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Summary (1) Bankof America
Merrill Lynch

• EL) securitisation can be divided between:

• cash placed (distributed with investor) transactions and

• retained (for ECB or other repo financing) transactions.
• synthetic securitisation for risk transfer purposes
• Today, majority of EL) securitisations are funding transactions, as opposed to the funding-and-risk- 

transfer transactions of the past.

• EL) securitisation market is contracting rapidly, with net negative supply and shrinking investor 
base, largely due to:

• punitive regulatory framework;
• favourable regulatory treatment of competing funding and investment instruments (covered bonds, loan 

portfolio sales, ECB funding);
• constraints on its ability to capture the benefits of the securitisation technique (risk transfer, reach to wide 

investor base, self-liquidating financing, asset reduction);

• lack of ‘level’ playing field across different funding and investment instruments (covered bonds, whole 
loan sales, direct lending by traditional investors, etc.).
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Summary (2)
Bankof America
Merrill Lynch

• EU securitisation market is needed to help:

• provide funding for banks, corporates and SMEs by ‘liquifying’ illiquid loans;
• access a wider range of investors even under stressed market conditions;

• allow long-term investors, such as pension funds and insurance companies, another route to provide 
capital to the real economy;

• provide desired investment instruments to a wide range of investors;
• support banks to distribute risks, reduce assets, access funding, improve balance sheets;

• facilitate the development of a capital markets union (CMU) in the EU;

• facilitate the monetary policy of ECB.

• EU securitisation market has a strong track record in:

• providing finance to the real economy
• maintaining strong credit performance

• attracting good level of liquidity
• furnishing diversification of funding and investment opportunities

• complimenting other forms of secured funding and investments (covered bonds, secured loans)
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SF new issuance volume - a longer term view Bankot America ^
Merrill Lynch

Issuance by asset class(€bn), as of 2015ytd

■ ABS non-SMECDO ■ SME I CMBS bCORP RMB5

Issuance by country (€bn) as of 2015ytd
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Placed vs. retained transactions vs. BWIC flows Bankof America ^
Merrill Lynch

Primary market, €mn BWIC volumes, €mn

2014 2015

Assumed Assumed
Assumed placed Total Assumed placed Total
retained (incl.private) 2014 retained (incl.private) 2015

ABS 27,105 17,572 44,678 25,871 20,719 46,590

RMBS 73,493 24,023 97,516 27,279 32,606 59,886

SME 26,816 1,581 28,397 24,674 2,161 26,835

Sub-total 127,414 43,176 170,591 77,824 55,487 133,311

CLO 14,569 14,569 14,145 14,145

CMBS 4,122 4,122 5,487 5,487

Corp 7,360 7,360 6,591 6,591

Sub-total 26,051 26,051 26,223 26,223

Total 127,414 69,227 196,642 77,824 81,710 159,534

2012/9 2013 2014 2015/10

RMBS, ABS & SME CLO
)f which:

17,587 27,964 40,375 29,603

UK Prime RMBS 3,895 5,631 7,497 3,774

Dutch Prime RMBS 917 878 2,320 1,738

Spanish Prime RMBS 2,352 3,516 7,615 7,052

Italian Prime RMBS 820 2,458 2,574 3,203

Auto ABS** 1,253 1,390 749 1,575

SME CLO 1,026 1,156 1,426 380

Other RMBS/ABS* 7,324 12,936 18,193 11,880

.everaged loan CLO 5,025 8,099 7,267 5,742

CMBS 4,603 6,985 6,410 4,838

Total 27,215 43,047 54,052 40,183
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Covered bond supply Bankof America ^
Merrill Lynch

■ Australia ■ Austria

■ Germany ■ Greece

■ Portugal ■ Spain

■ Belgium 

□ Ireland

■ Sweden

Canada 

■ Italy 

Switzerland

■ Czech Republic

■ Luxembourg

■ United Kingdom

Denmark 

■ Netherlands 

United States

■ Finland 

New Zealand

2015

France 

■ Norway

б
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Should covered bonds price inside the sovereign? Bankot America ^
Merrill Lynch

Germany The UK

--------- Sov CDS Bank CDS Sov Debt Covered Bonds Bank (Snr)

Sov CDS Bank CDS Sov Debt Covered Bonds Bank (Snr) RMBS AAA

Spain The Netherlands
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The macro picture Bankot America ^
Merrill Lynch

EU aggregate MFI 
balance sheet

Assets
Loans to financials ex. 
MFIs and ICPF €ltn

Loans to non
financials €4.3tn

Loans to HH: cons, 
credit €5.3tn

Loans to HH: house 
purchase €3.9tn

Loans to HH: other 
€0.8tn

Source: ECB

NPL
O/s €1.2tr

Source: PWC

Non-core portfolios 
and businesses, NPLs 

TBD?

Asset-based
Finance

CBs(2014)
Total o/s €2.5tn:
• Public sector 0.4tn
• Mortgages €2.1tn
• Ships €9.8bn
• Other Clbn

Public placement €1.9tn
• Benchmark 

(>€500mn) €1.5tn
• Benchmark 

(<€500mn) €275bn
Private placement €694bn

Source: ECBC

Securitisation (2Q15)
Total o/s €1.3tn:
• ABS €195bn
• CDO/CLO ClOObn
• CMBS€83bn
• RMBS €789bn
• SME €97bn
• WBS/PFI $72bn

Issuer Investor
Considerations Considerations

Balance sheet treatment 
Regulatory capital 

Leverage ratio 
NSFR 
LCR

Funding diversity 
Capital 
TLAC

Trading book review 
Market liquidity

Publicity
Positive and Negative

Transparency/disclosure 
Data protection 

Attestation

Yield
Capital

Market liquidity 
Broker/dealers 

availability 
Regulatory liquidity 

Bond optionality 
Legal framework 
Systemic support

Operational 
requirements 
Due diligence 

Cost base

Validation, assessment, 
certification, audit

ECB and EC action / inaction

Regulatory oversight, System efficiency 
Cost overlay, Public support
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Covered bonds

Assets Structures

Residential 
mortgage loans

Commercial real 
estate loans

Public sector debt

Shipping loans 
Aircraft leases

SME loans

MBS (legacy)

Banks and bank 
subsidiaries

Traditional CB (special 
law based)

Structured CB 
(contract law)

UCITS-compliant 
(EU, non-EU)

CRR compliant 
(Labelled CB)

Mortgage pass-through 
bonds

Balance sheet or SPV 
structure

Conditional pass
through CB

Dual - recourse bonds ?

Bankof America ^
Merrill Lynch

Regulation Pros/Cons

Preferential capital 
treatment under CRR & 

Solvency 2

Preferential liquidity 
treatment under LCR

Preferential operational / 
investment regime

Preferential ECB treatment

Multiple assets, structures, 
products and legal 

frameworks

Credit history - no defaults, 
result of bail-outs, 

sovereigns caps, bank 
downgrades, rating 

methodology changes, and 
systematic support (i.e. 

European champion)

Systemic risk / reputation 
(too-big-to-fail)

Asset encumbrance/ 
financial flexibility

Stable, competitive 
funding source

ALM cost

Past bail-outs/ 
Future no bail-ins

Innovation integrating 
securitisation features

Double counting of dual 
recourse (CRR)

Enforceability of dual 
recourse

Credit vs. Rates product 

Transparency/ disclosure



Securitisation Bankof America
Merrill Lynch

Assets Structures Regulation Pros/Cons

Residential mortgage PCS label ABS, RMBS Punitive capital treatment Idiosyncratic risks
loans under BIS and Solvency 2

Consumer credit ABS, RMBS, CMBS, Diversification
Auto loans CLO, WBS Limited liquidity treatment

under LCR (2B) 'Liquification'/ liquidity
Auto leases Securitisation law or

Equipment leases contract law Complex and burdensome Balance sheet and risk
Aircraft leases operational and investment transfer relief
Commercial RE Mortgage pass

through bonds
regime

Self-liquidating
SME loans Limited ECB treatment

Corporate loans SPV structure
Multiple interpretations

No bail-out/ No bail-in

NPLs Cash or synthetic
Securitisation vs. exposure

Innovation for new 
products and assets

Other Guaranteed regulation
Actual performance of

Banks Flexibility to meet Multiple assets, structures, underlying asset pool
Non-banks the needs and products and legal regimes

Corporates demands of new Negative publicity Forecasting loan pool

Other
assets, issuers or 

investors
Credit history - overall 

positive with few exceptions
credit and prepayment 

performance
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European SF, CB and bank assets as % of GDP
Bankof America ^
Merrill Lynch

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Total SF,% of GDP 0.29% 0.98% 1.69% 0.96% 2.92% 0.85% 0.40% 0.43% 0.29% 0.76% 0.63%

Germany Total CB,% of GDP 7.66% 7.51% 6.98% 5.39% 5.97% 4.49% 3.37% 2.66% 2.05% 1.75% 1.57%
Bank assets, % of GDP 291.43% 298.12% 298.94% 302.10% 308.10% 302.25% 321.88% 310.51% 298.62% 266.91% 267.60%
Total SF,% of GDP 3.26% 4.67% 6.77% 8.17% 7.96% 5.37% 4.63% 4.20% 1.16% 1.96% 2.61%

Spain Total CB,% of GDP 4.58% 6.47% 7.44% 5.32% 5.00% 4.09% 5.35% 8.63% 10.09% 2.79% 2.39%
Bank assets, % of GDP 206.10% 237.25% 250.69% 278.06% 305.45% 319.43% 321.12% 338.30% 343.39% 305.62% 285.56%
Total SF,% of GDP 0.34% 0.44% 0.47% 0.41% 0.71% 1.23% 0.04% 0.27% 0.55% 0.33% 2.02%

France Total CB,% of GDP 1.49% 1.61% 2.27% 3.12% 3.99% 3.05% 3.64% 4.95% 2.80% 1.29% 1.22%
Bank assets, % of GDP 279.63% 308.80% 333.05% 365.96% 386.33% 394.88% 391.65% 407.85% 386.97% 372.38% 383.45%
Total SF,% of GDP 5.40% 7.04% 9.06% 8.07% 14.01% 4.96% 4.21% 3.32% 2.98% 1.78% 1.97%

UK Total CB,% of GDP 0.58% 0.65% 1.25% 1.46% 6.34% 2.03% 1.43% 1.98% 1.81% 0.07% 0.56%
Bank assets, % of GDP 379.95% 434.53% 474.06% 459.67% 457.33% 537.23% 505.98% 521.51% 465.45% 435.42% 399.13%
Total SF,% of GDP 2.34% 2.38% 1.97% 2.00% 4.90% 4.07% 1.13% 1.89% 2.32% 1.13% 1.03%

Italy Total CB,% of GDP 0.00% 0.27% 0.26% 0.00% 0.40% 0.67% 0.93% 2.15% 4.38% 1.79% 2.51%
Bank assets, % of GDP 164.18% 174.39% 185.29% 211.60% 226.21% 238.07% 236.55% 247.90% 261.38% 251.93% 249.20%
Total SF,% of GDP 3.49% 6.88% 7.98% 14.13% 10.41% 6.92% 20.30% 9.65% 6.76% 5.15% 3.97%

Netherlands Total CB,% of GDP 0.00% 0.37% 0.95% 1.25% 0.84% 1.25% 2.16% 2.20% 1.66% 0.69% 0.59%
Bank assets, % of GDP 320.19% 311.17% 318.22% 353.55% 349.13% 359.01% 358.00% 372.08% 379.87% 337.60% 369.96%
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Shift in insurance companies fixed income holdings Bankof America ^
Merrill Lynch
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Funding diversification and alternatives Bankof America ^
Merrill Lynch

The case of VW financing
The case of SCL Nordax Bank 

Funding mix

VW 3.25 Oct-18 

■ ABS AAA

VW 2.375 Jun-22 

■ ABS A

VW5yrCDS 

WA ABS debt coupon

13 Source: BofA Merrill Lynch Global Research Source: SFM - Informa, 2 Nov 2015



ECB CBPP1,2,3 and ABSPP(1?) Bankof America
Merrill Lynch

Total Cumulated purchases CBPP, €bn Total cumulated purchases CBPP 2, €mn

Total cumulated purchases CBPP3 _ 4 . . . . .D«nn
Total cumulated purchases ABSPP

14
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ECB repo operations Bankof America
Merrill Lynch

ECB public collateral data, 2013Q1 - 2015Q3
iUR billion, nominal amounts, averages of end of month data over each time period shown

Eligible marketable assets

2013 Q1 2013 Q2 2013 Q3 2013 Q4 2014 Q1 2014 Q2 2014 Q3 2014 Q4 2015 Q1 2015 Q2 2015 Q3

Central government securities 6298.5 6472 6473.1 6371.5 6458.9 6578.9 6584.6 6642.4 6663.9 6687.9 6683.3

Regional govemmeent securities 418.4 420.7 425.7 428.5 430.8 433.9 439.5 440.3 441.3 437.5 433.3

Uncovered bank bonds 2533 2265.3 2225.6 2281.1 2260.8 2239.2 2164.6 2129.1 2482.4 2412.4 2136.4

Covered bank bonds 1623.9 1588.2 1560.6 1531.6 1508.9 1489.1 1450.3 1402.7 1374 1363.3 1358.8

Corporate bonds 1469.7 1510.4 1519.9 1456 1383.9 1412.8 1393.8 1393.3 1428.6 1436.5 1435.7

Asset-backed securities 837.4 797.2 801.4 761.1 726.4 684.2 691.9 660.9 635.3 613.6 626.4

Other marketable assets 1150.8 1138.8 1144.1 1167.3 1217 1214.9 1194.5 1180.1 811.8 811.5 810.9

Total 14331.7 14192.6 14150.4 13997.1 13986.7 14053 13919.2 13848.8 13837.3 13762.7 13484.8

Use of collateral

2013 Q1 2013 Q2 2013 Q3 2013 Q4 2014 Q1 2014 Q2 2014 Q3 2014 Q4 2015 Q1 2015 Q2 2015 Q3

Central government securities 363 317 315 331 321 329 341.9 372.6 364.9 340.7 338.7

Regional govemmeent securities 90 91 92 96 97 96.6 97.8 98.9 97.3 90.2 88.9

Uncovered bank bonds 339 317 298 282 261 228.8 196.9 180.9 166.7 138.8 132.3

Covered bank bonds 469 445 435 402 378 360.9 352.7 333.4 324 320.8 320.7

Corporate bonds 108 115 123 120 107 97.7 87 74.2 72.4 73.1 73.3

Asset-backed securities 338 348 370 325 307 300.9 306.2 309.2 304.1 295.1 306.8

Other marketable assets 133 124 119 118 118 113 117.1 117.2 101.3 97.9 105.5

^Jon-marketable* 644 612 579 536 527 452 355 362 370 372 363

Credit Claims* 473 453 429 404 392 382 355 362 370 372 363

Fixed term and cash deposits* 172 160 150 132 135 70 0 0 0 0 0

Total 2,483 2,367 2,330 2,210 2,113 1,979 1,855 1,848 1,801 1,729 1,729

Source; ECB
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Australian RMBS market new issuance and AOFM support Bankof America ^
Merrill Lynch

Breakdown of Australian RMBS new issuance by placement, A$bn

Source: BofA Merrill Lynch Global Research

BAML Estimates regarding the execution of the RMBS purchases by AOFM, A$mn

A$ mn Cum. 2012 2011 2010 2009 2008

Total # of AOFM Deals 60 7 13 20 16 4

AOFM Investments 15,462 847 2,079 4,783 5,758 1,996

AOFM Participation % Avg 7% 24% 33% 68% 78%

AOFM Sales 3,391 329 999 849 674 540

Source: BofA Merrill Lynch Global Research
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Credit performance Bankof America
Merrill Lynch

• Moody's review: ‘0/10,044 structured finance issues rated between 1 Jan 2009 and 30 June 
2014, only 9 have become impaired through June 2014. None of these tranches was ever rated 
investment grade, leaving the investment grade impairment rate at 0% for all vintages and 
investment horizons.'

Moody's 12-mo impairment rated by sector 
and region, 1993-2014

Global Structured Finance Losses: 2000-2014 
issuance

5-yr Ave Hist Ave
Aisa-Pacific ABS 0.59 0.22
Aisa-Pacific CMBS 5.72 1.99
Aisa-Pacific RMBS 0.03 0.01
EMEAABS 0.58 0.5
EMEA CMBS 2.82 1.26
EMEA RMBS 0.58 0.6
Global CDO ex CLOs 2.62 10.65
Global CLO 0.1 0.21
EMEA CLO 0.2 0.2
US CLO 0.1 0.2
Global other SF 1.34 3.45
US ABS 1.03 0.62
US CMBS 5.52 3.46
US RMBS 10.02 7.93
Global SF 6.35 5.8

(%) ■ Loss Realized (LHS) ■ Loss Expected (LHS) «Original Balance (RH3) (STril.)

30 f 3

Source: Moody's Source: Fitch
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Funding options: costs to issuers Bankot America ^
Merrill Lynch

Required risk 

retention/haircut

Deal execution

cost

Balance sheet 

treatment, capita 

benefits

Reporting NSFR ALM Certification
Administrative/ 

criminal charges

Loans

Residential (75% 
LTV)

None Medium
Off balance sheel 

upon sale

No specific 

contractual 

requirements

NA NA NA NACorporate BB loan

Unrated SME loan

Senior

unsecured

A

None Low / Medium On balance shee

Balance sheet 

and income

statement
reporting

Yes
Not fully 

disclosed
NA NA

BBB

Covered

bonds

AAA
Overcollateralisa 

tion required by 

law and by rating 

agencies

Low On balance shee
Aggregate pool 

reporting
Yes

Required, not 

fully disclosed
NA NAA

BBB

Securitisation 

(e.g. UK Prime 

RMBS)

AAA

5% risk retention 

required for life 

of transaction

High

On or off balance 

sheet, depending 

on execution

Detailed loan by 

loan reporting 

requirements 

tied to NCB repo 

eligibility

No, cash

Match funded; 

interest rate 

hedging 

requirements 

and disclosure

Yes Yes

A

BBB

Securitisation 

(e.g. CLO)

AAA

A

BBB

ECB funding Haircut Medium On balance shee
Depends on 

instrument used
NA NA NA NA

Source: BofA Merrill Lynch Global Research



Investment options: costs to investors Bankot America ^
Merrill Lynch

Capital charges*

Bank

Europe

Insurance

Europe

Risk retention

Europe

LCR

Europe

ECB repo Due diligence Cost of investing

Residential (75% LTV)

Loans

2.8% 3.0%

Corporate BB loan 8.0% 22.5% NA NA Permitted as non- 
marketable securities

no specific 
requirement

Unrated SME loan 4.6% 15.0%

medium

4.0% 7.0%

Senior unsecured NA NA
BBB 4.0% 12.5%

Category IV (e.g. 11% 
haircut for AAA-A 5yr 
fixed coupon bonds), 
32.5% for similar BBB 

bonds

no specific 
requirement

AAA 0.8% 3.5%

1.6% 7.0%
Covered bonds NA

BBB 1.6% 22.5%

70% Level 1B (7% 
haircut), 40% Level 

2A (15% haircut) and 
15% Level 2B (30% 
haircut), depending 
on rating, size, etc.

Category lll/IV (e.g. 3% 
haircut for Category III 

AAA-A 5yr jumbo covered 
bonds), 22.5% for similar 

BBB bonds

no specific 
requirement

Responsibility of 
investor in 

securitisation to

inator/sponsor/oi 
ginai lender retains 

otherwise penalt 
capital charges or 

potential forced sale

Some securitisation 
permitted in level 2B 
subject to a 25%/35% 
haircut depending on 

asset class). CLOs 
and CMBS not 

eligible

Category V for eligible 
ABS, subject to a 10% 

haircut for AAA to A rated 
bonds, or 22% haircut for 

BBB bonds

NA

Detailed due 
diligence 

requirements

Detailed due 
diligence required

low

low

high

*For banks: Basel II standardised approach capital charges (CRR implementation for Europe), except for securitisation, where Basel III proposed ERBA is used for Europe and 
Basel III proposed IRBA is used for the US (based on a UK Prime RMBS). Solvency II for European insurance companies (assuming 5yr duration) and NAIC for US insurance (Life) 
companies. Capital charges for covered bonds assume CRD compliance; **Using BIS3 ERBA for banks and Solvency II for insurance companies

Source: BofA Merrill Lynch Global Research



Important Disclosures Bankof America
Merrill Lynch

BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America 
Corporation, including profits derived from investment banking revenues.

BofA Merrill Lynch Global Credit Research analysts regularly interact with sales and trading desk personnel in connection with their research, including to ascertain pricing and liquidity in the fixed 
income markets.

20



Other Important Disclosures Bankof America ^
Merrill Lynch

This report may referto fixed income securities that may not be offered or sold in one or more states or jurisdictions. Readers of this report are advised that any discussion, recommendation or 
other mention of such securities is not a solicitation or offerto transact in such securities. Investors should contact their BofA Merrill Lynch representative or Merrill Lynch Financial Global Wealth 
Management financial advisor for information relating to fixed income securities

Rule 144A securities may be offered or sold only to persons in the U.S. who are Qualified Institutional Buyers within the meaning of Rule 144A under the Securities Act of 1933, as amended.

SECURITIES DISCUSSED HEREIN MAY BE RATED BELOW INVESTMENT GRADE AND SHOULD THEREFORE ONLY BE CONSIDERED FOR INCLUSION IN ACCOUNTS QUALIFIED FOR SPECULATIVE 
INVESTMENT.

Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering information in this report in connection with 
any investment decision, or for a necessary explanation of its contents.

The securities discussed in this report may be traded over-the-counter. Retail sales and/or distribution of this report may be made only in states where these securities are exempt from 
registration or have been qualified for sale.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

This report, and the securities discussed herein, may not be eligible for distribution or sale in all countries or to certain categories of investors.

Information relating to Affiliates of MLPF&S and Distribution of Affiliate Research Reports:

BofA Merrill Lynch includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA Merrill Lynch representative or Merrill Lynch 
Global Wealth Management financial advisor if they have questions concerning this report.

"BofA Merrill Lynch" and "Merrill Lynch" are each global brands for BofA Merrill Lynch Global Research.

MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): BAMLI Paris: Bank of America Merrill Lynch International 
Limited, Paris Branch; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): 
Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia 
Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de 
Bolsa; Merrill Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul 
Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch Indonesia; Merrill Lynch 
(Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): OOO Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey I.B.): Merrill Lynch Yatirim Bank A.S.; Merrill Lynch (Turkey Broker): Merrill 
Lynch Menkul Deġerler A.Ş.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S (Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): 
Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo S.A.; Merrill Lynch KSA Company, Merrill Lynch Kingdom of Saudi Arabia 
Company.
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Other Important Disclosures Bankof America ^
Merrill Lynch

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is defined in the rules of the Financial 
Conduct Authority and the Prudential Regulation Authority) by Merrill Lynch International and Bank of America Merrill Lynch International Limited, which are authorized by the Prudential 
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, and is distributed in the United Kingdom to retail clients (as defined in the rules of 
the Financial Conduct Authority and the Prudential Regulation Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorised by the Central Bank of Ireland and subject 
to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority - details about the extent of our regulation by the Financial Conduct Authority and Prudential 
Regulation Authority are available from us on request; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial 
Instruments and Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary Authority is issued 
and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in Singapore to institutional investors 
and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company 
Registration No/s F 06872E and 198602883D respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority 
of Singapore. Bank of America N.A., Australian Branch (ARBN 064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 
235132 (MLEA) distributes this report in Australia only to 'Wholesale' clients as defined by S.761G of the Corporations Act 2001. With the exception of BANA Australia, neither MLEA nor any of its 
affiliates involved in preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No 
approval is required for publication or distribution of this report in Brazil and its local distribution is made by Bank of America Merrill Lynch Banco Múltiplo S.A. in accordance with applicable 
regulations. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and 
issued in accordance with the requirements of the DFSA conduct of business rules.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in the US and accepts full responsibility 
for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research report and wishing to effect any transaction in any security discussed in the 
report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of this 
report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Merrill Lynch.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or 
other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for differences). This report is not intended to provide personal 
investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person. Investors should seek financial advice 
regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed or recommended in this report and should understand that statements 
regarding future prospects may not be realized. Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the 
information in the prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, among 
others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. In some cases, securities and other financial instruments 
may be difficult to value or sell and reliable information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from 
such securities and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.
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BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to executing 
any short idea contained in this report.

This report may contain a trading idea or recommendation which highlights a specific identified near-term catalyst or event impacting a security, issuer, industry sector or the market generally that 
presents a transaction opportunity, but does not have any impact on the analyst's particular "Overweight" or "Underweight" rating (which is based on a three month trade horizon). Trading ideas 
and recommendations may differ directionally from the analyst's rating on a security or issuer because they reflect the impact of a near-term catalyst or event.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments 
effectively assume currency risk.

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BofA Merrill Lynch entities located 
outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or one of its affiliates may, at any 
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, 
and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames, assumptions, views and analytical methods of the 
persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate fee, and in connection therewith 
MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom MLPF&S has contracted directly and does not extend beyond the 
delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities mentioned in this report.

Copyright, User Agreement and other general information related to this report:

Copyright 2016 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of BofA Merrill Lynch clients and may not be redistributed, 
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed 
simultaneously to internal and client websites and other portals by BofA Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review 
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any 
investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Merrill Lynch.
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Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect 
information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA Merrill Lynch has established information barriers between BofA 
Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not disclose certain client relationships with, or compensation received from, such companies in 
research reports. To the extent this report discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should 
consult their own legal advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any BofA 
Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies mentioned in this report is based on public 
information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in 
other business areas of BofA Merrill Lynch in connection with the legal proceedings or matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any securities. 
None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing such 
rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice orto be used by anyone to provide tax advice. Investors are urged to seek 
tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This report may 
contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any linked content contained in a third party website. Content contained on 
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation 
with BofA Merrill Lynch. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal 
information to them. BofA Merrill Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

All opinions, projections and estimates constitute the judgment of the author as of the date of the report and are subject to change without notice. Prices also are subject to change without notice. 
BofA Merrill Lynch is under no obligation to update this report and BofA Merrill Lynch's ability to publish research on the subject company(ies) in the future is subject to applicable quiet periods. 
You should therefore assume that BofA Merrill Lynch will not update any fact, circumstance or opinion contained in this report.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer current. Always referto the most 
recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such 
company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its 
securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its 
affiliates may not solicit purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
report or its contents.
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