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With a blue sweep of the House of Representatives and the Senate, investors could 
begin to price in an environment of policy gridlock in the coming weeks, which has 
traditionally been market friendly to a large degree. However, we believe there could be 
more uncertainty at least in the very short-term. Investor concerns could grow around 
Government spending and the unsustainable fiscal deficit, which could push up bond 
yields; stalemates on data center construction which could call into question the record 
capital investment growth; and, the conflict in the Middle East extends for longer-than-
expected could keep oil prices higher for longer. 

The collection of these concerns could also put subtle pressure on valuations for the 
equity markets which would balance out some of the positives we expect in terms 
of earnings, corporate margins and productivity heading into 2027. If equity markets 
experience weakness in the post-Midterm period, we would use this as a potential 
opportunity to rebalance equity allocations upward.

Moreover, while bonds yields are initially moving lower, if we ultimately see them back 
up sharper-than-expected, we would also consider repositioning segments of Fixed 
Income in a more attractive stance. Expect volatility in the bond markets to persist. If 
the 10-year Treasury yield approaches 5.5%, the institutional and non-U.S. demand for 
Fixed Income should rise, in our view. For taxable investors in the U.S. this also extends 
to longer-dated municipal securities and higher-quality credit.

Policy uncertainty is likely to continue with a Democratic sweep. We would use weakness 
in both Equity and Fixed Income markets as a potential opportunity to reposition 
portfolios for higher prices. We expect a thematically growth-driven equity market to 
continue in 2027 given our view that capital investment growth, the manufacturing 
and biotechnology renaissances, solid consumer spending driven by the boomers, and 
increasing productivity continue to support better-than-expected economic growth. 
We also expect commodities, in general, to stay attractive as infrastructure spending 
remains robust. For those overly concerned about the Artificial Intelligence buildout story 
weakening, we suggest diversifying parts of the portfolio allocation into higher dividend 
paying segments of the equity markets. 
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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 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."). 

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. 

Dividend payments are not guaranteed, and are paid only when declared by an issuer’s board of directors. The amount of a dividend payment, if any, can vary over time.

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. Bonds are subject to interest rate, inflation and credit risks. Municipal securities can be significantly affected by political changes as well as uncertainties in the 
municipal market related to taxation, legislative changes, or the rights of municipal security holders. While the interest income is tax-exempt, any capital gains distributed are taxable to the 
investor. 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. 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. 
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 a certain industry or sector may pose additional risk due to lack of diversification and sector concentration. Investing directly in Master Limited Partnerships, foreign equities, commodities 
or other investment strategies discussed in this document, may not be available to, or appropriate for, clients who receive this document. However, these investments may exist as part of an 
underlying investment strategy within exchange-traded funds and mutual funds.
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