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Since this bull market is almost 10 years old and information noise is at sky-high levels-particularly 
when the noise at this point is around trade, which is a primary driver of global economic growth, as 
well as interest rates, which helps determine the price of capital and assets in general. It is quite 
natural to expect rolling concerns. We think the concerns are healthy to keep in mind the further we 
travel through this cycle, but we do feel it is too premature, at this point, to suggest the cycle is ending 
and a recession is around the corner in 2018.  

Now once again, we’ve experienced further negative volatility in recent days with the major market 
averages close to retesting their February lows. The latest concerns are more of the same. Further 
potential imposition of tariffs on China, this time totaling close to $100 if not just over $100 billion.  
Retaliatory trade measures back from China on some of America’s strategic exports and now once 
again, more hawkish interest rate policy comments.  

As a result, short-term market participants are nervous and have been reacting to the saber rattling. 
Long-term investors have been subtly moving to the sidelines or simply staying on the sidelines. We 
have seen this most recently in the equity flow trends that were announced this week.  

Give these concerns, what’s our view?  

We still expect elevated volatility to remain in the coming weeks and perhaps through mid-year. 
Volatility can also spike intraday given the news of the day. 

Secondly, uncertainty on trade and interest rate policy should also remain. The North American Free 
Trade Agreement and China negotiations with the United States should continue through May and into 
June.   

Bond yields should stay stuck in a range and equity prices in our opinion are still trying to find a bottom 
as economic and market fundamentals ultimately provide that catalyst to reestablish the equity market 
trend. And finally, 3 Ps are important to keep in mind. Number 1, profits. 2, policy, and 3, positioning. 
These should all continue to take their turn on what matters most to investors throughout the rest of 
2018. Now in our view, strong profits are needed. A clear and stable interest rate policy is also needed, 
particularly as it relates to tame wage inflation and a de-escalation is needed in the trade equation to 
change investor sentiment for the better and again, reestablish that equity uptrend we experienced at 
the beginning of the year. 

In summary, in bull markets that are in their late stage environments, market bottoms traditionally take 
a few months to occur. Right now, we believe we are currently in that process, which is about eight to 
nine weeks already in. The catalysts that ultimately stabilizes the market and supports higher equity 
prices is corporate earnings, in our view. Valuations are now back to more normal levels and in the 
coming weeks, these earnings announcements which generally start around April 9th and continue to 
culminate throughout the rest of April, should provide that stabilizing force as we expect investor flows 
to once again come back into equities, given the high profit growth that we anticipate. We continue to 



believe that weak market periods represent a rebalancing opportunity for the long-term investor. Stay 
the course.  

 

IMPORTANT INFORMATION 

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. 

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. 

Past performance is no guarantee of future results. 

The opinions expressed are those of the Global Wealth & Investment Management Chief Investment Office 
(GWIM CIO) only and are subject to change. While some of the information included draws upon research 
published by BofA Merrill Lynch Global Research, this information is neither reviewed nor approved by BofA 
Merrill Lynch Global Research. This information and any discussion should not be construed as a personalized 
and individual recommendation, which should be based on your investment objectives, risk tolerance, and 
financial situation and needs. This information and any discussion also is not intended as a specific offer by 
Merrill Lynch, its affiliates, or any related entity to sell or provide, or a specific invitation for a consumer to apply 
for, any particular retail financial product or service. Investments and opinions are subject to change due to 
market conditions and the opinions and guidance may not be profitable or realized. Any information presented in 
connection with BofA Merrill Lynch Global Research is general in nature and is not intended to provide personal 
investment advice. The information does not take into account the specific investment objectives, financial 
situation and particular needs of any specific person who may receive it. Investors should understand that 
statements regarding future prospects may not be realized. 

Neither Merrill Lynch nor any of its affiliates or financial advisors provide legal, tax or accounting advice. 
You should consult your legal and/or tax advisors before making any financial decisions. 

The investments discussed have varying degrees of risk. Some of the risks involved with equities 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. Bonds are subject to interest rate, inflation 
and credit risks. Investments in high-yield bonds may be subject to greater market fluctuations and risk of loss of 
income and principal than securities in higher rated categories. 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. 
Investments in real estate securities can be subject to fluctuations in the value of the underlying properties, the 
effect of economic conditions on real estate values, changes in interest rates, and risk related to renting 
properties, such as rental defaults. 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.  

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.  
 
Bank of America, N.A., Member FDIC.  
 
Investment products: 

 
Are Not FDIC Insured  

 
Are Not Bank Guaranteed  

 
May Lose Value  
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