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As we think about 2013, the overall theme is becoming more activist in your portfolios.  We 
recognize that the last several years have been fraught with fear and controversy.  Many clients 
over the last several years have felt that cash has been their safest place to be.  We believe as 
the global economy begins to grow again that inflation becomes a threat.  In that environment, 
cash actually loses real purchasing power.   
 
As we enter a new year, it’s really time for us to start being tax-aware with our portfolios, as well 
as really moving into the market with those cash positions toward more of a weight towards 
equities.   
 
Why We Favor Equities 
� Are a good source of income 

(via dividends & share buybacks) 
� Are attractively valued vs. bonds 
� Provide potential for capital appreciation 
The reason for our preference for equities is several-fold.  Equities today are a good source of 
income, vis-à-vis dividends and buybacks.  Equities are attractively valued especially versus 
bonds and have the added attraction of providing the potential for capital appreciation.   
 
Potential Risks for Bonds 
� Could be nearing end of a 

30-year bull market 
� Long duration and credit  

(corporate bonds) could be at risk 
� Rising interest rates  

could impact principal  
Bonds on the other hand, we believe are at the end of a thirty-year bull market.  Investors 
should begin to re-evaluate the risks that may exist in their bond portfolios, particularly from 
long-duration or from credit.  Increasingly, bonds may be vulnerable to rising interest rates, a 
risk that could threaten principal in the short term. 



“Globalize” Your Portfolio 
� Europe 
� Japan 
� Emerging Markets 
� Frontier Markets 
A third area of advice continues to be the desire to globalize your portfolio including investments 
from Europe, Japan, and emerging markets.  Given our view that global growth will in fact 
increase in 2013, even higher risk, frontier markets may provide an important source of growth.   
 
A last and final piece of advice really has to do with thinking through what other risks may exist 
in your portfolio. The risk of inflation, for example, can potentially be mitigated by adding some 
exposure to gold.  

 

IMPORTANT INFORMATION 

Investing involves risk. All opinions are subject to change due to market conditions and 
fluctuations.  This information discusses general market activity, industry or sector trends, or other 
broad-based economic, market or political conditions and should not be construed as research or 
investment advice.    

Past performance is no guarantee of future results. 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.  

 

Any discussions concerning investments should not be considered a solicitation or recommendation by 
Merrill Lynch and may not be profitable. It is important that you consider this information in the context 
of your personal risk tolerance and investment goals. Past performance is no guarantee of future 
results. 
 
Equity securities are subject to stock market fluctuations that occur in response to economic and 
business developments.  Global investing poses special risks, including foreign taxation, currency 
fluctuation, risk associated with possible differences in financial standards and other monetary and 
political risks. 
 
Investing in emerging markets may involve greater risks than investing in more developed countries. In 
addition, concentration of investments in a single region may result in greater volatility.  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. 
 
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). The investor should note that bonds that invest in lower-rated debt securities (commonly 
referred to as junk bonds) involve additional risks because of the lower credit quality of the securities in 
the portfolio. The investor should be aware of the possible higher level of volatility, and increased risk 
of default. 
 
Any information presented about tax considerations affecting client financial transactions or arrangements is not 
intended as tax advice and should not be relied upon for the purpose of avoiding any tax penalties. Neither Merrill 
Lynch nor its financial advisors provide tax, accounting or legal advice. Clients should review any planned 
financial transactions or arrangements that may have tax, accounting or legal implications with their personal 
professional advisors. 



Investors should seek financial advice regarding the appropriateness of investing in any securities, 
other investment or investment strategies discussed in this report and should understand that 
statements regarding future prospects may not be realized. Investors should note that income from 
securities or other investments, if any, may fluctuate and that price or value of such securities and 
investments may rise or fall. Accordingly, investors may receive back less than originally invested. 
Past performance is not necessarily a guide to future performance.  

Global Wealth & Investment Management is a division of Bank of America Corporation (“BAC”). 
 
Merrill Lynch Wealth Management, Merrill Edge™, U.S. Trust, Bank of America Merrill Lynch and 
BofA™ Global Capital Management are affiliated subdivisions within Global Wealth & Investment 
Management. 

Merrill Lynch Wealth Management makes available products and services offered by Merrill Lynch, 
Pierce, Fenner & Smith Incorporated (“MLPF&S”) and other subsidiaries of BAC. 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.  

U.S. Trust, Bank of America Private Wealth Management operates through Bank of America, N.A., 
and other subsidiaries of BAC. 
 
Bank of America Merrill Lynch is a marketing name for the Retirement & Philanthropic Services 
businesses of BAC. 

BofA™ Global Capital Management Group, LLC (“BofA Global Capital Management”), is an asset 
management division of BAC. BofA Global Capital Management entities furnish investment 
management services and products for institutional and individual investors. 

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. 

The banking, credit and trust services sold by the Group's Private Wealth Advisors are offered by 
licensed banks and trust companies, including Bank of America, N.A., member FDIC, and other 
affiliated banks. 

Banking products are provided by Bank of America, N.A., and affiliated banks, Members FDIC and 
wholly owned subsidiaries of BAC. 

Investment products: 

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value 

 
MLPF&S is a registered broker-dealer, member SIPC and a wholly owned subsidiary of BAC. 

MLPF&S and Bank of America, N.A. make available investment products sponsored, managed, 
distributed or provided by companies that are affiliates of BAC or in which BAC has a substantial 
economic interest, including BofA™ Global Capital Management. 
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