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direction of the U.S. economic data in recent weeks has raised growth expectations for 
2023 and 2024, boosting equity market benchmarks and reducing corporate debt spreads. 
Economywide cash flow growth, as proxied by the surge in nominal gross domestic 
product (GDP), strongly surprised to the upside in Q3, helping corporate earnings exceed 
expectations. At the same time, higher-than-anticipated labor force participation rates for 
women, related to the expanding possibility of working from home, and a surge in 
productivity have helped tame inflation, sharply reducing the probability of additional 
Federal Reserve (Fed) interest rate hikes, another positive for risk assets.  

With economic growth still anticipated to ease next year and growing evidence of a broad-
based disinflation trend, nominal GDP growth is likely to weaken ahead. In fact, there is a 
risk the disinflation trend may go too far, which, combined with growing downside 
pressures on margins, implies potential profit growth constraints in coming quarters.  

Market View—Asia Opportunity Amid China’s Challenges: One of the big stories of 
2023 has been China’s failure to build on its reopening-driven equity market gains of late 
2022. But despite this year’s disappointment, we still see several reasons to de-emphasize 
China within emerging markets on a structural basis. 

Looking across the rest of Asia, other markets have nonetheless outperformed the 
regional hegemon this year and are likely to wrest further market share from China over 
the period ahead. We examine regional prospects across North Asia, Southeast Asia, India 
and Japan. 

Thought of the Week—Taking Stock of America’s Energy Security: The U.S. has 
solidified its status as the global leader in energy. As a net energy exporter and the No.1 
oil producer in the world, the U.S. is less vulnerable to energy shocks than its competitors, 
including China.  

However, a look at the recent past reminds us that it was not always this way. Now, as 
conflict erupts in the Middle East, we continue to monitor oil prices—with the knowledge 
that, when it comes to energy security, the U.S. is better set up than most. 
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MACRO STRATEGY 

Progress On The Inflation Front Likely To Continue 

Chief Investment Office, Macro Strategy Team 

U.S. economic performance has continued to impress, led by unexpectedly strong 
consumer demand in the face of high inflation, surging interest rates, decades-low 
housing affordability, and recessionary levels of consumer confidence. Mainly boosted by a 
sharp drop in personal saving, consumer spending contributed 2.7 percentage points (pp) 
to the 4.9% annualized real GDP growth in Q3. 

Government spending contributed another larger-than-average 0.8pp to GDP growth. 
Indeed, given the lags involved between changes in policy and changes in economic 
conditions, government spending has been a strong force for growth this year. This is not 
only because of still percolating effects from the pandemic stimulus, but also from 
sustained large and rising deficit spending as well as strong state-and-local outlays. For 
example, as a result of government incentives for expanding semiconductor and electric 
vehicle production capacity, business investment in new manufacturing facilities has been 
particularly strong, up 65% year-over-year (YoY), according to the Bureau of Economic 
Analysis.  

Overall, nonresidential fixed investment was unchanged from the previous quarter in Q3 
and thus neutral to growth, as gains in structures investment and intellectual property 
were offset by a decline in real business equipment investment. On the other hand, 
residential investment made its first positive contribution to growth since early 2021, as a 
depressed housing stock relative to population growth has boosted demand for new 
homes. While international trade was a small drag on growth, inventories added 
significantly more. All in all, Q3 growth was strong and quite broad-based, helping raise 
growth estimates for both 2023 and 2024.   

Employment has remained robust in this context, although there are growing signs the 
labor market is cooling. The Institute for Supply Management (ISM) manufacturing 
survey’s employment component dropped into contraction territory in October for the 
fourth of the five past months. Its global manufacturing employment counterpart has been 
in contractionary territory since August. In addition, according to the National Federation 
of Independent Business (NFIB) survey, the net percentage of firms planning to increase 
payrolls has remained on a downtrend in October. Manufacturing employment has flatlined 
this year and contracted sharply in October, resulting in a similar pattern for the sector’s 
aggregate weekly hours, with negative implications for wage growth. The share of 
manufacturing industries cutting payrolls expanded for a second consecutive month in 
October to 58%, the highest since early 2020, according to the Bureau of Labor Statistics’ 
(BLS) employment diffusion index. This index tends to reach 80% to 90% in recessions, 
however. Thus, while all these data point to further moderation in labor demand and labor 
income growth, until employment really starts to crack, risk appetite will stay high and 
credit spreads narrow, if past experience is any indication. 

By helping ease labor market tightness, the surge in labor force participation rates for 
women (no doubt due to expanded work from home capabilities) has also lessened upside 
pressures on wages and inflation. At the same time, supply chains have normalized, 
making possible strong output and productivity growth, which in turn has helped temper 
labor and nonlabor unit costs (Exhibit 1), with favorable effects on inflation.  

Indeed, both productivity growth and inflation data have been very favorable and received 
with great enthusiasm by equity and credit markets. Nonfarm business productivity growth 
surprised to the upside in Q2 and Q3, averaging a strong 4.1% annualized pace—much 
above the 2% average of the past 25 years and the weak 0.8% average of the 2010 to 
2018 period, for example. The productivity surge in Q3 has helped reduce unit labor costs, 
allowing for robust economic growth with slowing inflation.   

Portfolio Considerations 

A balanced portfolio approach is 
recommended as profits adjust to 
a softer nominal GDP growth 
environment while real growth and 
inflation cool in coming quarters. 
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Exhibit 1: Supply Chain Normalization Positive For Further Moderation In Cost 
Inflation. 

*z-score=the number of standard deviations from the mean value of the reference population. Standard deviation from mean is a 
quantity calculated to indicate the extent of deviation for a group as a whole. Gray shaded area represents recession periods. 
Sources: Bureau of Labor Statistics; New York Federal Reserve/Haver Analytics. Data as of November 15, 2023. 

“Core” consumer price index (CPI) inflation significantly surprised to the downside in October, 
consistent with lagging disinflation effects from the aggressive Fed monetary policy tightening 
to date. The moderation was broad-based and appears likely to continue as the effects of the 
Fed tightening to date filter through to the full extent. Headline CPI changed little month-to-
month and rose 3.2% YoY. “Core” inflation (excluding food and energy) showed an annualized 
month-to-month gain of just 2.8% versus 3.9% in September. This brought annual “core” CPI 
inflation down further from 6% a year ago to 4%, the lowest in two years.  
Overall, incoming data show clear progress in the Fed’s efforts to bring inflation back to 
its 2% target and a continued likely softening of wage growth and inflation ahead. Labor 
markets have come more into balance as labor supply has outpaced labor demand this 
year, resulting in an increase in the unemployment rate to 3.9% in October (from 3.4% in 
April).  Wage growth has cooled, as a result, and looks likely to remain on a downtrend. For 
example, YoY average hourly earnings (AHE) growth for private sector production 
employees has dropped over the past 18 months from 7% to 4.4%, moving closer to its 
4% cycle tops of the past 30 years. On a month-to-month annualized basis, AHE advanced 
just 2.5% in October, according to the Bureau of Labor Statistics. Our research indicates 
that AHE growth remains on a downtrend, potentially falling below 4% on a year-over-year 
basis sometime next year.  
The employment cost index (ECI) for wages and salaries reaccelerated in Q3. Although it 
has slowed from 5% in Q1 to 4.6% in Q3, this is still a 30-year-high annual growth pace. 
Still, cooler NFIB plans to raise pay, decelerating AHE growth, and slowing corporate 
revenue growth, suggest the ECI will also drop to about 4%, or less, in coming quarters.  
The cycle tops of around 4% for the AHE and the ECI over recent decades are not a 
coincidence. With 2%, or less, productivity growth, wage growth in excess of 4% would 
result in a higher inflation than the Fed’s 2% target. On the other hand, wage growth 
much below 4% can generate disinflationary pressures, so an excessive cooling of wage 
growth wouldn’t be welcome either. 
Our aggregate wage-and-salary-income growth proxy, which accounts for changes in the 
number of people employed, hours worked and average hourly earnings, has remained 
robust, supporting consumer spending as inflation moderated. However, this measure of 
income growth has weakened sharply, barely increasing in October and rising less than 3% 
on a three-month average basis. On a year-to-year basis, we continue to expect it to 
potentially ease over the next year below 4% from 5.2% in October.  
All in all, a contracting money supply is slowing hiring, softening wage growth, cooling 
inflation, and raising real interest rates, suggesting a quicker-than-expected return to a 
“two handle” on inflation, in our view. Elevated borrowing costs and growing debt-servicing 
struggles are restraining demand for credit, while stricter consumer lending standards are 
constraining the supply of credit, further suppressing inflation pressures. This suggests a 
strong disinflationary trend is underway, keeping additional Fed hikes at bay. It also points 
to potentially strong headwinds to business pricing power and profits ahead. The 
possibility that the Fed pendulum may have swung too far on the excessive tightening side 
may become apparent in 2024.  

-3

-2

-1

0

1

2

3

4

5

1998 - Q3 2002 - Q1 2005 - Q3 2009 - Q1 2012 - Q3 2016 - Q1 2019 - Q3 2023 - Q1

Business Unit Non-labor Payments (Year/Year % change, Z-score)

Global Supply Chain Pressure Index (Z-score, leading by 3 quarters) 

*Z-score (number of standard deviations from mean)



4 of 8 November 20, 2023 – Capital Market Outlook RETURN TO FIRST PAGE

MARKET VIEW 

Asia Opportunity Amid China’s Challenges 

Ehiwario Efeyini, Director and Senior Market Strategy Analyst 

One of the big stories of 2023 has been China’s failure to build on its reopening-driven 
equity market gains of late 2022. China’s share of emerging market capitalization touched a 
zero-Covid low of 27% last October (well off its 43% peak in 2020) and recovered to a post-
reopening high of 33% this past January. But it has since fallen back to just 30% (Exhibit 2). 
Despite this year’s disappointment, we nonetheless still see several reasons to de-emphasize 
China within emerging markets (EM) on a structural basis. The legacy of regulatory 
tightening in the technology sector is likely to weigh on future profitability, curbs on access 
to advanced semiconductors and equipment from U.S. export controls continue to tighten, 
deleveraging and a mature housing stock are making for fundamental weakness in the 
construction sector (the main driver of past recoveries in China), and a shrinking labor force 
represents a further constraint on the underlying growth rate. But looking across the rest of 
Asia, other markets have outperformed the regional hegemon this year and are likely to 
wrest further market share from China over the period ahead. 

The combined market capitalization of technology-driven North Asian markets Korea and 
Taiwan still falls short of that of China alone, but these have been Asia’s best-performing 
markets in 2023. The Information Technology sector accounts for 60% of North Asia—over 
half of it in semiconductors, which have been beneficiaries of growing global technology 
investment this year, most notably in artificial intelligence (AI). We would expect support 
from this source to persist over the medium-to-long term as the digital economy expands 
and AI adoption increases. And both markets should also remain well positioned as critical 
suppliers for the consumer electronics and auto industries on both sides of the U.S.-China 
technology rivalry, including for other fast-growing markets in Asia. 

Exhibit 2: Asian Equity Markets And Sectors By The Numbers. 

Asia Sector Weightings and Share of Emerging Markets (EM) by Region 
Share of market capitalization (%) 

EM North Asia EM Southeast Asia India Japan China EM 
Communication Services 3.9 9.0 2.8 7.2 20.1 9.6 

Consumer Discretionary 5.1 5.2 11.3 19.5 30.5 13.7 

Consumer Staples 1.9 10.5 9.0 6.1 5.5 6.2 

Energy 0.8 7.2 10.6 0.9 3.1 5.2 

Financials 11.8 34.5 27.3 12.8 15.7 22.2 

Healthcare 2.2 4.6 5.2 8.5 5.6 3.8 

Industrials 7.1 10.3 7.4 22.5 5.2 6.7 

Information Technology 60.0 2.3 13.2 13.6 5.8 20.2 

Materials 6.9 7.6 8.6 4.6 3.3 8.0 

Real Estate 0.1 3.7 0.6 3.1 2.9 1.7 

Utilities 0.2 5.1 4.0 1.2 2.3 2.6 

Share of EM 26.9 5.9 15.7 - 30.0 100 

EM North Asia is Taiwan, Korea. EM Southeast Asia is Indonesia, Thailand, Malaysia, Philippines. Based on MSCI indexes. Source: MSCI. Data as of November 16, 2023. Please refer to index 
definitions at the end of this report. 

China’s longer-term ambitions for reunification with Taiwan have also been top of mind for 
investors this year—a factor that could potentially increase the risk premium for the larger 
of these two North Asian markets, particularly ahead of Taiwanese elections in 2024. But our 
view remains that this concern is currently overstated, primarily due to the economic cost 
that China would no doubt incur as a result of international sanctions and lost access to 
semiconductor manufacturing capacity in Taiwan (which itself relies on overseas equipment, 
chemicals and labor). 

The Southeast Asian countries included in MSCI EM Equity Index—Indonesia, Thailand, 
Malaysia and the Philippines—account for just 6% of EM market capitalization but are among 
the fastest-growing economies in the emerging world. We expect the rise of the global 
consumer class to remain a key medium-term investment theme, and, on a per capita income 
basis, all four markets remain at or below Chinese levels. This puts the region on the steepest 
part of the discretionary consumption curve, where product penetration (in areas such as 

Investment Implications 

Despite China’s persistent 
underperformance, we nonetheless 
see opportunity across other 
markets in the Asia region. North 
Asia is expected to benefit from 
growth in the global digital 
economy. Key markets in 
Southeast Asia should help to 
enable the green transition, while 
India’s internal reforms support 
growth—both markets are well 
positioned for a growing consumer 
class and higher foreign direct 
investments (FDI). Policy support 
in Japan is likely to reverse over 
the months ahead. 
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autos, electronics, healthcare, media and travel) rises most quickly as countries move from 
low- through middle- toward high-income status.  

Indonesia and Malaysia are also key global commodity suppliers across energy, base metals 
and agriculture. Over the years ahead, Indonesia in particular should retain more value added 
in raw material processing through export restrictions. And both markets should be long-term 
beneficiaries of global investment in clean energy infrastructure and equipment—Indonesia 
through exposure to nickel and copper, and Malaysia through exposure to aluminum. Thailand 
derives over 10% of its GDP from tourism and travel services. But with tourism arrivals from 
China (the largest cohort) still at less than 50% of prepandemic levels, it can look ahead to 
further support from this source, according to the Ministry of Tourism. 

Per capita income and purchasing power across Southeast Asia should also receive a 
structural lift from increased foreign investment. Along with Mexico and India, the region is 
typically identified as a preferred reshoring destination in surveys of multinational firms, 
especially for labor-intensive industries such as basic manufacturing, electronics assembly and 
apparel that can be absorbed by its large, young labor pool—the third most populous globally, 
with a total population of close to 700 million across the Association of Southeast Asian 
Nations (ASEAN) countries. Increased regional integration, which has eliminated tariffs and 
nontariff barriers, loosened immigration restrictions, increased regional infrastructure 
development and competition policy, and linked internal production networks more closely, 
should further support this trend.  

The Indian equity market has grown significantly over recent years, almost doubling its share 
of EM to 16% since the start of the decade to become the second largest behind China. 
Growth in the local market has been enabled by reforms under Prime Minister Modi to 
deregulate the labor market, coal production, land acquisition and banking sector resolution, as 
well as to lift FDI caps. Pro-market reforms are expected to continue over the medium term 
with Modi’s governing coalition expected to retain a parliamentary majority in the 2024 
general election. 

Three key investment themes we think will develop for India over the medium term are the 
digitization of the local economy, the rise of the consumer class and the relocation of 
manufacturing supply chains away from China. The government has focused on digital public 
infrastructure, primarily through the Aadhaar digital identity system and the digital Unified 
Payments Interface system, leading to a surge in online transactions. Additional funding 
tailwinds for local fintech services in India could also result from the current regulatory 
constraints in China, and the ongoing expansion of these initiatives should support the 
Information Technology Services sector, which is one of the largest within the local equity 
market. Along with the official government scheme to expand the number of personal bank 
accounts within India, the growth of the digital economy should also help to boost 
consumption levels—both through the more efficient distribution of government transfers 
and through wider access to credit. Over the medium term, we would also expect to see 
India’s manufacturing capacity expand as more FDI migrates away from China to alternative 
destinations. This should give a further boost to consumer sectors by lifting per capita income 
levels. 

On the developed market side, Japan has also been one of the top performers in Asia in 2023, 
with investors expressing more optimism on the local market. Despite tentative steps toward 
normalization over the past year, monetary policy has remained extremely accommodative 
relative to the rest of the world, and valuation has improved on the campaign by the Tokyo 
Stock Exchange to boost shareholder value by pushing corporates to use their cash holdings 
for more buybacks and payouts. We nonetheless remain somewhat cautious on Japan’s 
prospects. The recent move to lift the hard cap of 1% on the 10-year yield is likely to be 
followed by an increase in the Bank of Japan’s (BoJ) policy rate in 2024, particularly if ex-food 
inflation continues to overshoot its 2% target. This implies that Japan should become an even 
bigger global outlier next year if the BoJ is raising rates while the other major central banks 
are looking to cut them. These headwinds could be compounded by currency appreciation, 
which would come as another hurdle for the Japanese market given its exposure to exporters 
in large sectors such as Consumer Discretionary, Industrials and Information Technology. 

Asian markets still account for the vast majority (78%) of total EM market capitalization. 
China continues to form an outsized proportion of this total, and we expect fundamental 
constraints to weigh further on the local market. But structural supports for other markets in 
the region should allow Asia ex-China to increase further in size relative to the Chinese market 
over the period ahead.   
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THOUGHT OF THE WEEK 

Taking Stock of America’s Energy Security 

Joseph P. Quinlan, Managing Director and Head of CIO Market Strategy 

Ariana Chiu, Wealth Management Analyst 

When it comes to energy, the U.S. holds a distinct competitive advantage over the world’s 
next largest economies: the European Union and China. The latter are net energy importers 
and therefore more exposed to the whims of global oil price movements. The U.S. is 
different. Starting in 2020, the U.S. energy script flipped, with the U.S. becoming a net 
energy exporter after decades of being a net energy importer (Exhibit 3A).  

Against this backdrop, and as the Middle East simmers and investors keep a close eye on 
oil prices, the U.S. enjoys an energy security premium relative to both Europe and China, 
and many other parts of the world, notably oil-importing EM like India. A more secure and 
stable energy supply means lower energy costs in the U.S., which in turn means better 
prospects for economic growth, productivity and earnings. It’s little wonder then that in 
the face of two energy shocks in less than two years (from the wars in Ukraine-Russia and 
Israel-Hamas), the U.S. economy has powered ahead, outperforming many other parts of 
the world, including China.  

It wasn’t always this way as Exhibit 3B makes clear. Indeed, at the start of this century, the 
U.S. was an energy minnow relative to Russia and Saudi Arabia. Over the course of 2008, 
U.S. oil production dropped to less than 4 million barrels per day (bpd), well below the 
output of the oil majors. But then the U.S. oil patch staged an energy renaissance that 
stunned the world. The “fracker revolution” upended the global oil calculus and was 
underpinned by 1) revolutionary technologies like horizontal drilling and hydraulic 
fracturing; 2) good old American entrepreneurship/risk taking; and 3) pro-market policies 
at the state and local levels. The combination helped push U.S. oil production to a record 
high of 13.2 million bpd in October of this year, just as the Middle East went on the boil. 

The Chief Investment Office remains overweight Energy amid tight global supply, strong 
energy demand, and ongoing tensions in the Middle East. Attractive valuations, earnings 
power, and higher cash flows continue to support the sector. Within Energy, remember 
this: In just 15 years, the U.S. transformed from being energy-reliant to energy-defiant. In 
the face of geopolitical uncertainty, add energy security to the list of reasons to stay 
bullish on the U.S. 

Exhibit 3: The U.S. Goes from Energy Reliance to Energy Defiance. 

3A) U.S. Relying Less on Foreign Oil for Domestic Consumption   3B) U.S. Emerges as Leader in Crude Oil Production. 

Left Exhibit: *Negative percentages indicate U.S. as net exporter. Source: U.S. Energy Information Administration. Data as of August 2023. Right Exhibit: Russia and Saudi Arabia production as of 
May 2023. Sources: U.S. Energy Information Administration; Bloomberg. Data as of November 13, 2023.  
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Investment Implications 

We remain overweight energy 
given tight global supply and 
strong energy demand. Amid 
ongoing conflict in the Middle East 
and energy price uncertainty, 
energy security remains top of 
mind for investors. We continue to 
monitor oil prices with the belief 
that the U.S. is better positioned 
than its competitors to weather 
the storm. 
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MARKETS IN REVIEW 

Equities 
Total Return in USD (%) 

Current WTD MTD YTD 

DJIA  34,947.28  2.1 5.9 7.5 
NASDAQ  14,125.48  2.4 10.0 36.0 
S&P 500  4,514.02  2.3 7.8 19.3 
S&P 400 Mid Cap  2,536.78  4.0 7.3 5.9 
Russell 2000  1,797.77  5.5 8.3 3.5 
MSCI World  2,985.19  3.0 7.9 16.4 
MSCI EAFE  2,100.88  4.5 8.0 10.9 
MSCI Emerging Markets  976.52  3.0 6.7 4.5 

Fixed Income† 
Total Return in USD (%) 

Current WTD MTD YTD 

Corporate & Government 5.12 1.29 3.17 0.83 
Agencies 5.03 0.64 1.30 2.54 
Municipals 3.92 1.33 4.03 1.71 
U.S. Investment Grade Credit 5.21 1.37 3.40 0.54 
International 5.83 1.75 4.27 2.33 
High Yield 8.73 0.88 3.05 7.81 

90 Day Yield 5.39 5.40 5.46 4.34 
2 Year Yield 4.89 5.06 5.09 4.43 
10 Year Yield 4.44 4.65 4.93 3.87 
30 Year Yield 4.59 4.76 5.09 3.96 

Commodities & Currencies 
Total Return in USD (%) 

Commodities Current WTD MTD YTD 

Bloomberg Commodity 232.50 0.4 -2.3 -5.4
WTI Crude $/Barrel†† 75.89 -1.7 -6.3 -5.4
Gold Spot $/Ounce†† 1980.82 2.1 -0.2 8.6 

Total Return in USD (%) 

Currencies Current 
Prior  

Week End 
Prior  

Month End 
2022  

Year End 

EUR/USD 1.09 1.07 1.06 1.07 
USD/JPY 149.63 151.52 151.68 131.12 
USD/CNH 7.22 7.31 7.34 6.92 

S&P Sector Returns 

Sources: Bloomberg; Factset. Total Returns from the period of 
11/13/2023 to 11/17/2023. †Bloomberg Barclays Indices. ††Spot price 
returns. All data as of the 11/17/2023 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 11/17/2023) 
Q1 2023A Q2 2023A Q3 2023A Q4 2023E 2023E 2024E 

Real global GDP (% y/y annualized) - - - - 3.0 2.8 

Real U.S. GDP (% q/q annualized) 2.2 2.1 4.9 1.5 2.4 1.4 

CPI inflation (% y/y) 5.8 4.0 3.6 3.4* 4.1 2.8 

Core CPI inflation (% y/y) 5.6 5.2 4.4 4.1* 4.8* 3.4* 

Unemployment rate (%) 3.5 3.5 3.7 3.9 3.7* 4.2* 

Fed funds rate, end period (%)  4.83 5.08 5.33 5.38 5.38 4.63 

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.   
Sources: BofA Global Research; GWIM ISC as of November 17, 2023. *As of November 10, 2023.  
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Discretionary 

Underweight red  

    



 

 
8 of 8 November 20, 2023 – Capital Market Outlook RETURN TO FIRST PAGE 

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 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.  

Bureau of Labor Statistics’ (BLS) employment diffusion index measure the breadth of employment changes across industries, which is helpful in assessing the overall state of the economy. 

Consumer price index (CPI) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services. 

Global Supply Chain Pressure Index is a barometer that incorporates metrics throughout the supply chain to give an overview of the condition of the industry. 

Employment cost index (ECI) measures the change in the hourly labor cost to employers over time. 

MSCI Taiwan Index is designed to measure the performance of the large and mid cap segments of the Taiwan market. 

MSCI Korea Index is designed to measure the performance of the large and mid cap segments of the South Korean market. 

MSCI Indonesia Index captures large and mid cap Indonesian securities exhibiting overall value style characteristics. 

MSCI Thailand Index is designed to measure the performance of the large and mid cap segments of the Thailand market. 

MSCI Malaysia Index reflects Sharia investment principles and is designed to measure the performance of the large and mid cap segments of the Malaysian market that are relevant for Islamic 
investors. 

MSCI Philippines Index aims to measure the performance of the large and mid cap segments of the Philippine market. 

MSCI EM Equity Index is a selection of stocks that is designed to track the financial performance of key companies in fast-growing nations. 

MSCI India Index is designed to measure the performance of the large and mid cap segments of the Indian market. 

MSCI Japan Index is designed to measure the performance of the large and mid cap segments of the Japanese market 

MSCI China Index captures large and mid cap representation across China A shares, H shares, B shares, Red chips, P chips and foreign listings (e.g. ADRs). 

S&P 500 Sector Index constitute a method of sorting publicly traded companies into 11 sectors-Information Technology, Health Care, Financials, Consumer Discretionary, Communication 
Services, Industrials, Consumer Staples, Energy, Utilities, Real Estate (REITs), and Materials. Also known as the Global Industry Classification Standard (GICS) sorts companies into sectors based on 
their primary business activity. 

 

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

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 (including financial planning) 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. 

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 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. 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 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, 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 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. 

© 2023 Bank of America Corporation. All rights reserved. 


	Capital Market Outlook
	MACRO STRATEGY 
	MARKET VIEW 
	THOUGHT OF THE WEEK 
	MARKETS IN REVIEW 
	Portfolio Considerations

	IN THIS ISSUE
	MACRO STRATEGY
	Progress On The Inflation Front Likely To Continue
	Portfolio Considerations
	Exhibit 1: Supply Chain Normalization Positive For Further Moderation In Cost Inflation.


	MARKET VIEW
	Asia Opportunity Amid China’s Challenges
	Investment Implications
	Exhibit 2: Asian Equity Markets And Sectors By The Numbers.


	THOUGHT OF THE WEEK
	Taking Stock of America’s Energy Security
	Investment Implications
	Exhibit 3: The U.S. Goes from Energy Reliance to Energy Defiance.


	MARKETS IN REVIEW
	Equities
	Fixed Income†
	Commodities & Currencies
	S&P Sector Returns
	Economic Forecasts (as of 11/17/2023)
	Asset Class Weightings (as of 11/7/2023)
	CIO Equity Sector Views

	Index Definitions
	Important Disclosures




