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 • Macro Strategy—While markets continue to be distracted by trade tensions, the 
deflationary shock the Federal Reserve (Fed) inflicted on the global economy in 
2018 continues to work its way through global cash flows. Inflation and inflation 
expectations are falling around the world, while businesses report declining pricing 
power and revenue growth. Signs of weakening consumer-income growth are the last 
step on the road to recession. These are all signs of overly-tight monetary policy. 

 • Global Market View—As we move into the second half of 2019, healthcare has so 
far been the trailing sector across the major equity benchmarks. But for small drug 
makers in particular, we see an emerging range of new therapeutic approaches that 
are likely to support market share and pricing power over the years ahead. 

 • Thought of the Week—Since the passage of tax reform, U.S. multinationals have 
repatriated almost $900 billion of their global earnings, which has helped increase 
shareholder returns and boost capital investment in the U.S. Although repatriations are 
likely to come in much weaker this year versus 2018, they should remain above historical 
averages and continue to support equity returns over the balance of the year. 

 • Portfolio Considerations—We remain overweight equities relative to fixed income 
and continue to emphasize the U.S. over the rest of the world. We also prefer shorter 
dated yields in fixed income, investment-grade credit relative to high yield, and we 
believe that the overall level of yields has bottomed in the short term. 

MACRO STRATEGY

Flirting with Disaster

Chief Investment Office Macro Strategy Team

Economic data have generally disappointed since our May 2019 Capital Market Outlook, 
The Case for a Fed Rate Cut. These include U.S. and global manufacturing surveys, 
uncertainty, the Conference Board index of leading indicators, international trade, 
Eurozone sentiment indicators, as well as base- metal prices. The loss of U.S. and global 
growth momentum this year is not surprising given the sharp deceleration in money 
supply since early 2018, the strong dollar, and drop in business pricing power and 
consumer inflation expectations, all symptoms of a tight Fed monetary policy. 

http://www.sipc.org/
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This disappointing mix of softening growth and inflation pressures has started to reduce 
revenue and profit growth estimates and to stifle business investment, labor income and 
consumer spending growth. Not surprisingly in this context, the yield curve has become 
increasingly inverted, consistent with a weaker-than-expected nominal gross domestic 
product (GDP) growth environment in 2019—likely averaging below the 5% threshold 
we believe is necessary to service the debt in the economy and allow for growth at 
potential—and heightened risk of a premature recession. 

As a result, the case for the Fed cutting interest rates has strengthened over the past 
two months and has become widely recognized. Expectations for Fed action are greater 
now than was apparent earlier this year, when policymakers missed the opportunity for 
a prudent and preemptive minor policy adjustment. While self-correcting forces signal 
that a stabilization in global manufacturing is underway, further Fed equivocation creates 
downside risks to the U.S. and global economy. 

Indeed, U.S. employment growth indicators are still strong, but they are lagging 
indicators, not leading indicators: They respond to past strength in the economy rather 
than reflecting a positive growth outlook. The large drop in mortgage rates since the 
Fed’s recent dovish turn has spurred refinancing activity and a jump in the University 
of Michigan’s home-buying sentiment index to a one-year high, but housing activity 
remains soft and appears poised to only grind higher given still-depressed home-buying 
sentiment (Exhibit 1) and signals for softening labor-income growth in coming months, 
as discussed below. For now, building permits, which are a leading indicator, hardly point 
to a construction boom, with an ongoing shortage of skilled workers and building lots as 
well as high construction costs also pointing to sustained constraints on housing activity 
ahead, in our view. 

Exhibit 1: Housing Likely to Restrain Consumer Spending. 
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* z-score: is the number of standard deviations from the mean a data point is. 
Sources: University of Michigan, Bureau of Economic Analysis/Haver Anaytics. Data as of  June 27, 2019. 

While we still expect the Institute for Supply Management (ISM) manufacturing index to 
bottom soon and at a higher level than in the 2011–2012 and 2014–2015 manufacturing 
slowdowns because of pro-growth U.S. fiscal policies, we now don’t see it exceeding its 
long-term average in the second half, consistent with only modest manufacturing activity 
expansion. The downward revision to our manufacturing outlook is due to soft housing 
and the current dollar strength, as well as to ongoing weakness in global manufacturing 
conditions. This is especially true in Europe, where Germany has surprised to the downside 
this year. While Eurozone manufacturing activity has undershot domestic-demand growth, 
which is typically a signal for a strengthening manufacturing outlook, leading indicators now 
point to slowing domestic demand ahead. For example, German manufacturing orders signal 
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further, albeit smaller, declines in manufacturing production into the Fall, and other incoming 
Eurozone data suggest a significant weakening of business equipment investment growth to 
about 0% this year, residential investment growth slowing to just about 2.5% and consumer 
spending growth likely stable at about 1.0%. As a result, only a protracted stabilization period 
and gradual/weak pickup in the Eurozone Purchasing Managers Index (PMI) to 52 or 53 by 
mid-2020 is now expected, consistent with tepid manufacturing growth and a soft global 
capital expenditures (capex) outlook. 

The U.S. consumer sector has remained the bright spot in the economy, helping 
mitigate headwinds from the trade war and the global manufacturing and trade slump. 
With jobs plentiful and incomes rising, consumer confidence has remained high, and 
incoming data suggest a strong second-quarter real spending rebound to an almost 4% 
annualized quarterly gain from the disappointing 0.9% pace of the first quarter, when the 
government shutdown, the stock-market rout in December, fears of a monetary-policy 
mistake, and growing concerns about a trade war all hurt spending. 

Still, we believe that even in this sector, there are reasons to be concerned because of 
signs that the lagged effects of a tight Fed are starting to dampen the consumer income 
and spending growth outlook as well. First, absent a big upside housing-sector surprise, 
modest home sales activity is likely to rein in consumer spending. Second, in our view, 
high uncertainty, weak business pricing power, low single-digit corporate-revenue growth 
this year, and the big June drop in the Conference Board consumer expectations survey 
suggest that labor income and real consumer spending are poised to soften in coming 
months. Essentially, the Fed’s deflationary shock has been spreading through all the 
cash flows in the economy: spending, revenues and incomes included. For example, 
leading indicators of labor-income growth suggest that year-over-year aggregate 
payroll index growth may drop from over 6% in January 2019 and 4.4% in June to about 
3.70% by October, which would take more steam out of the economy and keep inflation 
pressures to the downside. Leading indicators of consumer-spending growth point to a 
deceleration from 2.7% year-over-year growth in May to just around 2% by October. 

Monetary policy affects the economy with a lag, so the Fed should cut rates soon to 
prevent a deepening economic problem, possibly even a recession. Because of the 
damage already done, financial markets are now pricing in up to three rate cuts by the 
end of January 2020. Notwithstanding growing negative risks to the outlook and the 
perceived need for significant Fed rate cuts (as reflected in the inverted yield curve), 
markets have remained calm. In our view, financial markets appear to believe that the 
Fed won’t kill the expansion in the absence of an inflation problem and that there’s still 
time to save the expansion with rate cuts. Well-behaved credit spreads and resilient 
equities may also reflect the strong productivity gains over the past year, which have 
kept unit labor costs contained despite the tight labor market. This has helped keep 
margins high, which tends to correspond with low credit spreads. While margin pressures 
are unlikely to increase substantially given our positive productivity growth and contained 
wage growth outlook, weaker corporate revenue growth than our 4.5% estimate for 
2019 would undermine margins, possibly causing credit spreads to turn up on a dime, as 
they typically do when margins come under pressure, usually in recessions. 

The symptoms of a tight Fed policy are thus clear: decelerating money-supply growth, 
depressed housing activity, and a softening nominal-growth environment. Import prices 
and base-metal prices have declined, and inflation expectations and interest rates around 
the globe are notably surprising to the downside. The economic expansion doesn’t 
have to end just because it is now the longest in U.S. history. However, interest rates 
clearly need to be lowered at the front end to steepen the yield curve consistent with a 
healthier nominal GDP growth outlook. Early signs of self-adjustment—including positive 
signals from Organisation for Economic Co-Operation and Development (OECD) leading 
indicators for a softening dollar and a stabilization in manufacturing sentiment surveys 
both in the U.S. and globally—are welcome but insufficient. The yield curve suggests 
that the expansion cannot sustain current money-market interest rates. 
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GLOBAL MARKET VIEW

Biotechnology Innovation: A Growth Driver for the  
Healthcare Sector

Ehiwario Efeyini, Senior Vice President and Senior Market Strategy Analyst

As we move into the second half of 2019, healthcare has so far been the trailing 
sector across the major equity benchmarks. Within the healthcare sector, large-cap 
pharmaceuticals and biotechnology have lagged most other industries, weighing 
on aggregate returns. But their small-cap counterparts have by contrast been 
outperformers, leading all but information technology among the Global Industry 
Classification Standard level 1 groups. For small drug makers in particular, we see an 
emerging range of new therapeutic approaches that are likely to support market share 
and pricing power over the years ahead. Disease treatment techniques have traditionally 
been limited to prescribed medication, surgery and changes in behavioral habits. But 
advances in genomics and the falling cost of DNA sequencing are enabling new, more 
targeted approaches that potentially offer more effective means of treatment. 

The cost of genomic sequencing has collapsed over the past decade. Between the 
start of 2010 and the first quarter of this year, the sequencing cost for a human-sized 
genome fell by 97%, from $47,000 to just $1,300. But perhaps less widely appreciated 
has been the accompanying surge in sequencing activity. Over the same period, the total 
number of sequencing projects catalogued by the National Institutes of Health Center 
for Biotechnology Information has multiplied from 57 million to 945 million (Exhibit 2). 
However with many fewer human genomes estimated to have been sequenced, primarily 
in laboratories as part of scientific research projects rather than in hospitals, we are yet 
to see the full economic impact of next-generation genomics on the healthcare sector 
and others, which McKinsey has estimated could be worth as much as $0.7-$1.6 trillion 
annually by 2025. 

Exhibit 2: The Falling Cost of Gene Sequencing Is Enabling New Treatment 
Techniques. 
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The biggest implications are likely to be for drug discovery, particularly in areas such as 
cancer treatment where genetic variation plays a major role. A lower cost of sequencing 
should allow research scientists to produce larger sets of data on specific genetic mutations 
which can then be matched against observable symptoms to develop targeted treatments. 
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This represents a far more efficient approach to drug development than the traditional trial 
and error testing widely practiced now, and a much firmer basis for diagnosis than simply 
which part of the body is affected and how far the disease has spread.

The drug approval process should receive a further tailwind from elements of the 
regulatory environment. In particular, the U.S. Food and Drug Administration (FDA) 
“breakthrough therapy” designation was established in 2012 to accelerate approvals 
for new drugs designed to treat severe clinical conditions, and a rising number of drug 
treatments has been approved under this designation since its inception. As of last year, 
a total of 132 drugs awarded the breakthrough therapy designation had been approved 
by the FDA, of which 76 (58% of the total) were cancer treatments. The rest were 
targeting infectious disease, inherited disorders and other chronic conditions (Exhibit 3).

Exhibit 3: Drug Treatments Approved by FDA Under Breakthrough Therapy 
Designation. 
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At the same time, biotechnology firms are developing a new range of gene-linked 
biopharmaceutical techniques that also aim to reverse or reduce the risk of chronic, 
infectious and inherited disease. 

Immunotherapy describes a class of treatments primarily aimed at cancers that act 
through enhancements to the patient’s immune system. In the past, these have been 
limited to drugs known as checkpoint inhibitors, which improve the capacity of the 
immune system to recognize and eliminate cancer cells. But more recently, the ability 
to sequence tumor and immune cells at lower cost has assisted the development of a 
new group of better-performing immunotherapy approaches that rely on the infusion of 
immune system cells into the patient. In particular, so called CAR-T therapies extract the 
patient’s own immune system T-cells, re-engineer them to more effectively attack the 
tumor, and then re-introduce them by injection. The FDA delivered its first ever CAR-T 
approval in 2017, and though this technique has so far proved most capable in tackling 
blood and bone marrow cancers, ongoing research may allow similar techniques to 
deliver comparable results for solid tumors in the future.

Gene therapies by comparison target a wider range of conditions, aimed primarily at 
correcting inherited disorders but also at reducing the risk of other chronic illnesses. 
They typically act in one of two ways. Gene augmentation therapy adds DNA to mutated 
cells in order to restore lost genetic function, while gene inhibition therapy introduces 
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DNA that aims to suppress the growth of disease-related cells. In the case of inherited 
diseases, a single genetic mutation may be the primary cause of the disorder. While in 
the case of other chronic diseases, patient risk can be influenced by multiple genes as 
well as environmental factors that can have varying effects across individuals. A gene 
therapy for the treatment of spinal muscular atrophy was approved by the FDA this past 
May, with the agency stating earlier in the year that it expects to be approving 10 to 20 
annually by 2025. 

At an even earlier stage of development are gene editing techniques—treatment 
methods which aim to correct gene-related disorders more precisely than augmentation 
or inhibition therapies. Three main methods have been developed, each of which acts 
by directing enzymes to target specific DNA sequences in order to delete disease-
causing mutations. The latest technique, known as CRISPR/Cas9, currently shows the 
most promise and is the least expensive and easiest to apply. Gene editing has already 
been used in the modification of plant and animal genomes, with future applications of 
the technique potentially including the improvement in crop yields and the development 
of more efficient biofuels. In healthcare, researchers in China have conducted several 
human trials to treat a range of conditions including HIV and lung cancer. While in the 
U.S., the National Institutes of Health has given its approval to a group of doctors at 
the University of Pennsylvania to test CRISPR in the editing of human T-cells for use in 
immunotherapy. The first trial took place earlier this year. 

In each of these cases, the key to more widespread clinical adoption will be reducing 
cost, improving efficacy and limiting side effects, and we expect these new areas of 
innovation to be a source of growth for the healthcare sector over the coming years. 
This comes on top of the underlying tailwind of a broadening global patient pool as an 
additional 170 million people reach retirement age by 2025, a further 315 million by 
2030 and close to 900 million by 2050 on United Nations demographic projections. For 
investors, downward pricing pressure remains a risk as more treatments come to the 
market, and as payers and politicians express concern over high reimbursement rates. But 
small and mid-cap firms at the leading edge of innovations in gene therapy, gene editing 
and immunotherapy should likely stand to gain from new FDA approvals and as potential 
targets for acquisitions. Larger pharmaceuticals and biotech firms that can expand their 
pipelines through takeovers or licensing agreements with developers of differentiated 
treatments may also stand to be beneficiaries. Indeed over recent years a number of major 
funding deals and acquisitions have taken place between large-cap biotech leaders and 
smaller-cap biotechnology firms specializing in gene therapy and immunotherapy. And with 
the pharmaceuticals and biotechnology industry groups within the S&P 500 accounting for 
close to 50% of total healthcare sector market capitalization, ongoing advances in disease 
treatment and continuing interest from major drug makers that can bring these new 
treatments to market should act as a tailwind for the sector as a whole.

THOUGHT OF THE WEEK

Repatriation Update: $900 Billion of Foreign Earnings Returns  
to U.S.

Kathryn A. Cassavell, CFA®, Vice President and Market Strategy Analyst

Last year, U.S. firms made a record amount of profits overseas, raking in some $531 
billion, a 13% jump from the prior year. U.S. companies can either reinvest these 
earnings into their foreign affiliates or repatriate profits to the parent company back in 
the U.S. Prior to the 2017 Tax Cuts and Jobs Act, it was unfavorable for companies to 
do the latter—repatriate profits—as they would be forced to pay a high U.S. corporate 
tax rate on all earnings brought back to U.S. soil. As a result, companies opted to shelter 
profits abroad, leaving roughly $3 trillion of funds stockpiled overseas by 2017. 

Chartered Financial Analyst® and CFA® are registered trademarks owned by CFA Institute.
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After the 2017 tax act reduced the rate corporations had to pay to repatriate prior 
earnings, U.S. multinationals began to send a large share of profits back to the U.S., giving 
them access to capital which could be utilized to increase shareholder returns and boost 
productivity in the U.S. Last year, a record $777 billion was repatriated, roughly in line with 
our forecasts,1 and leaving equity investors wondering just how much fuel is left for 2019.

Recently released balance-of-payments data gives us some clue into the pace of 
repatriations for 2019. In the first quarter, foreign affiliates repatriated an additional 
$100 billion, more than double the amount that was reinvested abroad (Exhibit 4). While 
this is a slower pace than what we saw last year, it still represents a significant amount 
of cash, well in excess of the ~$40 billion quarterly average in the years leading up to tax 
reform. It is also bullish for equity markets, with corporate buybacks and dividends rising 
to a record $1.26 trillion in 2018. So far this year, S&P 500 buybacks and dividends are 
tracking at a slightly faster pace than last year. Some other cited uses for the newly 
repatriated cash include reducing corporate debt, mergers and acquisitions (M&A), 
investing in capex, among others.2 Although repatriations are likely to come in much 
weaker this year versus 2018, they should remain above historical averages and continue 
to support equity returns over the balance of the year.

Exhibit 4: Homecoming for U.S. Corporate Profits.
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1 See Capital Market Outlook January 22, 2018. 
2 According to Strategas’ analysis of “S&P 500 Companies’ Repatriation Plan Announcements & Comments, 2018.”
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MARKETS IN REVIEW

Asset Class Weightings (as of 6/4/19)
Under-
weight Neutral Over-

weight

Global Equities

U.S. Large Cap Growth

U.S. Large Cap Value

U.S. Small Cap Growth

U.S. Small Cap Value

International Developed

Emerging Markets

Global Fixed Income

U.S. Governments

U.S. Mortgages

U.S. Corporates

High Yield

U.S. Investment Grade Tax Exempt

U.S. High Yield Tax Exempt

International Fixed Income

Alternative Investments* see CIO Asset Class Views

Hedge Funds

Private Equity

Real Assets

Cash

*  Many products that pursue Alternative Investment strategies, 
specifically Private Equity and Hedge Funds, are available only to pre-
qualified clients.

Fixed Income1 
Total Return in USD (%)

Current WTD MTD YTD
Corporate & Government 2.48 -0.2 -0.2 6.7
Agencies 2.16 -0.2 -0.2 3.9
Municipals 2.03 0.1 0.1 5.2
U.S. Investment Grade Credit 2.55 -0.1 -0.1 6.0
International 3.20 -0.1 -0.1 9.8
High Yield 5.84 0.3 0.3 10.2

Current
Prior  

Week End
Prior  

Month End
2018 

Year End
90 Day Yield 2.06 2.04 2.04 2.36
2 Year Yield 1.86 1.75 1.75 2.49
10 Year Yield 2.03 2.01 2.01 2.68
30 Year Yield 2.54 2.53 2.53 3.01

Commodities & Currencies
Total Return in USD (%)

Commodities Current WTD MTD YTD
Bloomberg Commodity 166.74 -0.6 -0.6 4.4
WTI Crude $/Barrel2 57.51 -1.6 -1.6 26.6
Gold Spot $/Ounce2 1,399.25 -0.7 -0.7 9.1

Currencies Current
Prior  

Week End
Prior  

Month End
2018 

Year End
EUR/USD 1.12 1.14 1.14 1.15
USD/JPY 108.47 107.85 107.85 109.69
USD/CNH 6.90 6.87 6.87 6.87

S&P 500 Sector Returns

Energy
Industrials

Materials
Healthcare

Utilities
Financials

Consumer Discretionary
Consumer Staples

Information Technology
Real Estate

Communication Services

-0.9%
0.1%

0.5%
1.2%

1.7%
2.0%
2.1%

2.2%
2.3%
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2.8%
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Equities
Total Return in USD (%)

Current WTD MTD YTD
DJIA 26,922.12 1.3 1.3 16.9
NASDAQ 8,161.79 2.0 2.0 23.7
S&P 500 2,990.41 1.7 1.7 20.5
S&P 400 Mid Cap 1,965.95 1.1 1.1 19.2
Russell 2000 1,575.63 0.6 0.6 17.7
MSCI World 2,205.57 1.3 1.3 18.5
MSCI EAFE 1,932.13 0.5 0.5 14.6
MSCI Emerging Markets 1,059.93 0.7 0.7 11.3

Source: Bloomberg, Factset.Total Returns from the period of 7/1/19 to 7/5/19. Bloomberg Barclays Indices.1 Spot price returns.2 All data as of the 7/5/19 close.  
Past performance is no guarantee of future results. Please see the Index Definitions at the back of the document.

Economic and Market Forecasts (as of 7/5/19)
Q4 2018A Q1 2019A Q2 2019A Q3 2019E 2018A 2019E

Real global GDP (% y/y annualized) – – – – 3.6 3.3

Real U.S. GDP (% q/q annualized) 2.2 3.1 1.8* 1.2 2.9 2.4

CPI inflation (% y/y) 2.2 1.6 1.8* 1.7 2.4 1.7

Core CPI inflation (% y/y) 2.2 2.1 2.0* 2.2 2.1 2.1

Unemployment rate (%) 3.8 3.9 3.6 3.7 3.9 3.7

Fed funds rate, end period (%) 2.40 2.43 2.40 2.13 2.40 1.88

10-year Treasury, end period (%) 2.68 2.41 2.01 1.85 2.68 2.00

S&P 500 end period 2507 2834 2942 – 2507 2900

S&P earnings ($/share) 41 39* 42* 42 161.5 166

Euro/U.S. dollar, end period 1.15 1.12 1.14 1.14 1.15 1.17

U.S. dollar/Japanese yen, end period 110 111 108 105 110 101

Oil ($/barrel, avg. of period, WTI**) 59 55 60 56 65 56

The forecasts in the table above are the base line view from BofAML Global Research team. The Global Wealth & 
Investment Management (GWIM) Investment Strategy Committee (ISC) may make adjustments to this view over the 
course of the year and can express upside/downside to these forecasts. 
Past performance is no guarantee of future results. There can be no assurance that the forecasts will be 
achieved. Economic or financial forecasts are inherently limited and should not be relied on as indicators 
of future investment performance.
A = Actual. E/* = Estimate. S&P 500 represents a fair value estimate for 2019. **West Texas Intermediate
Sources: BofA Merrill Lynch Global Research; GWIM ISC as of July, 5 2019. 
BofA Merrill Lynch Global Research is research produced by BofA Securities, Inc. (“BofAS”) and/or one or more 
of its affiliates. BofAS is a registered broker-dealer, Member SIPC, and wholly owned subsidiary of Bank of 
America Corporation.



9 of 9 July 8, 2019 – Capital Market Outlook

Important Disclosures
This material was prepared by the Chief Investment Office (CIO) and is not a publication of BofA Merrill Lynch Global Research. The views expressed are those of the CIO only and are subject to 
change. This information should not be construed as investment advice. It is presented for information purposes only and is not intended to be either a specific offer by any Merrill or Bank of 
America entity to sell or provide, or a specific invitation for a consumer to apply for, any particular retail financial product or service that may be available.

Global Wealth & Investment Management (GWIM) is a division of Bank of America Corporation. The Chief Investment Office, which provides investment strategies, due diligence, portfolio 
construction guidance and wealth management solutions for GWIM clients, is part of the Investment Solutions Group (ISG) of GWIM.

Investing involves risk, including the possible loss of principal. No investment program is risk-free, and a systematic investing plan does not ensure a profit or protect against a loss in 
declining markets. Any investment plan should be subject to periodic review for changes in your individual circumstances, including changes in market conditions and your financial ability to 
continue purchases.

Economic or financial forecasts are inherently limited and should not be relied on as indicators of future investment performance.

It is not possible to invest directly in an index.

Asset allocation, diversification, dollar cost averaging and rebalancing do not ensure a profit or protect against loss in declining markets. Dollar cost averaging involves continual investment in 
securities regardless of fluctuating price levels; you should consider your willingness to continue purchasing during periods of high or low price levels.

Past performance is no guarantee of future results.

Merrill, Bank of America, their affiliates, and advisors do not provide legal, tax or accounting advice. You should consult your legal and/or tax advisors before making any 
financial decisions. 

Investments have varying degrees of risk. Some of the risks involved with equity securities include the possibility that the value of the stocks may fluctuate in response to events specific to 
the companies or markets, as well as economic, political or social events in the U.S. or abroad. Small cap and mid cap companies pose special risks, including possible illiquidity and greater price 
volatility than funds consisting of larger, more established companies.Investments in foreign securities involve special risks, including foreign currency risk and the possibility of substantial 
volatility due to adverse political, economic or other developments. These risks are magnified for investments made in emerging markets. Investments in a certain industry or sector may pose 
additional risk due to lack of diversification and sector concentration. There are special risks associated with an investment in commodities, including market price fluctuations, regulatory 
changes, interest rate changes, credit risk, economic changes and the impact of adverse political or financial factors. Investments in high-yield bonds (sometimes referred to as “junk bonds”) 
offer the potential for high current income and attractive total return, but involve certain risks. Changes in economic conditions or other circumstances may adversely affect a junk bond issuer’s 
ability to make principal and interest payments. 

Alternative investments such as derivatives, hedge funds, private equity funds, and funds of funds can result in higher return potential but also higher loss potential. Changes 
in economic conditions or other circumstances may adversely affect your investments. Before you invest in alternative investments, you should consider your overall financial 
situation, how much money you have to invest, your need for liquidity, and your tolerance for risk. Alternative investments are speculative and involve a high degree of risk.

Merrill Private Wealth Management is a division of MLPF&S that offers a broad array of personalized wealth management products and services. Both brokerage and investment advisory 
services (including financial planning) are offered by the Private Wealth Advisors through MLPF&S. The nature and degree of advice and assistance provided, the fees charged, and client rights 
and Merrill’s obligations will differ among these services. The banking, credit and trust services sold by Merrill’s Private Wealth Advisors are offered by licensed banks and trust companies, 
including Bank of America, N.A., Member FDIC, and other affiliated banks.
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Index Definitions
Securities indexes assume reinvestment of all distributions and interest payments. Indexes are unmanaged and do not take into account fees or expenses. It is not possible to 
invest directly in an index.
Indexes are all based in dollars.
S&P 500 Index includes a representative sample of 500 leading companies in leading industries of the U.S. economy. Although the index focuses on the large-cap segment of the market, 
with approximately 75% coverage of U.S. equities, it is also an ideal proxy for the total market. 
The Conference Board Leading Economic Index® are the key elements in an analytic system designed to signal peaks and troughs in the business cycle.
Institute of Supply Management is to aid the purchasing and supply management professions.
University of Michigan Consumer Sentiment Index is a consumer confidence index published monthly by the University of Michigan. Home Buyers Index is a subset of this index. Year-
Over-Year Aggregate Payroll Index is an aggregate of weekly hours and payrolls for all employees on private nonfarm payrolls by industry sector, seasonally adjusted.


