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stop weak currencies from depreciating further. The recent joint intervention by the U.S. 
and Japan was surprisingly not met with such skepticism. It is also the case, however, 
that well timed intervention can mark a fundamental shift in macro forces that signal 
a major trend change in currencies. In our view, the recent intervention by the U.S. and 
Japan to stop the yen’s slide marks an important turning point in fundamentals that 
will strengthen the yen significantly in coming years. The stars are aligned to make 
this intervention work rather than failing by throwing sand in the wind. Policy shifts are 
likely to support the fundamental forces that are already in place to help strengthen 
the extremely undervalued yen. For U.S. investors, this implies a stronger currency 
would amplify returns from the solid Japan stock market already benefiting from the 
fundamental reforms that were implemented in the first phase of Abenomics. 

Market View—The Expanding Arctic Economy and What It Means for Investors: The 
ongoing Iran/U.S. war has once again highlighted the dependence of global supply chains 
on key geographical chokepoints. But the contested waterways in the Middle East may 
yet contribute to a broader reconfiguration of global shipping patterns beyond export 
activity from the region itself. Along Russia’s Arctic coast, the Northern Sea Route in the 
Arctic Ocean is emerging as a viable transit channel for seaborne trade between Europe 
and Asia and an alternative shipping lane to the Suez Canal route through the Red Sea. 
Earlier this month, China’s container shipping company Sea Legend Shipping launched 
its first regular service for goods trade via the route. This marks a major departure from 
the more intermittent crossings that the waterway has previously served and is likely to 
portend further growth in economic activity across the Arctic region.

Thought of the Week—U.S. Debt Levels: It’s Not All Bad News: It’s official—Total 
U.S. government debt just surpassed $40 trillion, having more than doubled in less than 
a decade. However, it’s not all bad news. Debt held by the public stands at roughly 100% 
of gross domestic product (GDP), a manageable level in our view. Most importantly, the 
U.S. consumer and corporate sectors remain in healthy shape, positioning growth to 
counteract higher deficits. 

While the budget deficit at 6% of GDP bears watching, the good news is that the 
number one engine of growth, the consumer, has deleveraged significantly since the 
2008/2009 Great Financial Crisis (GFC), with debt as a share of assets at its lowest 
level since 1963. Meanwhile, having locked in debt at low rates during the pandemic, 
corporate balance sheets are in good shape. Looking ahead, the biggest tail risk to 
households highly exposed to equities would be a bear market that weighs on higher-
income spending. That’s far from our base case. We think growth and corporate profits 
can keep the level of debt manageable for now. 
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MACRO STRATEGY 

Structural Shift Coming in U.S.—Japan Policy Coordination
Chief Investment Office, Macro Strategy Team 

Alone among the major economies in the world, Japan has embraced the new 
administration's efforts to restructure geopolitics—or, at least, has not resisted these 
changes like the rest of the G7 countries. The issues fueling this resistance, like 
immigration, for example, just don’t resonate in Japan, where there is a solid consensus 
supportive of long-standing barriers to opening borders. Japan finds itself in the unusual 
position of having a broad social consensus and much less political friction than the rich 
countries of the western world that are currently torn by polarization.

In addition, Japan has pursued a set of policies since about 2012 dubbed “Abenomics” 
with three arrows: monetary easing, fiscal spending and structural reforms to come out 
of the deflationary funk that prevailed from 1990 until recently. Now, as the U.S. Treasury 
Secretary said when announcing the joint U.S./Japan decision to intervene in the foreign-
exchange market, the new Prime Minister’s government is “moving into an exciting 
new phase of Abenomics, as nearly 15 years of powerful stimulus have created durable, 
robust underlying economic dynamics.“ This new policy phase is part of the fundamental 
shift that would support the yen. It includes higher Bank of Japan (BoJ) policy rates, a 
shrinking primary fiscal deficit that is set to turn into a surplus and continued corporate 
governance reforms that are transforming the Japan equity market into a more attractive 
destination for investors.

These positive fundamentals help explain why the U.S. Treasury Secretary has announced 
strong support for “Japan’s decisive market and monetary steps to correct the substantial 
undervaluation of the yen.“

The yen is massively undervalued. Exhibit 1A shows the yen‘s foreign exchange value 
in purchasing power parity terms: how much the yen buys in Japan versus how much 
you can buy in the rest of the world when the yen is converted to other currencies. As 
can be seen, the yen is currently as cheap as it’s ever been, even cheaper than in the 
1970s when it was deliberately undervalued to generate burgeoning trade surpluses. 
While currencies can stay undervalued longer than an investor can stay solvent, betting 
that they will revert to fair value, over long periods of time they do revert to fair value 
and even overshoot, usually for a period of time when the fundamental forces continue 
to push the trend past fair value. Fair value is the point where the yen or any currency's 
value attains purchasing power parity, meaning it can buy the same thing in Japan, for 
example, as it can in the U.S. when converting the yen to dollars. Currently, fair value for 
the yen is about 120 yen per dollar, compared to recent market values around 160 yen to 
the dollar, implying it is about 25% undervalued. 

Macro forces to push it back toward fair value imply that the next phase of Abenomics 
should narrow the large interest rate differential with the dollar in money market, where 
yen carry trades borrow yen at near-zero interest rates and purchase U.S. assets, yielding 
much higher rates. As the BoJ raises its policy rate, the incentive to do this diminishes. 
During the first phase of Abenomics, capital outflows to invest in other countries with 
higher yields kept downward pressure on the yen that would reverse if new policies 
incentivize investors to repatriate their money into yen investments. Japan has the third 
largest level of wealth in the world after the U.S. and China.

Moreover, Japan’s wealth is much more evenly distributed over its population, making the 
average Japanese retail investor a bigger participant in financial markets. A perception 
that the yen’s trend has changed could have a powerful effect on Japanese investors, 
making them repatriate capital which would likely be part of the reinforcing dynamic 
of a strengthening yen trend. An already strong Japan stock market is an attractive 
destination since Abenomics instituted corporate governance reforms, helping investors 
by increasing corporations' focus on dividends and earnings.

Investment Implications

A stronger yen and less robust dollar 
are bullish for global Equities, including 
Emerging Markets where widespread 
dollar debt becomes less burdensome 
in a weaker dollar environment. A softer 
dollar also tends to be supportive of 
global growth which is good for cyclical 
and risk assets.
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Finally, Japan fiscal policy has shifted its emphasis toward reducing the deficit, which is 
improving faster in Japan than in other major economies to the point where a primary 
surplus is projected in 2027 or 2028. The point is Japan has moved its economy into 
closer alignment with the other major economies by boosting nominal growth and 
achieving a 2% inflation rate that all the naysayers said was impossible when Abenomics 
was launched over a decade ago.

The dollar is overvalued. The U.S. is not helping Japan purely out of kindness. It stands 
to benefit as well. The other half of this realignment of policies to strengthen the yen 
is a shift in U.S. policies. Exhibit 1B shows the dollar is overvalued to an unprecedented 
degree in the past half century. This overvaluation means the dollar buys a lot more 
in Japan when you convert it to yen than it does in the U.S. Recent movements in U.S. 
markets hint at the policy realignment that’s coming from the Federal Reserve (Fed) and 
Treasury to coordinate with Japan efforts to reverse the yen’s slide, weaken the dollar 
and make U.S. exports more competitive.

First, it’s clear that long-term rates are normalizing more in line with higher nominal 
growth rates after the long period of secular stagnation and zero rates. The Artificial 
Intelligence boom has turbo-charged private sector demand for long-term credit, adding 
to the demand from fiscally strapped governments around the world. Long-term rates 
are market barometers of financial conditions. In the U.S., they are saying that real rates 
will be higher because of stronger growth and the increased demand for long-term 
credit. They are also saying inflation expectations remain well-anchored—consistent 
with the Fed's 2% target.

The increased pressure on long-term rates makes it relatively more attractive for the 
Treasury to finance its big deficit at the short end of the yield curve. Recent comments 
from the Treasury suggest long-term issuance might be cut at future refundings. 
Financing short-term borrowing at less than 4% rather than 5% at the long end is likely 
to grow. In essence, this is how Japan has reduced its primary deficit by borrowing 
massively at zero interest rates at the short end and spending to boost nominal GDP, 
which grows tax revenues faster and also allows the government to buy higher-yielding 
investments in Japan and all around the world. In the U.S., the faster nominal growth rate 
would also generate faster-growing tax revenues.

The new policy mix to strengthen the yen would work better if the policy rate differential 
determined by the BoJ and Fed narrows. Rate hikes in Japan should help accomplish that. 
Holding short rates in the U.S. steady rather than raising them would also support the yen 
and allow for cheaper Treasury deficit financing, assuming the new Fed reaction function 
addresses inflation through the balance sheet and money supply control. This helps 
explain why, despite higher long-term yields recently, short-term rates have been falling.

Exhibit 1: Valuations Fundamentally Support Stronger Yen.

A) Yen massively undervalued. B) Dollar massively overvalued.

 













         




 

















         




*Real Effective Exchange Rate. Exhibit 1A) Sources: Bruegel; Haver Analytics. Data as of August 13, 2026. Exhibit 1B) Sources: Bruegel; Haver Analytics. Data as of August 13, 2026. Please 
refer to index definitions at the end of this report.
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MARKET VIEW

The Expanding Arctic Economy and What It Means for Investors
Ehiwario Efeyini, Director and Senior Investment Strategist 

The ongoing Iran-U.S. war has once again highlighted the dependence of global supply chains 
on key geographical chokepoints. Since the start of the conflict, close to 75% of the roughly 
20 million barrels per day of oil and over 90% of the roughly 10 billion cubic feet per day of 
liquefied natural gas (LNG) that previously passed through the Persian Gulf has been lost to 
regional disruption,1 forcing importers to draw down their domestic inventories and diverting 
energy export volumes to alternative routes around the Arabian Peninsula. 

But the contested waterways in the Middle East may yet contribute to a broader 
reconfiguration of global shipping patterns beyond export activity from the region itself. 
Further north along Russia’s Arctic coast, the Northern Sea Route (NSR) through the 
Northeast Passage in the Arctic Ocean is emerging as another viable transit channel for 
seaborne trade. The NSR connects Asia to Europe as an alternative shipping lane to the 
Suez Canal route through the Indian Ocean and the Red Sea. And, at over 8,000 kilometers 
shorter than the Suez route, it also reduces the total journey time between the two markets 
by up to 50%, or some two to three weeks. Until now, the NSR has primarily served as a 
corridor for Russian oil and gas bound for East Asia, particularly alongside increasing China/
Russia cooperation. But earlier this month, China container shipping company Sea Legend 
Shipping launched its first regular service for goods trade via the route. The so-called China-
Europe Arctic Express will consist of eight weekly 20-day voyages between mid-August and 
early October from Ningbo on China’s eastern coast to Felixstowe in the UK, with further 
connections at ports in the Netherlands, Germany and Poland. And it marks a major departure 
from the more intermittent crossings that the NSR has previously served.

Cargo vessels typically require the assistance of icebreaker ships to traverse the Northeast 
Passage on a year-round basis. But climate change-induced melting of the Arctic sea ice 
is creating more viable conditions for ice-class commercial ships without the need for 
icebreakers during the summer months, reducing cost and transit time. Reflecting this 
increase in accessibility, a total of 167 new ice-class ships were built in 2025, according to 
maritime software firm Veson Nautical, the most in over a decade. And in 2024, close to 38 
million tonnes of cargo were shipped through the NSR—the highest volume on record and a 
near-tenfold increase from a decade earlier (Exhibit 2A). These quantities should only increase 
further in the years ahead as seasonal access is extended (60% to 70% of annual cargo is 
currently transported between July and November), and as China sends more cargo vessels 
along the route.

Exhibit 2: Shipping Volumes Through The Northeast Passage Have Expanded; Russian Icebreaker Fleet Exceeds the Rest of 
the World Combined.

A) Cargo volume through the Northern Sea Route. B) Global icebreaker fleet by country.

     




  


































































 
















           





















Exhibit 2A) *e=estimate for 2025. Source Northern Sea Route Administration. Data as of 2025. Exhibit 2B) Source: Atlas Institute for International Affairs. Data as of 2025.

1 As at the second quarter of 2026 (U.S. Energy Information Administration).

Investment Implications

Growing economic activity in the 
Arctic region should be a source of 
support for global industrials and 
reinforces our constructive view on 
the sector. The need for greater 
capacity in ice-class vessels should 
boost demand for shipbuilding 
services and equipment. Engineering 
and construction demand should 
improve in response to a growing 
need for physical infrastructure 
along the Northern Sea Route. And 
geopolitical frictions between Russia 
and Arctic North Atlantic Treaty 
Organization (NATO) members 
should lift global defense spending.
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Russia has long dominated economic activity in the Arctic region since the U.S. presence 
declined at the end of the Cold War. It still has by far the largest number of icebreaker 
ships of any country in its fleet at 57—more than the rest of the world combined 
(Exhibit 2B). And given its administrative control of the NSR, Russia currently only allows 
its own icebreakers to guide vessels through the waterway. But the new China Sea 
Legend service is the culmination of more than a decade of China’s closer engagement 
with the region since 2013, when it obtained observer status in the eight-member 
Arctic Council (consisting of Russia, Canada, Denmark, Finland, Iceland, Norway, Sweden 
and the U.S.). This has since led to greater China cooperation with a number of Arctic 
and near-Arctic countries across a range of projects, including the improvement of 
compatibility between Russia and China satellite navigation systems, the use of Estonia 
as a transit and logistics hub for China e-commerce with other countries in the region, 
and collaboration with Iceland to develop new geothermal energy infrastructure within a 
number of China cities. 

Alongside economic cooperation and commercial goods trade, China’s interest in the 
region also extends to natural resources. According to the U.S. Geological Survey, the 
Arctic holds an estimated 13% of untapped global oil reserves and 30% of untapped 
global natural gas reserves, in addition to critical metals used in battery storage, 
electronics and aerospace such as nickel, cobalt and titanium. Though these may be 
more costly to extract due to the greater logistical challenges of operating in the 
region, the economics of Arctic resource production should improve with rising polar 
temperatures, growing operational experience, and state-supported China investment. 
Energy and other industrial commodity exports from Russia currently dominate activity 
in the Northeast Passage. According to the Northern Sea Route Administration, trade in 
commodities accounted for close to 90% of the tonnage transiting the NSR in 2024—
primarily LNG (47%), crude oil and petroleum products (23%), and dry bulk commodities 
such as coal and metal ores (18%). But China’s involvement in Arctic resource projects 
is likely to increase over time, and the share of general container traffic between Europe 
and Asia should also rise with more participation from China commercial vessels.

For investors, growing economic activity in the Arctic region should be a source of 
support for global Industrials, and reinforces our constructive view on the sector. The 
need for greater capacity in ice-class vessels should boost demand for shipbuilding 
services, in addition to specialized shipping equipment and materials used in their 
manufacturing such as shrouded propellers, enhanced power systems and steel plating 
for hull reinforcement. In 2025, for example, the U.S. signed a $6.1 billion deal with 
Finland (which designs the majority of icebreaker ships globally) to develop 11 new 
icebreakers, and China is also expanding its fleet. Engineering and construction demand 
should improve in response to a growing need for physical infrastructure (particularly 
in ports) along the NSR, which lags well behind that of more established shipping 
lanes. And China’s deepening integration with the region, coupled with its closer ties 
to Russia, is also likely to increase geopolitical frictions in the Arctic. Among the eight 
Arctic nations, all but Russia are NATO members. And the region sits directly below the 
shortest intercontinental flight path between the U.S. mainland and Russia’s strategically 
critical Kola Peninsula in its northwest. Russia also operates an estimated 30 to 40 
military facilities along its Arctic coast. And though icebreaker ships are primarily 
deployed for research, trade, and search-and-rescue, their dual-use capability as naval 
escorts and in support of naval supply lines leaves Russia with a clear military advantage 
over the other seven Arctic Council members. This should lift global defense spending 
as NATO countries look to boost their own naval presence and surveillance capacity 
in the region. 
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THOUGHT OF THE WEEK

U.S. Debt Levels: It’s Not All Bad News
Ariana Chiu, Assistant Vice President and Investment Strategist 

It’s official—Total U.S. government debt just surpassed $40 trillion, having more than 
doubled in less than a decade. However, it’s not all bad news. First, the number worth 
focusing on is debt held by the public which, at $32 trillion, stands at roughly 100% of 
GDP, a manageable level in our view (Exhibit 3). Second, the U.S. consumer and corporate 
sectors are in healthy shape, positioning growth to counteract higher deficits.

Yes, given a trifecta of already-elevated debt levels, outsized budget deficits and higher 
interest rates, U.S. government debt is biased higher from here. Interest payments alone 
neared $1.2 trillion in the first 10 months of this fiscal year, up 15% year-over-year.2 Add 
large mandatory outlays, elevated defense spending as the war in Iran approaches its 
seventh month, and tariff refunds in excess of $120 billion,2 and the result is a budget 
deficit still running at 6% of GDP. 

But don’t forget about the denominator, i.e., growth. The first piece of good news is that 
the number one engine of growth, the consumer, remains historically healthy. In fact, 
for all the attention on elevated consumer debt in nominal terms, the reality is that U.S. 
consumers have deleveraged significantly since the GFC—so much so that the ratio 
of liabilities to assets hasn’t been this low since 1963, according to Fed data (Exhibit 
4A). Of course, a major boost has come from the coincident rise in asset values across 
equities and real estate. Together, Real Estate, liquid assets including Equities, and 
pension funds now make up nearly 85% of total household assets.3 The second piece of 
good news: Corporates locked in debt at low rates during the pandemic era, translating 
to lower interest payments and more cash available for investment, buybacks, and more 
(Exhibit 4B).

Looking ahead, we continue to monitor debt across the consumer, corporates and the 
government. With U.S. households holding a near-record share of their assets in the 
equity market, the biggest risk to the consumer outside of an external shock would be 
a bear market that weighs heavily on higher-income spending. That’s far from our base 
case. We think instead that growth and corporate profits can continue to prove resilient, 
enabling debt to remain manageable. In the meantime, we expect the government will 
continue to favor shorter-duration issuance. Critical to all of this will be ongoing demand 
for Treasurys which, contrary to concerns, should continue to be strong in our view.

Exhibit 4: The Good News: Consumer and Corporates are in Healthy Shape.

A) Consumer leverage at lowest since 1960s. B) Corporates refinanced at lower rates during the pandemic.

 



































































 












































































Exhibit 4A) Sources: Federal Reserve; Haver Analytics. Liabilities include consumer credit, home mortgages, and other liabilities including other bank loans. Assets include nonfinancial and 
financial assets. Data as of August 20, 2026. Exhibit 4B) Source: Federal Reserve. Data as of June 11, 2026.

2 U.S. Treasury. Data as of August 20, 2026.
3 Federal Reserve. Data as of June 11, 2026.

Investment Implications

U.S. consumers and corporates are 
healthy, providing fundamental support 
for our view that U.S. economic growth 
can remain strong. Resilient growth 
should keep U.S. debt manageable for 
now, and we continue to fade concerns 
of waning demand for U.S. Treasurys.

Exhibit 3: U.S. Debt-to-GDP Stands At 
Approximately 100%

 





































































Sources: Office of Management and Budget; U.S. Treasury; 
Bureau of Economic Analysis. 2026 value refers to the latest 
debt figure from the U.S. Treasury divided by the Q2 GDP. 
Data as of August 20, 2026.
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MARKETS IN REVIEW

Equities

Equities
Total Return in USD (%)

Current WTD MTD YTD
DJIA  53,277.01 -0.8 1.6 12.0

NASDAQ  26,180.46 -2.0 3.2 13.1

S&P 500  7,674.37 -1.4 2.5 12.9

S&P 400 Mid Cap  3,830.40 -2.4 2.0 16.8

Russell 2000  3,017.87 -1.6 3.0 22.5

MSCI World  4,969.82 -1.2 2.6 13.1

MSCI EAFE  3,243.62 -0.5 2.3 14.1

MSCI Emerging Markets  1,721.89 1.2 3.5 24.2

Fixed Income†

Fixed Income
Total Return in USD (%)

Current WTD MTD YTD
Corporate & Government 4.87 -0.11 0.28 -0.53

Agencies 4.57 -0.10 0.29 0.54

Municipals 3.90 -0.58 0.22 0.65

U.S. Investment-Grade Credit 4.96 -0.10 0.35 -0.34

International 5.47 -0.15 0.21 -0.62

High Yield 7.29 -0.15 0.73 2.44

90 Day Yield 3.79 3.78 3.75 3.63

2 Year Yield 4.24 4.17 4.29 3.47

10 Year Yield 4.73 4.69 4.73 4.17

30 Year Yield 5.27 5.26 5.27 4.84

Commodities & Currencies

Commodities

Total Return in USD (%)

Current WTD MTD YTD

Bloomberg Commodity 362.20 3.8 6.6 31.1

WTI Crude $/Barrel†† 87.06 5.7 2.8 51.6

Gold Spot $/Ounce†† 4603.07 5.2 13.8 6.6

Currencies

Total Return in USD (%)

Current
Prior 

Week End
Prior 

Month End
2025 

Year End

EUR/USD 1.17 1.16 1.15 1.17

USD/JPY 158.95 159.32 157.40 156.71

USD/CNH 6.72 6.74 6.75 6.98

S&P Sector Returns

 















    


















Sources: Bloomberg, Factset. Total Returns from the period of 
8/17/2026 to 8/21/2026. †Bloomberg Barclays Indices. ††Spot 
price returns. All data as of the 8/21/2026 close. Data would differ 
if a different time period was displayed. Short-term performance 
shown to illustrate more recent trend. Past performance is no 
guarantee of future results. 

Economic Forecasts (as of 8/21/2026)
Economic Forecasts Q1 2026A Q2 2026A Q3 2026E Q4 2026E 2026E 2027E

Real global GDP (% y/y annualized) - - - - 3.2 3.4

Real U.S. GDP (% q/q annualized) 2.1 1.5 2.5 2.4 2.1 2.2

CPI inflation (% y/y) 2.7 3.8 3.2 2.9 3.2 2.0

Core CPI inflation (% y/y) 2.5 2.7 2.4 2.5 2.5 2.5

Unemployment rate (%) 4.3 4.3 4.2 4.2 4.2 4.2

Fed funds rate, end period (%) 3.63 3.63 3.88 4.38 4.38 4.38

The forecasts in the table above are the base line view from BofA Global Research. 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. Historical data is sourced from Bloomberg, FactSet, and 
Haver Analytics. 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. Data as of August 21, 2026.
Sources: BofA Global Research; GWIM ISC as of August 21, 2026. 

Asset Class Weightings (as of 8/4/2026)

Asset Class
CIO View  

Underweight Neutral Overweight

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

International Fixed 
Income

High Yield

U.S. Investment-grade  
Tax Exempt
U.S. High Yield Tax 
Exempt

Alternative Investments*

Hedge Strategies 
Private Equity  
Private Credit  
Real Assets 

Cash
 

* Many products that pursue Alternative Investment strategies, specifically Private Equity and Hedge Funds, are 
available only to qualified investors. CIO asset class views are relative to the CIO Strategic Asset Allocation (SAA) 
of a multi-asset portfolio. Source: Chief Investment Office as of August 4, 2026. All sector and asset allocation 
recommendations must be considered in the context of an individual investor’s goals, time horizon, liquidity needs and 
risk tolerance. Not all recommendations will be in the best interest of all investors.

CIO Equity Sector Views

Sector
CIO View  

Underweight Neutral Overweight

Industrials

Consumer 
Discretionary

Financials

Information 
Technology

Energy

Materials

Utilities

Healthcare

Communication 
Services

Real Estate

Consumer 
Staples
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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 U.S. dollars.

S&P 500 Index is a stock market index tracking the stock performance of 500 leading companies listed on stock exchanges in the United States.

Consumer Price Index is a key economic indicator that measures the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services.

Important Disclosures 
Investing involves risk, including the possible loss of principal. Past performance is no guarantee of future results. 

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

This material does not take into account a client’s 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 or investment strategy. Merrill offers a broad range of brokerage, investment advisory and other services. There are important differences between brokerage and 
investment advisory services, including the type of advice and assistance provided, the fees charged, and the rights and obligations of the parties. It is important to understand the differences, 
particularly when determining which service or services to select. For more information about these services and their differences, speak with your Merrill financial advisor.

This information should not be construed as investment advice and is subject to change. It is provided for informational purposes only and is not intended to be either a specific offer by Bank 
of America, Merrill or any affiliate 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.

The Chief Investment Office (“CIO”) provides thought leadership on wealth management, investment strategy and global markets; portfolio management solutions; due diligence; and solutions 
oversight and data analytics. CIO viewpoints are developed for Bank of America Private Bank, a division of Bank of America, N.A., (“Bank of America”) and Merrill Lynch, Pierce, Fenner & Smith 
Incorporated (“MLPF&S” or “Merrill”), a registered broker-dealer, registered investment adviser and a wholly owned subsidiary of Bank of America Corporation ("BofA Corp.").

The Global Wealth & Investment Management Investment Strategy Committee (“GWIM ISC”) is responsible for developing and coordinating recommendations for short-term and long-term 
investment strategy and market views encompassing markets, economic indicators, asset classes and other market-related projections affecting GWIM.

BofA 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.

All recommendations must be considered in the context of an individual investor’s goals, time horizon, liquidity needs and risk tolerance. Not all recommendations will be in the best interest 
of all investors.

Asset allocation, diversification and rebalancing do not ensure a profit or protect against loss in declining markets.

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. 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. 
Investments in high-yield bonds (sometimes referred to as “junk bonds”) offer the potential for high current income and attractive total return, but involves certain risks. Changes in economic 
conditions or other circumstances may adversely affect a junk bond issuer’s ability to make principal and interest payments. Income from investing in municipal bonds is generally exempt 
from Federal and state taxes for residents of the issuing state. While the interest income is tax-exempt, any capital gains distributed are taxable to the investor. Income for some investors 
may be subject to the Federal Alternative Minimum Tax (AMT). Treasury bills are less volatile than longer-term fixed income securities and are guaranteed as to timely payment of principal and 
interest by the U.S. government. Bonds are subject to interest rate, inflation and credit risks. Investments in foreign securities (including ADRs) 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, such as gold, 
including market price fluctuations, regulatory changes, interest rate changes, credit risk, economic changes and the impact of adverse political or financial factors.

Alternative investments are speculative and involve a high degree of risk.

Alternative investments are intended for qualified investors only. Alternative Investments such as derivatives, hedge funds, private credit, 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.

Nonfinancial assets, such as closely held businesses, real estate, fine art, oil, gas and mineral properties, and timber, farm and ranch land, are complex in nature and involve risks including total 
loss of value. Special risk considerations include natural events (for example, earthquakes or fires), complex tax considerations, and lack of liquidity. Nonfinancial assets are not in the best 
interest of all investors. Always consult with your independent attorney, tax advisor, investment manager, and insurance agent for final recommendations and before changing or implementing 
any financial, tax, or estate planning strategy.
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