as well as a network of retail and refueling stations in the western United States. The company also markets 
gasoline and diesel fuel to independent marketers and commercial end users. Its common stock trades on the NYSE 
under the symbol “TSO.” 

• Unum Group provides group disability and special risk insurance. The company provides disability insurance, group life 
insurance, and payroll-deducted voluntary benefits offered to employees at their worksites. Its common stock trades on 
the NYSE under the symbol “UNM.” 

• Urban Outfitters, Inc. operates retail stores and direct response, including a catalog and websites. The company's 
Urban Outfitters and Anthropologie retailers sell fashion apparel, accessories, and household and gift merchandise. The 
company also designs and markets young women's casual wear. Its common stock trades on the Nasdaq Global Select 
Market under the symbol “URBN.” 

• United Rentals, Inc., through its subsidiary, is an equipment rental company operating a network of locations in the 
United States and Canada. The company serves the construction industry, industrial and commercial concerns, 
homeowners, and other individuals. Its common stock trades on the NYSE under the symbol “URI.” 

• U.S. Bancorp is a financial services company that provides lending and depository services, cash management, foreign 
exchange and trust and investment management services. The company also provides credit card services, mortgage 
banking, insurance, brokerage, and leasing. Its common stock trades on the NYSE under the symbol “USB.” 

• Wells Fargo & Company is a financial services company providing banking, insurance, investments, mortgage, leasing, 
credit cards, and consumer finance. The company operates through physical stores, the internet and other distribution 
channels. Its common stock trades on the NYSE under the symbol “WFC.” 

• Zions Bancorporation is a bank holding company that operates full-service banking offices in western United States. 
The company also offers an array of investment, mortgage, insurance, and electronic commerce services. In addition, 
the company provides financing services for small businesses.  Its common stock trades on the Nasdaq Global Select 
Market under the symbol “ZION.” 
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Additional Information 
 
Please note that the selection of the Reference Stocks was based only on research views, based on information that was 
available through December 1, 2016.  There is no assurance that any particular company will be successful, or that the 
investment thesis underlying these research views will come to pass.  Moreover, the business, results of operations, and 
prospects of these companies and the growth and health of each issuer of the Reference Stocks are subject to conditions 
outside of the control of the Equity Research Department, such as general economic conditions. 

Additional information regarding RBCCM research analyst ratings is available at https://www.rbccm.com/equityresearch/cid-
203939.html.  Information on that website is not included or incorporated by reference in this document.  A rating is subject to 
downward revision at any time, and a broker-dealer may cease to cover a particular security at any time, including during the 
term of the Notes. 

Neither we nor our affiliates make any representation as to the future performance of any Reference Stock or the Basket.    

 
Hypothetical Performance of the Basket 
While actual historical information on the Basket will not exist before the Pricing Date, the following graph sets forth the 
hypothetical daily performance of the Basket from April 17, 2014 (the date on which the Reference Stock with the most limited 
trading history, Navient Corporation (“NAVI”), began trading) through December 1, 2016. The graph is based upon actual daily 
historical closing prices of the Reference Stocks and a hypothetical basket level of 100.00 as of April 17, 2014. This hypothetical 
data on the Basket is not necessarily indicative of the future performance of the Basket or what the value of the Notes may be. 
Any hypothetical upward or downward trend in the level of the Basket shown below is not an indication that the level of the 
Basket is more or less likely to increase or decrease at any time over the term of the Notes. 
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SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST) 
We expect that delivery of the Notes will be made against payment for the Notes on or about December 29, 2016, which is the 
third (3rd) business day following the Pricing Date (this settlement cycle being referred to as “T+3”). See “Plan of Distribution” in 
the prospectus dated January 8, 2016. For additional information as to the relationship between us and RBCCM, please see the 
section “Plan of Distribution - Conflicts of Interest” in the prospectus dated January 8, 2016. 

The value of the Notes shown on your account statement may be based on RBCCM’s estimate of the value of the Notes if 
RBCCM or another of our affiliates were to make a market in the Notes (which it is not obligated to do). That estimate will be 
based upon the price that RBCCM may pay for the Notes in light of then prevailing market conditions, our creditworthiness and 
transaction costs. For a period of approximately three months after the Issue Date of the Notes, the value of the Notes that may 
be shown on your account statement is expected to be higher than RBCCM’s estimated value of the Notes at that time. This is 
because the estimated value of the Notes will not include the underwriting discount and our hedging costs and profits; however, 
the value of the Notes shown on your account statement during that period is initially expected to be a higher amount, reflecting 
the addition of RBCCM’s underwriting discount and our estimated costs and profits from hedging the Notes. This excess is 
expected to decrease over time until the end of this period. After this period, if RBCCM repurchases your Notes, it expects to do 
so at prices that reflect their estimated value. 

STRUCTURING THE NOTES 
The Notes are our debt securities, the return on which is linked to the performance of the Reference Stocks. As is the case for 
all of our debt securities, including our structured notes, the economic terms of the Notes reflect our actual or perceived 
creditworthiness at the time of pricing. In addition, because structured notes result in increased operational, funding and liability 
management costs to us, we typically borrow the funds under these Notes at a rate that is more favorable to us than the rate 
that we might pay for a conventional fixed or floating rate debt security of comparable maturity. Using this relatively lower implied 
borrowing rate rather than the secondary market rate, is a factor that is likely to reduce the initial estimated value of the Notes at 
the time their terms are set. Unlike the estimated value included in this terms supplement or in the final pricing supplement, any 
value of the Notes determined for purposes of a secondary market transaction may be based on a different funding rate, which 
may result in a lower value for the Notes than if our initial internal funding rate were used. 

In order to satisfy our payment obligations under the Notes, we may choose to enter into certain hedging arrangements (which 
may include call options, put options, other derivatives or trading in shares of any Reference Stock) on the issue date with 
RBCCM, one of our other subsidiaries or any third-party hedge provider. The terms of these hedging arrangements take into 
account a number of factors, including our creditworthiness, interest rate movements, the volatility of the Reference Stocks, and 
the tenor of the Notes. The economic terms of the Notes and their initial estimated value depend in part on the terms of these 
hedging arrangements.   

The lower implied borrowing rate is a factor that reduces the economic terms of the Notes to you. The initial offering price of the 
Notes also reflects the underwriting commission and our estimated hedging costs. These factors result in the initial estimated 
value for the Notes on the Pricing Date being less than their public offering price. See “Selected Risk Considerations—The Initial 
Estimated Value of the Notes Will Be Less than the Price to the Public” above.  
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SUPPLEMENTAL DISCUSSION OF  
U.S. FEDERAL INCOME TAX CONSEQUENCES 

The following is a general description of the material U.S. tax considerations relating to the Notes. It does not purport to be a 
complete analysis of all tax considerations relating to the Notes. Prospective purchasers of the Notes should consult their tax 
advisors as to the consequences under the tax laws of the country of which they are resident for tax purposes and the tax laws 
of the U.S. of acquiring, holding and disposing of the Notes and receiving payments under the Notes. This summary is based 
upon the law as in effect on the date of this document and is subject to any change in law that may take effect after such date. 

The following section supplements the discussion of U.S. federal income taxation in the accompanying prospectus and 
prospectus supplement and it supersedes the discussion of U.S. federal income taxation in the accompany product prospectus 
supplement. It applies only to those holders who are not excluded from the discussion of U.S. federal income taxation in the 
accompanying prospectus. This discussion applies only to U.S. holders and non-U.S. holders that will purchase the Notes upon 
original issuance and will hold the Notes as capital assets for U.S. federal income tax purposes.  In addition, the discussion 
below assumes that an investor in the Notes will be subject to a significant risk that it will lose a significant amount of its 
investment in the Notes. 

You should consult your tax advisor concerning the U.S. federal income tax and other tax consequences of your investment in 
the Notes in your particular circumstances, including the application of state, local or other tax laws and the possible effects of 
changes in federal or other tax laws. 

NO STATUTORY, JUDICIAL OR ADMINISTRATIVE AUTHORITY DIRECTLY DISCUSSES HOW THE NOTES SHOULD BE 
TREATED FOR U.S. FEDERAL INCOME TAX PURPOSES. AS A RESULT, THE U.S. FEDERAL INCOME TAX 
CONSEQUENCES OF AN INVESTMENT IN THE NOTES ARE UNCERTAIN. BECAUSE OF THE UNCERTAINTY, YOU 
SHOULD CONSULT YOUR TAX ADVISOR IN DETERMINING THE U.S. FEDERAL INCOME TAX AND OTHER TAX 
CONSEQUENCES OF YOUR INVESTMENT IN THE NOTES, INCLUDING THE APPLICATION OF STATE, LOCAL OR 
OTHER TAX LAWS AND THE POSSIBLE EFFECTS OF CHANGES IN FEDERAL OR OTHER TAX LAWS. 

We will not attempt to ascertain whether any of the entities whose stock is included in the Basket would be treated as a “passive 
foreign investment company” within the meaning of Section 1297 of the Code, or a “U.S. real property holding corporation,” 
within the meaning of Section 897 of the Code. If any of the entities whose stock is included in the Basket were so treated, 
certain adverse U.S. federal income tax consequences could possibly apply to a holder. You should refer to any available 
information filed with the SEC and other authorities by the entities whose stock is included in the Basket and consult your tax 
advisor regarding the possible consequences to you in this regard, if any. 

In the opinion of our counsel, Morrison & Foerster LLP, it would generally be reasonable to treat a note with terms described in 
this document as a pre-paid cash-settled contingent income-bearing derivative contract linked to the Basket for U.S. federal 
income tax purposes, and the terms of the Notes require a holder and us (in the absence of a change in law or an administrative 
or judicial ruling to the contrary) to treat the Notes for all tax purposes in accordance with such characterization. In addition, we 
intend to treat the contingent coupons as U.S. source income for U.S. federal income tax purposes.  The following discussion 
assumes that the treatment described in this paragraph is proper and will be respected. 

Although the U.S. federal income tax treatment of the contingent quarterly coupon is uncertain, we intend to take the position, 
and the following discussion assumes, that such contingent quarterly coupon (including any contingent quarterly coupon paid on 
or with respect to the maturity date) constitutes taxable ordinary income to a U.S. holder at the time received or accrued in 
accordance with the holder’s regular method of tax accounting. If the Notes are so treated, a U.S. holder should generally 
recognize capital gain or loss upon the sale or maturity of the Notes in an amount equal to the difference between the cash 
amount a holder receives at such time (other than amounts properly attributable to any contingent quarterly coupon, which 
would be taxed, as described above, as ordinary income) and the holder’s tax basis in the Notes.  In general, a U.S. holder’s tax 
basis in the Notes will be equal to the price the holder paid for the Notes.  Capital gain recognized by an individual U.S. holder is 
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generally taxed at preferential rates where the property is held for more than one year and is generally taxed at ordinary income 
rates where the property is held for one year or less.  The ordinary income treatment of the contingent quarterly coupons, in 
conjunction with the capital loss treatment of any loss recognized upon the sale, exchange or maturity of the Notes, could result 
in adverse tax consequences to a holder because the deductibility of capital losses is subject to limitations.   

While the matter is not entirely clear, to the extent a Reference Stocks is the type of financial asset described under Section 
1260 of the Code (including, among others, any equity interest in pass-thru entities such as regulated investment companies 
(including certain exchange traded funds), real estate investment trusts, partnerships, trusts and passive foreign investment 
companies), an investment in the Notes will likely, in whole or in part, be treated as a “constructive ownership transaction” to 
which Section 1260 of the Code applies. If Section 1260 of the Code applies, all or a portion of any long-term capital gain 
recognized by a U.S. holder in respect of the Notes will be recharacterized as ordinary income (the “Excess Gain”). In addition, 
an interest charge will also apply to any deemed underpayment of tax in respect of any Excess Gain to the extent such gain 
would have resulted in gross income inclusion for the U.S. holder in taxable years prior to the taxable year of the sale, exchange 
or maturity (assuming such income accrued at a constant rate equal to the applicable federal rate as of the date of sale, 
exchange or maturity). If an investment in the Notes is treated as a constructive ownership transaction, it is not clear how the net 
underlying long-term capital gain would be computed and to what extent any long-term capital gain of a United States holder in 
respect of the Notes will be recharacterized as ordinary income. Unless otherwise established by clear and convincing evidence, 
the net underlying long-term capital gain is treated as zero. U.S. holders should consult their tax advisors regarding the potential 
application of Section 1260 of the Code to an investment in the Notes. 

Alternative Treatments.  Alternative tax treatments of the Notes are also possible and the Internal Revenue Service might assert 
that a treatment other than that described above is more appropriate. For example, it is possible to treat the Notes, and the 
Internal Revenue Service might assert that the Notes should be treated, as a single debt instrument.  Because the Notes have a 
term that exceeds one year, such debt instrument would be subject to the special tax rules governing contingent payment debt 
instruments. If the Notes are so treated, a holder would generally be required to accrue interest income over the term of the 
securities based upon the yield at which we would issue a non-contingent fixed-rate debt instrument with other terms and 
conditions similar to the Notes. In addition, any gain a holder might recognize upon the sale or maturity of the Notes would be 
ordinary income and any loss recognized by a holder at such time would generally be ordinary loss to the extent of interest that 
same holder included in income in the current or previous taxable years in respect of the Notes, and thereafter, would be capital 
loss. 

Because of the absence of authority regarding the appropriate tax characterization of the Notes, it is also possible that the 
Internal Revenue Service could seek to characterize the Notes in a manner that results in other tax consequences that are 
different from those described above.  For example, the Internal Revenue Service could possibly assert that any gain or loss that 
a holder may recognize upon the sale or maturity of the Notes should be treated as ordinary gain or loss. 

The Internal Revenue Service has released a notice that may affect the taxation of holders of the Notes.  According to the 
notice, the Internal Revenue Service and the U.S. Treasury Department are actively considering whether the holder of an 
instrument such as the Notes should be required to accrue ordinary income on a current basis irrespective of any contingent 
quarterly coupons. It is not possible to determine what guidance they will ultimately issue, if any.  It is possible, however, that 
under such guidance, holders of the Notes will ultimately be required to accrue income currently irrespective of any contingent 
quarterly coupons and this could be applied on a retroactive basis.  The Internal Revenue Service and the U.S. Treasury 
Department are also considering other relevant issues, including whether additional gain or loss from such instruments should 
be treated as ordinary or capital and whether the special “constructive ownership rules” of Section 1260 of the Code, which very 
generally can operate to recharacterize certain long-term capital gains as ordinary income and impose an interest charge, might 
be applied to such instruments.  Holders are urged to consult their tax advisors concerning the significance, and the potential 
impact, of the above considerations.  We intend to treat the Notes for U.S. federal income tax purposes in accordance with the 
treatment described in this document unless and until such time as the U.S. Treasury Department and Internal Revenue Service 
determine that some other treatment is more appropriate. 
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Backup Withholding and Information Reporting.  Payments made with respect to the Notes and proceeds from the sale or 
exchange of the Notes may be subject to a backup withholding tax unless, in general, the holder complies with certain 
procedures or is an exempt recipient. Any amounts so withheld generally will be refunded by the Internal Revenue Service or 
allowed as a credit against the holder's U.S. federal income tax liability, provided the holder makes a timely filing of an 
appropriate tax return or refund claim to the Internal Revenue Service. 

Reports will be made to the Internal Revenue Service and to holders that are not excepted from the reporting requirements. 

Non-U.S. holders.  The following discussion applies to non-U.S. holders of the Notes. A non-U.S. holder is a beneficial owner of 
a Note that, for U.S. federal income tax purposes, is a non-resident alien individual, a foreign corporation, or a foreign estate or 
trust. 

While the U.S. federal income tax treatment of the Notes (including proper characterization of the contingent quarterly coupons 
for U.S. federal income tax purposes) is uncertain, U.S. federal income tax at a 30% rate (or at a lower rate under an applicable 
income tax treaty) will be withheld in respect of the contingent quarterly coupons paid to a non-U.S. holder unless such 
payments are effectively connected with the conduct by the non-U.S. holder of a trade or business in the U.S. (in which case, to 
avoid withholding, the non-U.S. holder will be required to provide a Form W-8ECI). We will not pay any additional amounts in 
respect of such withholding. To claim benefits under an income tax treaty, a non-U.S. holder must obtain a taxpayer 
identification number and certify as to its eligibility under the appropriate treaty’s limitations on benefits article, if applicable 
(which certification may generally be made on a Form W-8BEN or W-8BEN-E, or a substitute or successor form).  In addition, 
special rules may apply to claims for treaty benefits made by corporate non-U.S. holders.  A non-U.S. holder that is eligible for a 
reduced rate of U.S. federal withholding tax pursuant to an income tax treaty may obtain a refund of any excess amounts 
withheld by filing an appropriate claim for refund with the Internal Revenue Service.  The availability of a lower rate of 
withholding or an exemption from withholding under an applicable income tax treaty will depend on the proper characterization 
of the contingent monthly coupons under U.S. federal income tax laws and whether such treaty rate or exemption applies to 
such contingent monthly coupon payments.  No assurance can be provided on the proper characterization of the contingent 
quarterly coupons for U.S. federal income tax purposes and, accordingly, no assurance can be provided on the availability of 
benefits under any income tax treaty.  Non-U.S. holders should consult their tax advisors in this regard.  

Except as discussed below, a  non-U.S. holder will generally not be subject to U.S. federal income or withholding tax on any 
gain (not including, for the avoidance of doubt, any amounts properly attributable to any contingent quarterly coupon which 
would be subject to the rules discussed in the previous paragraph) upon the sale or maturity of the Notes, provided that (i) the 
holder complies with any applicable certification requirements (which certification may generally be made on a Form W-8BEN or 
W-8BEN-E, or a substitute or successor form), (ii) the payment is not effectively connected with the conduct by the holder of a 
U.S. trade or business, and (iii) if the holder is a non-resident alien individual, such holder is not present in the U.S. for 183 days 
or more during the taxable year of the sale or maturity of the Notes.  In the case of (ii) above, the holder generally would be 
subject to U.S. federal income tax with respect to any income or gain in the same manner as if the holder were a U.S. holder 
and, in the case of a holder that is a corporation, the holder may also be subject to a branch profits tax equal to 30% (or such 
lower rate provided by an applicable U.S. income tax treaty) of a portion of its earnings and profits for the taxable year that are 
effectively connected with its conduct of a trade or business in the U.S., subject to certain adjustments. Payments made to a 
non-U.S. holder may be subject to information reporting and to backup withholding unless the holder complies with applicable 
certification and identification requirements as to its foreign status.  

A “dividend equivalent” payment is treated as a dividend from sources within the U.S. and such payments generally would be 
subject to a 30% U.S. withholding tax if paid to a non-U.S. holder.  Under U.S. Treasury Department regulations, payments 
(including deemed payments) with respect to equity-linked instruments (“ELIs”) that are “specified ELIs” may be treated as 
dividend equivalents if such specified ELIs reference an interest in an “underlying security,” which is generally any interest in an 
entity taxable as a corporation for U.S. federal income tax purposes if a payment with respect to such interest could give rise to 
a U.S. source dividend.  However, withholding on “dividend equivalent” payments, if any, will not apply to securities issued 
before January 1, 2017. If any payments are treated as dividend equivalents subject to withholding, we (or the applicable paying 
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agent) would be entitled to withhold taxes without being required to pay any additional amounts with respect to amounts so 
withheld. 

As discussed above, alternative characterizations of the Notes for U.S. federal income tax purposes are possible.  Should an 
alternative characterization, by reason of change or clarification of the law, by regulation or otherwise, cause payments as to the 
Notes to become subject to withholding tax in addition to the withholding tax described above, we will withhold tax at the 
applicable statutory rate. The Internal Revenue Service has also indicated that it is considering whether income in respect of 
instruments such as the Notes should be subject to withholding tax. We will not be required to pay any additional amounts in 
respect of such withholding. Prospective investors should consult their own tax advisors in this regard. 

Foreign Account Tax Compliance Act. The Foreign Account Tax Compliance Act (“FATCA”), imposes a 30% U.S. withholding 
tax on certain U.S. source payments of interest (and OID), dividends, or other fixed or determinable annual or periodical gain, 
profits, and income, and on the gross proceeds from a disposition of property (including payments at maturity, or upon a 
redemption or sale) of a type which can produce U.S. source interest or dividends (“withholdable payments”), if paid to a foreign 
financial institution (including amounts paid to a foreign financial institution on your behalf) unless such institution enters into an 
agreement with the U.S. Treasury Department to collect and provide to the U.S. Treasury Department certain information 
regarding U.S. account holders, including certain account holders that are foreign entities with U.S. owners, with such institution 
or otherwise complies with FATCA.  In addition, the Notes may constitute a “financial account” for these purposes and thus, be 
subject to information reporting requirements pursuant to FATCA.  The legislation also generally imposes a withholding tax of 
30% on withholdable payments made to a non-financial foreign entity, unless that entity provides the withholding agent with a 
certification that it does not have any substantial U.S. owners or a certification identifying the direct and indirect substantial U.S. 
owners of the entity. 

The U.S. Treasury Department and the IRS have announced that withholding on payments of gross proceeds from a sale or 
redemption of the Notes will only apply to payments made after December 31, 2018.  We will not pay additional amounts with 
respect to any FATCA withholding.  Therefore, if such withholding applies, any payments on the Notes will be significantly less 
than what you would have otherwise received.  Depending on your circumstances, these amounts withheld may be creditable or 
refundable to you.  Foreign financial institutions and non-financial foreign entities located in jurisdictions that have an 
intergovernmental agreement with the United States governing FATCA may be subject to different rules.  You are urged to 
consult with your own tax advisor regarding the possible implications of FATCA on your investment in the Notes. 
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