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The recent market volatility, which saw some of the largest daily and intra-day price 
swings in history, caught some investors by surprise.  While the declines were dramatic, 
we believe stocks were overdue for a pullback following the record gains we’ve seen 
through 2017 and into January of this year.  

In fact, if we look back over history, market pullbacks like these of five percent or more 
happen, on average, three times a year, and we hadn’t seen such a move since June of 
2016.  

While it’s normal to feel uneasy when the markets are this turbulent, there are a few 
points we think are important to keep in mind.  

First, we believe the main factors driving the volatility so far this year are primarily short-
term in nature.  In many cases, they represent the normal adjustments of a healthy and 
expanding global economy, including rising interest rates.  This recent pullback 
represents more of a technical correction in an otherwise broader long-term uptrend in 
the markets. What’s occurring today is a repricing of risk—forcing this correction to 
gather speed. Portfolios are being repositioned for this higher-volatility backdrop. It is 
not driven in a change to economic fundamentals in our view.  

Second, we think the positive backdrop for equities remains firmly in place.  Economic 
growth is strong, both in the U.S. and overseas.  Corporate profits are healthy and we’re 
expecting a 16 percent gain in earnings growth in the U.S.  Global financial conditions 
are favorable, consumer spending and business investment are strong, and we’re finally 
seeing rising wages here in the U.S. and in other economies around the world. 

Finally, we continue to believe that periods of volatility represent buying opportunities for 
investors, as many asset prices become more attractively valued.  We suggest viewing 
any continued pullbacks in the markets in this light.   

We believe investors who stay the course, don't over-react to daily volatility and 
maintain a long-term perspective are best positioned to capture new growth 
opportunities as they emerge.  It is time like these in which a diversified allocation 
across multiple assets classes can limit overall portfolio volatility the most.   

If you’re working with an advisor, now could be an ideal time to review your long term 
goals and make any adjustments to your investment strategy.   

 



IMPORTANT INFORMATION 
 
Information as of 2/08/2018 and subject to change.   
Investing involves risk, including possible loss of principal. Asset allocation, diversification and 
rebalancing do not ensure a profit or protect against loss in declining markets.  
 
This material does not take into account your particular investment objectives, financial situations or 
needs and is not intended as a recommendation, offer or solicitation for the purchase or sale of any 
security, financial instrument, or strategy. Before acting on any information in this material, you should 
consider whether it is suitable for your particular circumstances and, if necessary, seek professional 
advice. Any opinions expressed herein are given in good faith, are subject to change without notice, and 
are only correct as of the stated date of their issue.  
 
Equity securities are subject to stock market fluctuations that occur in response to economic and 
business developments. Investments focused in a certain industry may pose additional risks due to lack 
of diversification, industry volatility, economic turmoil, susceptibility to economic, political or regulatory 
risks and other sector concentration risks. Investing in fixed-income securities may involve certain risks, 
including the credit quality of individual issuers, possible prepayments, market or economic developments 
and yields and share price fluctuations due to changes in interest rates. When interest rates go up, bond 
prices typically drop, and vice versa.  
 
Merrill Lynch Wealth Management makes available products and services offered by Merrill Lynch, 
Pierce, Fenner & Smith Incorporated (MLPF&S) and other subsidiaries of Bank of America Corporation 
(BofA Corp.). Merrill Edge® is the marketing name for two businesses: Merrill Edge Advisory Center, 
which offers team-based advice and guidance brokerage services; and a self-directed online investing 
platform.   
 
Global Wealth & Investment Management is a division of Bank of America Corporation (“BofA Corp.”), 
Merrill Lynch Wealth Management, Merrill Edge®, U.S. Trust and Bank of America Merrill Lynch are 
affiliated sub-divisions within Global Wealth & Investment Management, Bank of America Merrill Lynch.  
 
The Private Banking and Investment Group 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 Group's Private Wealth Advisors through 
MLPF&S, a registered broker-dealer and registered investment adviser. The nature and degree of advice 
and assistance provided, the fees charged, and client rights and Merrill Lynch's obligations will differ 
among these services. Investments involve risk, including the possible loss of principal investment.  
 
U.S. Trust operates through Bank of America, N.A., and other subsidiaries of BofA Corp.  
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