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Some improved economic data helped stocks move higher yet again last week. In
one of the least volatile trading weeks in some time, the Dow Jones Industrial
Average climbed 0.4% to 8,799, the S&P 500 Index rose 0.7% to 946 and the Nasdaq
Composite gained 0.5% to close at 1,859.

While it would be premature to suggest that the economy has stabilized, recent 
data have shown signs of improvement. The pace of job losses has moderated, 
manufacturing activity has picked up and productivity measures have been trending
higher, which is good news for corporate profits, inflation and overall growth. Even the
housing market has been showing signs of life as both new and existing home sales
increased in recent readings. As economic conditions have started to improve, there
has been a corresponding increase in expectations that the Federal Reserve will begin
to increase interest rates. In our opinion, such expectations are premature. While it is
true that some areas of the economy have begun to recover, these improvements are
starting from deep recessionary levels and, in our opinion, the current environment is
still more deflationary than inflationary. The outlook for corporate earnings remains
uncertain, many companies are still struggling with the possibility of bankruptcy and
we anticipate at least several more months of job losses. As a result, we expect the
Fed will remain on hold until clearer evidence of an economic recovery emerges. 

In many ways, financial markets have been following the typical pattern associated
with economic recoveries. The stock market has been rising, with those sectors
that underperformed the most during the downturn now leading the pack. Credit
spreads have been tightening, government bond yields have been rising and 
commodity prices have advanced. One unusual aspect of the current advance in
equity prices, however, is that the rally has been remarkably smooth and fast. As
a result, we would argue that there is a high likelihood of some profit-taking and
some sort of near-term correction that would allow the market to catch its breath
before moving noticeably higher.

In addition to the belief that we may be overdue for a pullback, there are some other
risks that we think are worth mentioning. High deficit levels are a concern and we
expect that higher tax levels are almost certainly forthcoming. The rise in oil prices
and the weakness of the dollar also bear watching. From a technical perspective,
we would also point out that the pace of increase has slowed in recent weeks and
that volume has diminished, which suggests that momentum is waning. On balance,
we expect that stocks will continue to grind higher over the course of 2009, but
not without some fits and starts along the way. At the beginning of the year, one
of our predictions was that stocks would experience double-digit gains in 2009.
From this vantage point, we continue to believe that this prediction will come true
for the S&P 500 and for most other equity markets around the world.
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to be relied upon as a forecast, research or investment advice, and is not
a recommendation, offer or solicitation to buy or sell any securities or 
to adopt any investment strategy. The opinions expressed are as of
June 15, 2009, and may change as subsequent conditions vary. The 
information and opinions contained in this material are derived from 
proprietary and nonproprietary sources deemed by BlackRock to be reliable,
are not necessarily all-inclusive and are not guaranteed as to accuracy.
Past performance is no guarantee of future results. There is no guarantee
that any forecasts made will come to pass. Reliance upon information in
this material is at the sole discretion of the reader. Investment involves
risks. International investing involves additional risks, including risks related
to foreign currency, limited liquidity, less government regulation and the
possibility of substantial volatility due to adverse political, economic or
other developments. The two main risks related to fixed income investing
are interest rate risk and credit risk. Typically, when interest rates rise,
there is a corresponding decline in the market value of bonds. Credit
risk refers to the possibility that the issuer of the bond will not be able
to make principal and interest payments. Index performance is shown
for illustrative purposes only. You cannot invest directly in an index. 
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