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.

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

Alternative investments carry a high degree of risk and are not subject to the same regulatory scrutiny as mutual funds and other traditional investments. For these reasons, access to 
most types of alternative investments is limited to qualified investors. While requirements vary by product, alternative investments are typically appropriate only for investors who are 
designated as “qualified purchasers” or “accredited investors.” 

“Merrill Lynch” refers to any company in the Merrill Lynch & Co., Inc. group of companies, which are wholly owned by Bank of America Corporation.

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. Trust and fiduciary services are provided by Merrill Lynch Trust Company, a division of Bank of America, N.A., Member FDIC. 

Investment Products:

Bank of America, N.A. and MLPF&S, a registered broker-dealer and Member SIPC, are wholly owned subsidiaries of Bank of America Corporation. 

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

© 2023 Bank of America Corporation.  All rights reserved.

Disclosures

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value
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Speaker Backgrounds

Peter F. Dunne 
Managing Director, Global Institutional Consultant
Peter has significant expertise in working with institutional and ultra-high net worth investors in the active oversight of 
their assets. Peter’s primary responsibilities at Bank of America Merrill Lynch include providing customized investment 
solutions and comprehensive wealth plans to institutional investors. 

Peter’s nearly 40 years of investment experience and his ability to communicate complex global economic and market 
issues through written analysis and lectures helps lead the firm’s efforts to expand its client base. Peter is a frequent 
speaker at industry conferences on issues that impact non-profit investing, and national and local accounting and 
insurance firms often utilize Peter to communicate and educate their clients on the economic and market environment. 

Peter was recognized by Barron’s as one of the nation’s Top Institutional Advisors in their inaugural ranking in 2015 and 
again in subsequent years including 2023*.  Peter has also been ranked on Barron’s 2012-2023 list of the Top 1,200 
Financial Advisors.[i]

Peter earned a Bachelor of Arts degree from the University of Dayton and Peter holds the Financial Industry Regulatory 
Authority (FINRA) Series 7, 63, and 65 licenses and is a member of the Association of Professional Investment 
Consultants.  

Peter is an active community volunteer and has held board and advisory positions on several foundations and 
endowments, with an emphasis on education and children’s health. He currently serves on the President’s Council of 
Catholic Charities of the Archdiocese of Washington. Peter and his wife Amy reside in Potomac, Maryland where Peter is 
very active with his four children’s’ extracurricular sports activities.

*As of March 31, 2023. The Barron’s Top 100 Institutional Consulting Teams ranking evaluates advisors on a range of criteria, including institutional investment assets overseen by the advisor and his/her team, the revenue generated by those assets, the number of clients serves, and the number of team members and
regulatory records. Also considered were the advances professional designations and accomplishment represented on the team. Rankings are based on the opinions of Barron’s and not representative nor indicative of any one client’s experience, future performance, or investment outcome and should not be construed a
endorsement of the advisor. Barron’s does not receive compensation from advisors, participating firms and tier affiliates, or the media in exchange for rankings. Rankings and recognition from Barron’s are no guarantee of future investment success and do not ensure that a current or prospective client will experience a hi
level of performance results, and such rankings should not be construed as an endorsement of the advisor. Barron’s is a trademark of Dow Jones & Company, Inc. All rights reserved.
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Speaker Backgrounds

Bruce Wall, CIMA®

Managing Director, Global Institutional Consultant
For more than 30 years, Bruce has worked with his partners to deliver proactive advice and customized investment 
solutions for the increasingly complex needs of institutional investors. Across both traditional and alternative asset 
classes, Bruce assists with asset allocation analysis, Investment Policy analysis, portfolio construction, and performance 
measurement. 

Bruce has been involved in a number of strategic efforts in the industry focused on performance measurement 
technologies, custody reporting, and asset allocation modeling. Bruce has been named by Barrons as one of the Nation’s 
Top Institutional Consultants in their annual ranking since the inception of the ranking, most recently being ranked #17 
in the 2022 list.

Bruce holds the Certified Investment Management AnalystSM designation, administered by Investment Management 
Consultants AssociationSM and taught in conjunction with The Wharton School, University of Pennsylvania. He holds the 
Financial Industry Regulatory Authority (FINRA) Series 7, 63, and 65 licenses, and is a member of the Investment 
Management Consultants AssociationSM. 

Bruce received his Bachelor of Arts degree in Economics from the University of Virginia. He enjoys competitive cycling 
and sailing and spending time with wife and four children.

*As of March 31, 2023. The Barron’s Top 100 Institutional Consulting Teams ranking evaluates advisors on a range of criteria, including institutional investment assets overseen by the advisor and his/her team, the revenue generated by those assets, the number of clients serves, and the number of team members and
regulatory records. Also considered were the advances professional designations and accomplishment represented on the team. Rankings are based on the opinions of Barron’s and not representative nor indicative of any one client’s experience, future performance, or investment outcome and should not be construed a
endorsement of the advisor. Barron’s does not receive compensation from advisors, participating firms and tier affiliates, or the media in exchange for rankings. Rankings and recognition from Barron’s are no guarantee of future investment success and do not ensure that a current or prospective client will experience a hi
level of performance results, and such rankings should not be construed as an endorsement of the advisor. Barron’s is a trademark of Dow Jones & Company, Inc. All rights reserved.
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Our Firm is the Industry Leader for Outsourced CIO for Non-Profits

Source:  Pensions and Investments, Outsourcing Survey, July 17, 2023
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Market Outlook
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Observations on the Operating Backdrop for Non-Profits
• Non-Profits and Associations are reporting that business/revenues are returning to normal –

transitioning from the Pandemic-related challenges.
• Association trade shows and conferences, while not at  2019 levels, are seeing solid 

attendance and exhibit space commitments.  Most organization are hitting their budget 
goals, though expenses remain elevated.

• Membership renewals appear solid with a strong jobs market but passing along dues 
increases is more challenging for both individual and corporate membership.

• Employment trends are suggesting fewer job jumpers for vertical positions, reducing 
some of the pressure on wages – the single largest expense for most NPOs.

• Many clients have expressed concerns about renewals of government grants (Federal 
and Local) given debt/deficit levels.

• Some charitable organizations are seeing a slight drop off in giving from the Pandemic-
level highs bur an improved stock market could bolster year-end giving. Organizations 
are seeking larger, more impactful gits and planned giving.

• The Commercial Real Estate market in DC remains very challenged with varying 
degrees of impact for NPOs (owner/fully occupied, owner with tenants, prospective 
purchasers/sellers, lease negotiations).  DC market heavily influenced by the Federal 
Government which represents 20% of DC office space.

• Higher interest rates are having an impact on taxable and tax-exempt debt and lines of 
credit.  May organizations are considering securities-based lending as a lower-cost, 
more flexible option.
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The “Overcast” Economic Backdrop
• Global equities saw negative performance in August-October, but markets rallied in 

November and are near 2023 highs. 

• We believe bond yields and inflation dynamics have peaked, that consumer spending 
should slow down as economic growth shifts from above trend to below trend, and that 
the key, once again, will be level of earnings growth for corporate America. 

• Near-term risks remain as the lagged effects of tighter monetary policy filter through the 
economy. 

• While recession concerns have recently abated, economic reports continue to show 
signs of moderation with clashes of tailwinds and headwinds causing continued 
volatility and uncertainty with an “overcast” backdrop – not raining, but not sunny.

HEADWINDS

• Resiliency in the economy 
• A consistent move lower in inflation
• Still-healthy jobs market
• Solid consumer spending
• Better-than-expected corporate earnings
• Generative Artificial Intelligence (AI) catalysts

• Slower growth path for China and Europe
• Medium-term effect of the inverted yield curve
• The negative signals from leading economic indicators
• Early signs of “normalization” in the jobs market
• Potential for credit spreads widening
• Heightened geopolitical risk
• US Sovereign Debt servicing concerns
• Leverage and debt refinancing the commercial property 

market.

TAILWINDS

Source: Merrill Chief Investment Office as of 12/5/2023
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Summary of Our Macro Outlook
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US Treasury Bond Yield Curve as of 11/30/23

Source: FactSet, Federal Reserve, J.P. Morgan Asset Management.
U.S. Data are as of November 30, 2023.

U.S. Treasury yield curve

5.4%
5.2%

4.7%
4.5%

4.3% 4.4% 4.4%

4.7%
4.5%

0.2%

0.4%

0.7%
1.0%

1.3%
1.4% 1.5%

1.9% 1.9%

4.8%

4.7%
4.4%

4.2%
4.0% 4.0% 3.9%

4.1%
4.0%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

Dec. 31, 2021

Yield range over past 15 years

3m  1y   2y 3y            5y            7y                   10y                                                                        20y                                                                     30y

Nov. 30, 2023

Dec. 31, 2022

Interest Rates 
are nearly the 
highest they 
have been in 
15 Years.

This has a 
major impact 
for non-profit 
investors.



GLOBAL INSTITUTIONAL CONSULTING | 11GLOBAL INSTITUTIONAL CONSULTING | 11

Employment: No Clear Signs of Stress Yet

• Leading employment indicators like job openings and job quits are weakening and job growth is 
slowing. Historically, a rise in the unemployment rate often creates the negative feedback loop with 
demand and profits that leads to a recession. Still, layoffs and unemployment remain historically low, 
with the unemployment rate hovering between 3.4% and 4% since the start of 2022.

• Private sector payroll growth increased modestly in October with the economy adding 113,000 jobs, 
led by education and health services.  This was below expectations but higher than September job 
growth of 89,000.

• Wage growth has also moderated, as have wage increases for “job-jumpers”.

Data as of September, 2023.
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Consumer Slowing, not Falling
• The US Consumer has remained resilient despite higher rates.  We see two reasons: 1) a higher 

proportion of fixed rate debt vs. floating and 2) a strong balance sheet.
• 85% of all outstanding mortgages in the US are fixed,  at ultra-low rates.   Both debt service and 

financial obligation ratios have risen but remain below pre-COVID levels.
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Spending is Moderating and Delinquencies are Up, For Some
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Corporate Balance Sheets: Some Headwinds, but Manageable

• Despite the fastest hiking cycle in 40+ years, we calculate that the impact to S&P 500 
earnings will be manageable, with over 75% of debt being long-term fixed.  The debt 
maturity schedule for the S&P 500 is also more spread out than it is for smaller 
companies.
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Portfolio Positioning
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2024 Will be a “Foundational Year”, We Believe
Our title for 2024 is “A Foundational Year”. Why? We have six main themes that are 
catalysts for a move from a “tighter” state to a more normal foundation:

• Asset Allocation decisioning and diversification will help portfolio returns in 2024.

• Economic growth, inflation and interest rates normalize.

• The U.S. dollar enters a weak cycle.

• Corporate profit margins and earnings growth remain positive.

• Narrow leadership in the equity markets shifts to broader leadership.

• Negative investor sentiment shifts to a more balanced or constructive viewpoint.

With these foundational elements in mind for 2024, we expect an overall constructive viewpoint 
for both stocks and bonds. 

We expect earnings for the S&P 500 to grow approximately 6% in 2024 to around $235 per 
share with an S&P 500 price target of 5000, which is about 10% higher than early December 
2023 levels.

Our portfolio strategy remains “balanced” while fully invested to start the year, as we believe that 
adjustments below the surface in terms of Value and Growth, Small- and Mid-capitalization 
shares versus Large-capitalization, and U.S. versus non-U.S. (including Emerging Markets) are 
paramount in 2024. 

Source: Merrill Chief Investment Office as of 12/5/2023
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Non-Profit Portfolio Considerations in an Era of Tight Financial Conditions

• Prepare your Committee for portfolio decisions to become more frequent heading toward a 
new market cycle.

• Seek total return opportunities. Dividends and other forms of yield become more important 
as equity market price returns appear more muted compared to the strong gains the last five 
years. 

• Value stocks are still more attractive than Growth, in our opinion.

• Take advantage of higher yields in Fixed Income and consider extending duration if short of 
your benchmark.

• Consider increasing your allocation to active management  relative to indexation. 

• High quality, free cash flow, pricing power, operating leverage, sustainable yields, and 
relative earnings strength are features that are likely to be rewarded.

• Having some allocation to Alternative Investments, for qualified institutions, aimed at the 
purposes of capital appreciation, yield, inflation protection, and non-correlated exposure to 
traditional assets.

• Maintain a longer-term outlook and stay invested in the market. Avoid ad hoc “Market 
Timing” or “suspending” your Investment Policy.
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Recoveries Follow Downturns: We continue to Emphasize Diversification
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Time in the Market Matters
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Summary of Our Tactical Asset Class Weightings as of 12/5/2023

Source: Merrill Chief Investment Office as of 12/5/2023
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Next 5 Years Will be Different, We Believe

Asset Class 1 Year 3 Years 5 Years 10 Years 20 Years
20 Year 

Risk

Russell 1000 Large Cap Growth 26.17 8.93 16.36 14.69 11.24 15.99

S&P 500 Core 13.84 9.76 12.52 11.82 9.73 14.90

Russell 1000 Large Cap Value 1.36 8.27 7.52 8.09 8.02 15.42

Russell 2000 Small Cap Growth -0.83 -4.26 4.16 6.17 7.69 20.29

Russell 2000 Small Cap Value -4.73 6.48 4.72 5.71 7.24 20.00

MSCI All Cap World Index ex US 9.26 1.67 5.06 3.41 5.81 17.09

MSCI Emerging Markets 4.21 -4.04 2.34 2.12 7.00 20.84

Bloomberg Aggregate Bond Index 1.18 -4.48 0.71 1.37 3.03 4.06

ICE BofA 1-3 YR Corp&Gov 3.65 -0.28 1.43 1.15 2.06 1.37
Source: Morningstar Direct
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5000 Years of Interest Rates
• On March 9th, 2020, the 10-year US Treasury hit 0.3%, its lowest level ever. 3 ¾ years later 10-

year yields are above 4.2%, and briefly eclipsed 5% in October, as the pandemic, war, fiscal 
excess, and inflation have caused a dramatic rise in interest rates.
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Fixed Income: Higher Yields and Total Returns Ahead
• The Fed has now raised short term rates 11 times to over 5%.  Historically, after the last hike in the 

previous 7 tightening period, fixed income delivered positive returns in all following 6-month, 1-
year, 3-year, and 5-year periods and fixed income averaged +10% total returns annually in the 
following five years.

*Source: PGIM



GLOBAL INSTITUTIONAL CONSULTING | 24

Fixed Income Valuations as of 11/30/2023

Source: Bloomberg, FactSet, J.P. Morgan Credit Research, J.P. Morgan Asset Management.
Indices used are Bloomberg except for emerging market debt and leveraged loans: EMD (USD): J.P. Morgan EMIGLOBAL Diversified Index; EMD (LCL): J.P. Morgan GBI-EM Global Diversified Index; EM Corp.: J.P.
Morgan CEMBI Broad Diversified; Leveraged Loans: JPM Leveraged Loan Index; Euro IG: Bloomberg Euro Aggregate Corporate Index; Euro HY: Bloomberg Pan-European High Yield Index. Yield-to-worst is the lowest
possible yield that can be received on a bond apart from the company defaulting. *All sectors shown are yield-to-worst except for Municipals, which is based on the tax-equivalent yield-to-worst assuming a top-income
tax bracket rate of 37% plus a Medicare tax rate of 3.8%.
U.S. Data are as of November 30, 2023.
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“Magnificent 7” Have Dominated Equity Markets This Year
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“Magnificent 7” – S&P 500 Index Concentration and Valuation as of 11/21/23
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We Like the “Other 493” Stocks’ Valuations 
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Value is “Cheap” Relative to Growth

Value vs. Growth relative valuations      
Rel. fwd. P/E ratio of Value vs. Growth, 1997 - present          
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Style Current Long-
term avg.* Current Long-

term avg.*
Value 14.15x 14.09x 2.47% 2.58%
Growth 25.70x 20.86x 0.80% 1.33%

Forward P/E Div. yield**

  

 

 

 

 

 

Source: FactSet, FTSE Russell, NBER, J.P. Morgan Asset Management.
(Left) Growth is represented by the Russell 1000 Growth Index and Value is represented by the Russell 1000 Value Index. *Long-term averages are calculated monthly since 
December 1997. **Dividend yield is calculated as the next 12-month consensus dividend divided by most recent price. 
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Small Caps Historically Cheap After Prolonged Underperformance
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International Markets: Outlook Still Cloudy

• Non-U.S. equity markets have given back most of their late 2022/early 2023 outperformance.

• Headwinds include banking sector stress, a positive shift in sentiment on the technology 
outlook, and more recently concerns about China’s growth outlook. 
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Emerging Markets: Strong GDP Growth Projected
• The emerging world now constitutes 40% of global Personal Consumption Expenditure 

(PCE) according to the United Nations. Ongoing convergence with developed 
economies should support GDP growth and corporate earnings over the longer term. 

• Estimates by the IMFcout to 2028 suggest that real GDP growth in Emerging Markets 
(EM) will settle above US and Eurozone real growth. We continue to expect a wide 
return dispersion between individual EM countries and regions.
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India: New Driver of Growth?

Source: J.P. Morgan Asset Management. (Left) FactSet, Oxford Economics. *Estimates are provided by Oxford Economics. Working age population is defined as those aged 15-64. Southeast Asian
countries include Cambodia, Indonesia, Malaysia, Philippines, Singapore, Thailand and Vietnam. . (Right) Brookings Institution. Estimates for regional contribution are from Kharas, Homi. The
Unprecedented Expansion of the Global Middle Class, An Update. Brookings Institution, 2017. Middle class is defined as households with per capita incomes between USD 11 and USD 110 per person per day
in 2011 PPP terms. Data are as of November 30, 2023.
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Historical Return and Risk Profiles*

*Many products that pursue Alternative Investment strategies, specifically Private Equity and Hedge Funds, are available only to qualified investors. Sources: Bloomberg, Refinitiv EIKON, 
eVestment, Cliffwater, National Council of Real Estate Investment Fiduciaries (NCREIF). Data as of March 31, 2023 spanning 07/01/2005 –03/31/2023. Latest data available. Indexes are 
unmanaged and do not take into account fees or expenses. Past performance does not guarantee future results. Please refer to appendix for asset class and sector proxies, index definitions 
and important information.
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Disclosures
This report is designed to assist you in the evaluation of certain securities in your portfolio. Please contact your Financial Advisor if you have any questions 
regarding the information contained in this report. Underlying performance data used in generating this report has been obtained from a third party market data 
provider and, although believed to be reliable, has not been independently verified and its accuracy or completeness cannot be guaranteed. No representation is 
made with respect to the accuracy, completeness or timeliness of this document. Some securities in your portfolio may not be included in this report due to lack of 
data availability.

Please note that when this report provides performance comparisons to a market index, the market index performance does not reflect transaction costs or the 
deduction of fees. It is not possible to invest directly in an index. An investment in the securities comprising an index would require that an investor incur 
transaction costs and/or fees, with a consequent reduction in returns. Allocation models and indexes shown should not be used to benchmark the performance of a 
specific security. Your Financial Advisor can provide further information regarding the particular allocation models and indexes shown, including how the 
composition of an index compares to the individual investments and/or composition of your account or portfolio.

This material is being provided to you upon your request and is for informational purposes only. The information contained herein has been obtained from sources 
or data that we believe to be reliable, but we do not offer any guarantees as to its accuracy or completeness. Market information is subject to change without notice 
and past performance is no guarantee of future results. Neither the information nor any opinion expressed constitutes a solicitation for the purchase or sale of any 
security or other instrument. Merrill Lynch considers your trade confirmations and account statements to be the official documentation of all of your transactions. 
This material is provided for discussion purposes only and does not constitute an offer to purchase any security or investment. An offer of interests in any particular 
investment can only be made pursuant to the prospectus or disclosure document for such investment, which contains important information concerning risk factors, 
performance and other material aspects of the investment and must be carefully read before any decision to invest is made.

Merrill Lynch offers a broad range of brokerage, investment advisory (including financial planning), banking, trust, mortgage and other financial services and 
products. 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. 

This material is provided for discussion purposes only and does not constitute an offer to purchase any security or investment. An offer of interests in any particular 
investment can only be made pursuant to the prospectus or disclosure document for such investment, which contains important information concerning risk factors, 
performance and other material aspects of the investment and must be carefully read before any decision to invest is made.

Asset allocation and diversification do not assure a profit or protect against a loss in declining markets. 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 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. Structured investments may not be suitable for all investors. 

Borrowing against securities may not be appropriate for everyone and should be carefully evaluated before being used. If securities decline in value, the account 
holder may be required to pay down the loan or deposit additional securities as collateral. If they cannot do so, all or a portion of their collateral may be liquidated 
and the proceeds used to pay down the loan balance. A forced liquidation could also have adverse tax consequences or trigger potential capital gains taxes.

Any information presented about tax considerations affecting client financial transactions or arrangements is not intended as tax advice and should not be relied on 
to avoid any federal, state or local 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.
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