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executive summary
Don’t Ignore the Upside. While the coming year brings with it many 

of the same risks faced by investors in years past, perhaps the 

biggest challenge will come from making sure investors are not 

missing out on the upside. While the potential pitfalls are many, we 

believe the opportunities could outshine the risks. Below, we offer 

insight on the critical issues and questions facing investors:

Fiscal Cliff. A huge policy blunder has been averted (for now), but fiscal 
tightening will take place. With additional negotiations to come, markets 
will be volatile, but long-term investors could find buying opportunities. 

US Economy. the united states will maintain slow but positive growth, 
much like in 2012, but should not enter a new recession. look for 
stronger growth as the year progresses.

Interest Rates and Inflation. the 10-year us treasury yield should 
gradually rise through 2013 to 2.25%. Inflation should remain in the 2%  
range unless growth or oil prices spike.

Europe. the european central Bank (ecB) changed the game by taking 
the risk of banking collapse off the table. But key reforms are likely a 
year or more away. In the meantime, growth is elusive.

China and Emerging Markets. china and emerging markets regain  
their growth trajectories in 2013, helping cushion any weaknesses in the  
united states and europe.

Risk-On/Risk-Off Redux? Markets are likely to remain volatile early in the 
year, but should respond more to fundamentals as clarity emerges.

US Stock Market. While risks are elevated and valuations are relatively 
high, we still see opportunities, particularly in us mega caps.

Global Stocks. emerging markets offer faster growth, cheap valuations, 
lower inflation and relatively muted volatility.

Fixed Income. What used to be “risk free” (i.e., treasuries) has actually 
become risky. over the long-term, we suggest migrating toward credit sectors.

High Yield Bonds. Investors should consider diversifying their exposures 
in high yield to include loans and secured credit. the asset class continues 
to offer compelling yield and return potential, and default rates remain low.

Municipal Bonds. Municipal bonds offer compelling taxable equivalent 
yields in the face of higher taxes. Munis are unlikely to lose their tax-
exempt status.

Volatility. Alternative asset classes and strategies are increasingly 
mainstream and offer the opportunity to enhance portfolio diversification.
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Investing in 2013

SO WHAT DO I DO WITH MY MONEY?TM

3 investment actions for 2013

1 rethink fixed 
income in the 
new world. 2 find growth  

amid volatility. 3 cast a wider  
net for income.

RELATED RESOURCES:
slow turn ahead 
the latest publication from the 
BlackRock Investment Institute 
provides a more in-depth discussion  
of the global trends that may drive 
financial markets in the coming year.

Investors benefited in 2012 with posItIve peRfoRMANce 

across most asset classes, even in the shadows of the eurozone 

crisis, softening growth in china and ongoing us fiscal problems. 

thank the expansion of global monetary policy accommodation 

for the disconnect between financial market performance and 

these more challenging fundamental issues. 

for 2013, it seems the worst consequences of the us fiscal 

problems can be avoided. As such, we expect sloW But 

posItIve gRoWth in the united states, another tough year 

for europe, but improving conditions in emerging markets. In 

the near term, volatility will likely remain high, but conditions 

may gRAduAlly IMpRove As MoRe clARIty eMeRges.  

In the following pages, we provide our best answers to 12 critical 

issues and questions looming over the coming year, and offer 

investment ideas for investor portfolios.

http://www2.blackrock.com/global/home/BlackRockInvestmentInstitute/2013-Investment-Outlook/index.htm
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 12 critical Answers  
for the year Ahead

The New Year began with Congress finally agreeing to a partial deal to avoid  
(or at least delay) the worst of the much-discussed “fiscal cliff” of scheduled 
tax increases and spending cuts. However, given the need for additional 
negotiations, expect market volatility and an additional drag on the economy. 

the fiscal cliff deal agreed to in the early morning of the New year is better than 
nothing, but its limited scope and the need for additional negotiations will likely 
translate into a drag on the us economy and increased volatility for financial 
markets. specifics of the deal include a permanent extension of the Bush-era tax 
rates for individuals with income up to $400,000 and couples with income up to 
$450,000 and a permanent maximum 15% tax rate on dividend income and capital 
gains for individuals and couples in those same tax brackets, with a 20% rate  
for those with higher incomes. In addition, the Alternative Minimum tax gets a 
permanent patch, unemployment benefits were extended for another year and, the 
scheduled spending cuts known as the “sequester” were delayed for two months. 

significantly, the deal did not include an extension of the payroll tax holiday, any 
entitlement reform, any restructuring of personal or corporate tax codes or any 
increase of the debt ceiling. the agreement does mitigate the full impact of the 
scheduled tax hikes and spending cuts, but it is largely incomplete in many ways. 
the compromise will still produce a modest fiscal drag, fails to address the longer-
term budget challenges facing the united states (see chart), and leaves the debt 
ceiling as an unresolved, near-term issue. on the other hand, near-term volatility 
could represent good buying opportunities for investors with longer time horizons.

how will the fiscal cliff, 
tax issues and spending 
policies be resolved?

 “
  Near-term volatility 

could represent  

good buying  

opportunities for  

investors with longer 

time horizons .”
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We project US growth will remain slow, but positive (much like 2012). As it seems 
the worst-case fiscal cliff scenario has been averted, we do not forsee another 
US recession in 2013.

While we do not believe the us economy will revisit recession in 2013, a big risk 
exists if a prolonged debt ceiling fight undermines confidence, or, in the worst case 
scenario, cannot be resolved and leads to more fiscal drag. Indeed, our base case 
calls for a continuation of a slow recovery with more risks in the early part of the 
year (related to the fiscal cliff issues) and increased growth potential as the year 
progresses. the risks to this outlook are similar to the 2012 pitfalls, with domestic 
policy mistakes around taxation and spending dominating our concerns. however, 
importantly, some of the global risks have lessened, such as a hard landing in 
china and an outright collapse of the eurozone, which contributes to our relative 
optimism on the us economic outlook. 

overall, we would forecast a growth rate in the united states of around 2% for  
2013 (see the following chart). speed bumps to faster growth, such as consumer 
deleveraging and fiscal tightening, will prevent growth from accelerating too quickly. 
however, the economy should get a boost from a strengthening housing market 
and a robust us energy sector.

is the United states 
bound for another 
recession, or could  
we see a return to 
stronger growth? 

the Us economy is on a 2% growth Path

2

Barring a debacle in the looming debt ceiling debate, interest rates should 
modestly rise through 2013, targeting 2.25% on the 10-year Treasury by year 
end. Inflation should remain in the 2% range unless growth or oil prices spike.

our outlook for interest rates in 2013 pivots on the outcome of the looming debt 
ceiling debate, in which we continue to anticipate an avoidance of at least the 
worst case scenario that replays the 2011 debacle. this outcome would support 
a modest rise in rates through the year to 2.25% for the 10-year us treasury. 
continued fed policy accommodation likely limits the scope for much more in 
increases in 2013. however, were policymakers to fail to come to an agreement 

is there any chance of 
higher inflation or rising 
interest rates?
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 “
 Interest rates should 

modestly rise through 

2013, targeting 2.25% 

on the 10-year Treasury 

by year end.”

The ECB changed the game by taking the most extreme risks of a banking 
collapse off the table. But key reforms are likely a year or more away. In the 
meantime, growth is elusive.

ecB president Mario draghi, backed by germany, changed the game by pledging 
to do whatever was necessary to save the euro, in part by buying short-term bonds 
of peripheral countries such as spain and Italy. In the middle of 2012, president 
draghi, when referring to the ecB’s plans, stated, “Believe me, it will be enough.” 
for the time being, we’ll take him at his word. (see chart showing when president 
draghi made his commitment.). furthermore, the latest iteration of the greek debt 
bailout clearly indicated the desire of europe to keep greece in the eurozone, 
alleviating, for the time being, fears of a greek exit (or “grexit”) that had plagued 
europe and financial markets earlier in the year.

the ecB action bought politicians time and mitigated the risk of a crisis. however, 
these ecB Band-Aids are just that. It is not a solution to the longer-term financial 
and economic problems of the eurozone. Indeed, most of the key reforms have yet to 
be enacted and probably will not be until after the german federal elections in the fall.  

In the meantime, growth will be elusive. policymakers have been effective at 
avoiding Armageddon, but less adept at promoting an economic recovery. this has 
led to extremely cheap valuations of european companies, especially ones that 
derive much of their revenues and profits from overseas. Another potential booster 
for european risk assets: the continent’s woes are well known, so a little progress 
would go a long way toward changing investor sentiment.

on the postponed spending cuts necessary to reach an agreement on raising the 
debt ceiling, it is likely that interest rates would remain low for longer amid the 
extended economic uncertainty. on the other hand, the outlook for inflation 
appears more clearly benign, excluding the volatile food and energy components. 
We expect inflation will hold steady at least for now given the lack of wage and 
benefit pressures and the subdued growth environment.

ultimately, we believe the fiscal policy negotiations will be concluded positively  
(if not without attendant political drama that may lead to short-term bouts of 
uncertainty). leaving our base case as 2% economic growth. combined with the 
reduction in risks of a eurozone breakup and a china economic “hard landing,”  
the flight-to-safety into treasuries should subside in 2013, leading to our view  
for modest increases in interest rates. however, amid the continuing subpar 
recovery and weak job market, we believe the federal Reserve will maintain its 
latest form of “open ended” quantitative easing that supports financial market 
asset inflation and continued low interest rates.

finally, we highlight the risk to our outlook for modestly increasing rates. for the 
past several years, expectations for rising rates have been dashed as external 
risks led to heightened economic uncertainty, increased demand for treasuries, 
and more federal Reserve bond buying. our forecast for higher rates in 2013 is 
more modest than in the past, reflecting these concerns. yet rates could end up 
even lower in 2013 under the alternative scenarios of self-inflicted fiscal policy 
damage, or if yet another bout of external risk, whether from europe, the Middle 
or far east or other “hotspots,” were to again arise.

resolution or 
dissolution: what’s  
next for europe? 

4
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 “
  Investors in the US 

and around the globe 

should be encouraged, 

as a continuation of 

these trends should 

provide some cushion 

against weaknesses in 

the US and Europe.”

China and other emerging markets should regain their growth trajectories in 
2013, helping cushion any weaknesses in the US and Europe. 

Recent evidence has pointed to improving economic conditions in emerging markets 
in general and in china specifically. emerging markets growth has stalled on a 
relative basis in recent years, but given our views that many of the macro risks are 
receding, we expect emerging markets to regain momentum. We expect Brazil and 
India to see modest improvements in growth. As both countries suffer from micro-
economic headwinds, a more substantial acceleration will be dependent on more 
structural reforms. china, in particular, is staging a recovery, with manufacturing 
and retail sales accelerating and exports appearing to stabilize (see chart below). 
taken together, investors in the us and around the globe should be encouraged, 
as a continuation of these trends should provide some cushion against 
weaknesses in the us and europe. 
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what about china and 
emerging markets? will 
they be the growth 
drivers they were in the 
past, or will challenges 
and risks overcome 
these markets? 
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china’s new generation of leadership is being formed just as the nation seems to 
be turning a corner from seven quarters of economic slowdown. Investment and 
easing monetary policy has assisted the turn in the economy, helping push fourth 
quarter 2012 economic indicators into positive territory versus 2011. Whether such 
performance can be maintained over the long run depends critically on policy 
choices of the incoming party leadership. 

change will come slowly. In March 2013, the official growth target will likely be  
set at 7% at the National people’s congress conference. Additionally, reform and 
policies need to be implemented to empower chinese consumers. drawing lessons 
from previous power transitions, significant macroeconomic policy and reforms 
likely won’t be introduced until late in 2013. longer term, the outlook for china will 
depend critically on the pace and ambition of these longer-run structural reforms 
in china that are required to wean it from its traditional reliance on exports and 
investment-led growth toward a more balanced and sustainable growth dynamic. 
But the current trajectory suggests that china should support—rather than 
drag—global growth for the coming year.

2012: a year of “risk-on” then “risk-off”

“  Change will come 

slowly, but the  

current trajectory 

suggests that China 

should support—

rather than drag—

global growth for  

the coming years.”
With continued budget negotiations, markets are likely to remain volatile early in 
the year, but should respond more to fundamentals if risks are averted. 

Although 2012 was a year in which major catastrophes were avoided, it remained a 
year of “risk-on/risk-off” trading as investors continuously reacted to developments 
in europe early in the year and political trends in the us as the year drew to a close. 
the chart below shows that while stocks rose over the course of 2012 and fixed 
income rates fell, it was hardly a smooth ride. An early-year rally bled into mid-
year fear-induced risk aversion that ultimately morphed into mixed performance. 

In the near term, until we see more clarity on the united states’ budget problems, 
we expect markets will remain volatile. however, with several of 2012’s risks 
assuaged as we enter 2013, investors could see a more positive trend for the  
stock market and risk assets in general.

will 2013 see a replay  
of the “risk-on/risk-off” 
trends of 2012?
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While risks are elevated and valuations for US equities are relatively high,  
we still see opportunities, particularly in US mega caps.

We generally like equities for 2013, but we are not enamored. us companies sport 
the best metrics globally, enjoy record profit margins and have been on a long-
term run of outperforming other markets. In our view, this trend of outpacing  
other developed markets may be nearing an end. this is not to say, however, that 
opportunities cannot be found in us stocks—in particular, we have a favorable 
view toward the largest us equities.

Mega caps in the united states outperformed other styles in 2012, yet still appear 
cheap by most metrics (see chart). In addition, they are still the most profitable 
segment of the market with a return-on-equity in excess of other styles, and many 
offer dividends that have room to rise. And this group offers an interesting defensive 
play given its exposure to faster growing international markets, making it less 
sensitive to changes in domestic growth. 

As an additional consideration, if policymakers cannot resolve the postponed 
budget issues, we would expect a sell-off in risk assets. In this context, for 
investors worried about ongoing fiscal problems or any other shock-induced 
slowdown, us mega-cap companies look less vulnerable than other styles, 
particularly mid and small caps.

what is the outlook  
for Us stocks? where’s 
the best place to find 
investment opportunities 
in this market?

7
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long-term stock Performance:  
emerging markets oUtPerform develoPed
Performance of msci em vs. msci world, 2002–2012

Our favorite long-term theme is emerging markets (EMs) for faster growth, 
cheap valuations, lower inflation and more muted volatility.

outside the united states, we favor smaller developed countries and select 
opportunities in northern europe. But our favorite long-term theme is emerging 
markets. despite trailing in 2012, investors should consider sticking with eMs for 
four reasons: faster growth (see chart), cheap valuations, lower inflation and lower 
relative volatility. 

starting with growth, we don’t expect eM countries to return to their 2010 pace 
anytime soon (or, in the case of china, ever). that said, while we expect slower 
growth, the ratio between emerging market and developed market growth is likely 
to remain firmly in favor of eMs. developed countries continue to struggle with the 
three d’s—deleveraging, debt and demographics. In comparison, eM economies 
are less encumbered by debt, enjoy more sustainable fiscal policies and, for the 
most part, have much more favorable demographics.

despite this advantage, eM stocks are trading at a significant discount—over 
20%—to developed market equities. historically, this has represented a good 
entry point.  Additionally, we would argue that while still more volatile in an 
absolute sense, the relative volatility between emerging and developed market 
assets is converging. We expect this trend to continue, and to the extent that the 
relative risk of eM assets is dropping, investors should consider increasing 
allocations to this area of the market.

of course, investors need to remember that emerging markets carry with them 
some specific risks, including those related to foreign currency, limited liquidity, 
less government regulation and the possibility of substantial volatility due to 
adverse political, economic or other developments.

where’s the best  
place to be in  
global equities?

8

Source: Bloomberg, as of 12/31/12. Past performance is no guarantee of future results. It is not possible to invest directly 
in an index. Emerging markets represented by MSCI EM Index, developed markets represented by MSCI World Index.
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“  Despite trailing in 

2012, investors should 

consider sticking  

with the EM theme 

for four reasons:  

faster growth, cheap  

valuations, lower 

inflation and lower 

relative volatility.”
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The secular bull market in Treasuries is over and what used to be “risk free” 
(i.e., Treasuries) has actually become risky. Over the long term, we suggest 
migrating toward credit sectors.

As discussed earlier, our core outlook calls for a modest increase in rates, but the 
risk scenario of lower rates (after experiencing it for each of the past three years)
has to be acknowledged. sticking with traditional core fixed income like us 
treasuries offers a tactical safe-haven for “flight-to-safety” markets. Resolution 
on the budget issues, however, likely relieves investor uncertainty and would help 
lift interest rates (and stock prices). hence, on a portfolio basis, adding interest 
rate risk to hedge risk asset positions makes sense given the uncertain outcomes, 
but over the course of the year too much exposure to interest rates will lead to a 
drag on portfolio performance.

over the longer term, investors should be reducing the proportion of their fixed 
income portfolios allocated to interest-rate-sensitive sectors. central bank 
monetary stimulus will keep rates low for the foreseeable future, but we believe 
the bias—and risk—has shifted to the other direction. going forward, rates should 
climb, assuming modest growth in the united states and a reduction in external 
stresses such as the eurozone crisis and internal us fiscal uncertainties. specifically, 
we expect interest rates to rise modestly through 2013 to around 2.25% for the 
10-year us treasury. Along the way, the looming debt ceiling debate, along with a 
host of other uncertainties, will mean a considerable range in rates, potentially as 
large as 50 basis points on either side of that 2.25% forecast.

Although modest, such an increase in rates highlights the risks in longer-duration, 
interest-rate-sensitive fixed income such as government bonds. those investments 
can be replaced by fixed income sectors offering a better balance of risk and 
reward: credit areas such as corporate, high yield and municipal debt, emerging 
markets and the credit segments of the mortgage markets. Investors can reduce 
interest rate sensitivity by allocating away from traditional “benchmark” style  
core mutual funds and toward “flexible” style funds that have greater capacity  
to reduce interest rate risk and access the range of credit risk sectors.

is the 30-year bond bull 
market over? how should 
investors position their 
fixed income portfolios?
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“  Going forward, rates 

should climb, assum-

ing modest growth in 

the United States and 

a reduction in exter-

nal stresses such as 

the eurozone crisis 

and internal US  

fiscal uncertainties.”
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high yield still has room to rUn

High yield still looks attractive as yields continue to more than adequately 
compensate for risks. The asset class continues to offer compelling yield  
and return potential, and default rates remain low. However, valuations in 
traditional high yield bonds are not as attractive as in recent years, limiting 
return potential in 2013. Investors should consider diversifying their exposures 
in high yield to include loans and secured credit. 

Broadly, today’s tremendously accommodative monetary environment supports 
corporations’ access to debt markets and refinancing options. that helps keep 
default risk low, which offsets the risks of owning credit instruments. We expect 
default rates to remain low even in a weak growth environment. corporate default 
risk is lessened as virtually all of the high yield borrowers have accessed the 
market to refinance debt, reducing interest expense, extending maturities and 
bettering their terms.

furthermore, many of the weakest companies (as well as most aggressive lenders) 
were wiped out in the 2008–2009 financial crisis, leaving behind a market with 
overall stronger balance sheets, enabling them greater ability to weather an 
economic downturn. that doesn’t mean high yield won’t have its bouts of risk-off; 
less cushion in the form of lower yields in 2013 means a need to be more tactical 
with the asset class than in past years. lower starting yields and higher starting 
prices means lowering asset class return projections in 2013 from the past few 
years of double-digit returns into the mid to high single digits for 2013.

As such, investors should consider diversifying their exposures in high yield to 
include loans and secured credit. these offer yield at more compelling valuations 
than typical high yield bonds. overall, while likely generating lower returns in 2013, 
the high yield, loan and secured bond asset classes still offer attractive yields in 
the context of ample global liquidity that keeps default risk at bay in 2013.

are we coming to the 
end of the bull market 
for high yield?
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“  High yield still looks 

attractive as yields 

continue to more than 

adequately compen-

sate for risks.”
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what about municipals? 
following a strong run, 
will new risks sink 
opportunities in munis? 

11
Municipal bonds offer compelling taxable equivalent yields in the face of higher 
taxes. Despite chatter in Washington, munis are unlikely to lose their tax-exempt 
status. 

Municipal bonds offer compelling taxable equivalent yields in the context of higher 
taxes. While suggestions of eliminating or limiting the sector’s tax-exempt status 
continue to surface in the headlines, we believe investors shouldn’t be scared off. 
In fact, we think broader tax reform will be difficult to achieve given how rancorous 
the negotiations have been between congress and the president. these rumblings 
are nothing new, and while we believe there could be adjustments, we do not 
believe the tax exemption will be eliminated. such a change would severely impair 
municipalities’ ability to fund their operations and sustain their communities. 

for investors seeking income and safety, we believe tax-exempt municipal bonds  
offer value relative to us treasuries, for example. today, investors can obtain a 
significantly higher yield from an index of general obligation municipal bonds than 
from a comparable index of long-dated treasuries (see chart below). We believe an 
investment in municipal bonds is perhaps the best way to keep more of what you earn. 

Investors should remember that there may be less information available on the 
financial condition of issuers of municipal securities than for public corporations. 
Additionally, the market for certain types of municipal bonds may be less liquid 
than for taxable bonds and a portion of municipal bond income may be taxable 
(specifically, some investors may be subject to Alternative Minimum tax (AMt)  
and capital gains distributions, if any, are taxable).

50

100

125

75

R
AT

IO

150

175%

10-Year Average

2007 2008 2009 2010 2011 2012

mUniciPal bonds are oUtyielding treasUries
10-year muni-to-treasury yield ratios, 2007–2012

Sources: J.P. Morgan and Bloomberg. 
Notes: Daily yield on 10-year, AAA municipal bonds vs. yield of 10-year US Treasuries, as of 12/31/12.



[ 1 4 ]   w h a t ’ s  n e x t  i n  2 0 1 3 ?

how can i further 
mitigate volatility  
in my portfolio?

12
Alternative asset classes and strategies have become mainstream and offer 
the opportunity to enhance portfolio diversification. We suggest investors 
consider professionally-managed, flexible mandates that allow portfolio 
managers to take advantage of tactical opportunities.

With volatility a central risk to investor portfolios given the uncertain fiscal, economic 
and regulatory world, it pays to consider a wider array of options to achieve your 
goals. Indeed, alternative investments are just that—alternatives to traditional 
stock and bond investments based on the fact that they tend to behave differently 
in a portfolio. 

While alternatives historically have been available only through unregistered 
private funds (which still have a role for many investors), today they are also 
available through a relatively new innovation: alternative open-end mutual funds. 
Mutual funds are designed to provide the benefits of daily liquidity, high levels of 
transparency and low investment minimums. Increasingly, a number of mutual 
fund providers have been offering funds that provide all of these benefits while 
also offering exposure to alternative strategies, such as flexible mandates, long/
short investments, real estate and commodities.

All investments entail risks, and alternatives have a few of their own. Investments 
such as hedge funds and private equity funds often engage in speculative invest-
ment approaches, and in seeking out high levels of return, can entail heightened 
risk (including the potential for losses that exceed the principal amount invested). 
Also, these investments usually do not provide regular pricing or valuation and 
often employ complex tax structures. More generally, some alternative invest-
ments have experienced periods of extreme volatility.

alternatives for all investors

open-end mutual funds registered closed-end/Private funds Unregistered Private funds

accessibility No/low barriers  
to investing

typically requires $1 million or more  
in net worth

usually requires $5 million  
or more in investable assets

investment  
Universe

More constrained by  
regulatory restrictions

Broader opportunity set largest opportunity set

transparency high Moderate to high typically limited

minimums low
(typically starting at $1,000)

Moderate
(typically $10,000 to $50,000)

high
(typically $100,000 or more)

liquidity daily periodic (typically monthly to quarterly) periodic (typically quarterly or longer)

fees Management fee  
+ other expenses

Management fee + other expenses; may  
be distribution and/or performance fees

Management fee + other expenses; likely  
to be distribution and performance fees

access, transparency, liquidity greater Potential for excess returns

Source: BlackRock.
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for better or worse, we believe 2013 is likely to be a year when the markets’ fate 
will once again rest largely in the hands of politicians and policymakers. Avoiding a 
budget agreement failure, coupled with real progress on the long-term us fiscal 
outlook, and structural reforms in europe, could unleash corporate spending, risk 
taking and help restore some investor confidence. for now, we remain cautiously 
optimistic, but are cognizant that the hard work needed to restructure the global 
economy remains. given this outlook, we offer ideas for turning our “12 Answers” 
into solutions for investor portfolios.

THREE INVESTMENT ACTIONS FOR 2013

1 2 3

turning Answers Into 
Investment Actions

rethink fixed income  
in the new world 
Allocate to flexible core  
bond alternatives 

}		core allocations have overly 
concentrated interest rate risk 
with limited upside potential.

Increase exposure to  
credit sectors

}		high yield, bank loans, emerging 
markets debt, municipals and 
other areas of the market can 
offer enhanced yield, income, 
return and diversification 
opportunities.

Seek out non-correlated sources  
of return

}		look for strategies that can 
increase diversification and 
smooth volatility.

find growth amid volatility
Invest in high-quality dividend 
paying equities from around  
the world

}		expand exposure to international 
stocks, including emerging 
markets and us companies with 
international exposure. gain 
exposure to smaller developed 
markets as well.

Allocate to flexible, unconstrained 
strategies 

}		look for global return  
opportunities across asset  
classes and geographies.

Build a portfolio to manage  
volatility

}		volatility eased but will remain  
high relative to historic levels; 
delivering a “smooth ride” through 
diverse sources of return will  
be critical.

cast a wider net for income
Look beyond traditional income 
sources to build a diversified,  
risk-managed income portfolio

}		consider dividend-paying  
equities and flexible income-
oriented investment strategies  
to diversify sources of income.

Construct diverse sources  
of income streams within  
fixed income

}		high yield bonds continue  
to look attractive over the  
long-term, as do bank loans  
and structured bonds.

Increase allocations  
to municipal bonds

}		Muni bonds offer compelling 
taxable equivalent yields in the 
face of higher future taxes.
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our responsibility to help investors of all sizes succeed in the New World  
of Investing. We were built to provide the global market insight, breadth  
of capabilities, unbiased investment advice and deep risk management 
expertise these times require.
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Investing with BlackRock gives you access to every asset class, geography 
and investment style, as well as extensive market intelligence and risk 
analysis, to help build the dynamic, diverse portfolios these times require.  

The Best Thinking You Need to Uncover Opportunity
With deep roots in all corners of the globe, our 100 investment teams in 27 
countries share their best thinking to translate local insight into actionable 
ideas that strive to deliver better, more consistent returns over time.

The Risk Management You Need for Peace of Mind
With more than 1,000 risk professionals and premier risk management 
technology, BlackRock digs deep into the data to understand the risk that 
has to be managed for the returns our clients need and bring clarity to the 
most daunting financial situations. 
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