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suffered.
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are widening. Over the last decade, housing prices around the world tracked a steady
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Financial Crisis (GFC). But headwinds to housing activity have developed as a tighter
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Global housing markets are now showing signs of softening, but improved borrowing
standards for major economies over the last decade and a solid labor market keeps the
vulnerability of a deep downturn more limited.

Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment

products sponsored, managed, distributed or provided by companies that are affiliates of Bank of America Corporation (“BofA Corp.”).

MLPF&S is a registered broker-dealer, registered investment adviser, Member SIPC and a wholly owned subsidiary of BofA Corp.
Investment products:

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value
Please see last page for important disclosure information. 5355535 12/2022

MERRILL{E}S

A BANK OF AMERICA COMPANY

December 19, 2022

MACRO STRATEGY p

Chief Investment Office
Macro Strategy Team

MARKET VIEW »

Lauren J. Sanfilippo
Director and Senior Investment Strategy Analyst

Joseph P. Quinlan
Managing Director and Head of CIO Market
Strategy

THOUGHT OF THE WEEK >

Kirsten Cabacungan
Assistant Vice President and Investment Strategist

MARKETS IN REVIEW p>

Data as of 12/19/2022,
and subject to change

Portfolio Considerations

We favor bonds in the first half of
2023 and stocks in the second half.
We remain neutral Equities with a
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MACRO STRATEGY

Labor Market Poised To Cool Meaningfully

Chief Investment Office Macro Strategy Team o
) i ) ) ) Investment Implications
While the labor market is currently tight, as reflected in rock-bottom unemployment, still

elevated job openings, as well as the strongest wage growth since the mid-1980s (up 5% As market concerns shift from
year-over-year as measured by the Employment Cost Index), various leading indicators rising interest rates to rising
suggest that U.S. real gross domestic product (GDP) and employment growth are likely to unemployment and impending
surprise to the downside in 2023, with the unemployment rate potentially rising toward 5%. recession, high-quality long-
Indeed, faced with an unexpectedly resilient post-shutdown economy, businesses have duration Fixed Income assets
scrambled to fully restore the 25 million jobs lost in early 2020 in order to bring should outperform Equities.

employment back to trend. In the first three quarters this year, payroll employment far
outpaced real GDP growth, expanding 4.3% compared to about 1% suggested by
employment’s past correlation with GDP growth. With employment now near the 25-year
prepandemic trend, the pace of hiring should realign with the growth in labor force and
real GDP. If our expectations for a continued loss of momentum in real GDP given
significant declines in various leading indicators in recent months prove correct, this
realignment implies that employment could weaken more than generally anticipated in
coming months.

Basically, employment growth is a coincident economic indicator that tends to follow
signals from forward-looking indicators of the economy, such as business sentiment as
measured by the National Federation of Independent Business (NFIB), for example, which
has hovered around recessionary levels this year, or corporate revenues and profits growth,
which are already rapidly losing momentum due to aggressive Fed tightening. Based on
strong past correlation, employment also appears poised to slow significantly over the
next year in response to the deterioration in the Conference Board Leading Economic
Index over the past six months.

The hiring frenzy of the past two years has caused a spike in job openings, extreme
concerns over the quality of labor, and an acceleration in wage growth not seen in 40
years, which has contributed to high and pervasive inflation. While still elevated, job
openings have rolled over from their March peak, however, and NFIB concern over the
quality of labor has dropped sharply, matching past recession declines and consistent with
a meaningful increase in the unemployment rate in coming months. As shown in Exhibit 1,
the big year-to-year (y-to-y) drop in the percentage of small businesses unable to fill open
jobs over the past year also appears consistent with a large increase in the unemployment

rate.
Exhibit 1: Drop In Job Openings Consistent With A 4.5% To 5% Unemployment
Rate Ahead.
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*A measure of how dispersed the data are in relation to their mean. Sources: National Federation of Independent Business;
Bureau of Labor Statistics/Haver Analytics. Data as of December 15, 2022.

Rapidly rising continuing claims for unemployment compensation already indicate that the
economy is not absorbing available labor as fast as earlier this year. According to recent
Piper Sandler Economic Research, the number of companies reporting difficult times has

2 of 8 December 19, 2022 - Capital Market Outlook RETURN TO FIRST PAGE



increased sharply since June. “Tech companies led the pain parade, now joined by media
(think ad spending), food/restaurants (think too expensive), and financials (think Fed
tightening).” As a result, a growing number of companies, including some large well-known
corporations, are announcing layoffs or hiring freezes, making it more difficult for those
unemployed to find jobs. In addition, the Evercore ISI Research weekly survey of staffing
firms shows that the conversion rate of temporary-to-full-time workers is falling at more
companies than is rising, another indication of a cooling labor market.

With payrolls now close to trend, structural labor market constraints are also likely to
reassert themselves, limiting employment growth and potential GDP growth, in our view.
Basically, the U.S. population has aged. According to the Bureau of Labor Statistics
November employment report, the prime-age population between 25 and 54 years old,
rose just about 2 million since 2008. In contrast, the population over 65 has expanded by
almost 20 million. This cohort has a much lower labor force participation rate (LFPR) than
the prime-age group, so its share gain from about 16% to 22% of the noninstitutional
population over 16 is depressing the LFPR and the employment-to-population ratio.
What's more, people 65+ have been participating in the labor force at a rising rate over
time, and their LFPR is currently not far from the prepandemic peak (19.2% currently
versus 20.5%). A return to 20.5% would bring in about 700,000 more people to the labor
force, but much higher participation rates are unlikely in the near term.

A bigger gain could come from boosting the LFPR for the 24- to 54-year-old population,
which has returned closer to its prepandemic average of about 82.6% but remains below
its 84% peak in 1999. Going back to that peak would bring in an extra 1.8 million people to
the labor market.

The biggest potential increase in the labor force could come from boosting the LFPR for
the 16- to 24-year-old cohort. Their LFPR is back to the prepandemic rate of 55.8% but
still way lower than 59% in 2008 and 65.8% in 2000. A return to the 2000 rate would
bring about 4 million more people to work. Though possible, we believe that a wealthier
population and societal changes are likely to inhibit such a sharp reversal in this cohort’s
LFPR downtrend. Also, because of the aging of the population, demand is surging for
healthcare jobs, as well as other jobs not suitable for 16- to 24-year-olds, such as
education or professional services, for example. An increase to its 2008 rate is probably
more realistic and would still add 1.5 million more people into the labor market.

There is thus potential for about a 4.0 million to 6.5 million combined increase in labor
supply from boosting participation rates across age cohorts. However, population aging,
rising wealth, societal changes, substance abuse, mental-health issues, skills mismatch,
and now long Covid, are likely to continue to constrain overall labor force participation and
employment growth now that employment has returned to trend. We estimate that it
would take a 60% slower pace of growth in payrolls to keep unemployment near 3.5%
through the end of 2024 compared to that of the past two years (about 187,000 per
month on average vs. 437,000 per month) even if participation rates continue to inch
higher.

Labor-force constraints force the Fed to restrain labor demand in line with labor supply in
order to avoid sustained overheating of the economy and to tame inflation. The effect of
its rate hikes to date is starting to accumulate, with leading indicators suggesting
additional softening of the economy and labor demand. Payroll growth has weakened to
263,000 jobs in November from 392,000 monthly average year-to-date, and the household
survey shows flat employment, stalled at the prepandemic peak since March. Layoff
announcements have increased, and concerns about the quality of labor have eased from
unusually high levels. At its December Federal Open Market Committee meeting, the Fed
revised up its expectation for the unemployment rate. It now projects it to reach 4.6% at
the end of 2023, up from its September forecast of 4.4% and from 3.7% currently. Though
it would still be relatively low, given the tight correlation between economic growth and
unemployment, such an increase in the unemployment rate implies significantly weaker
economic conditions ahead.
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MARKET VIEW

Not Your Mother’s Thematic Investing
Lauren ). Sanfilippo, Director and Senior Investment Strategy Analyst Investment Implications

Joseph P. Quinlan, Managing Director and Head of CIO Market Strategy The current state of “permacrisis”

Prior-generation thematic investing hinged on buy-and-hold strategies. Next-generation has played a significant role in
thematic investing, however, will pivot on tuck-and-roll strategies—i.e,, portfolio positioning in influencing the macro backdrop
shorter-duration assets and mark-to-market alpha generating investments. The shift reflects
the state of the global economy, neatly summarized by the Collins English Dictionary word of
the year for 2022—"permacrisis,” or “an extended period of instability and insecurity.”

and market volatility this year.
Along the way, rotations in market
leadership have shifted from a

As part of this mosaic, think global inflation at multidecade highs, Europe in the midst of its period dominated by growth-
largest land war since 1945, China struggling to overcome coronavirus, and record-topping oriented, megacap mega-runs
climate metrics, ranging from extreme droughts to vicious floods in various parts of the world. backed by low interest rates and
We have transitioned into a world of disorder, with thematic investing running hard to keep up. very tame inflation. Accordingly,
From lite to hard assets our thematic views broadened out
The “permacrisis” of today entails more market volatility into the new year. But luckily, every to include some value and

bear market has a bottom and every bull market has new leadership. Too true, considering the cyclically or defensively tilted
evident style and sector rotations in market leadership that have taken place since the March subthemes.

2020 low of 2,237 on the S&P 500. Decade-prior performance was dominated by passive,
growth-oriented, megacap mega-runs backed by low interest rates and very tame inflation.
While the pandemic and the accelerated pace of digitalization helped Technology reach record
levels over 2020 and 2021, structural problems set in by 2022.

The crisis and attendant global pandemic response expanded the universe of leading stocks to
include more mixed size, style and sector leadership. A look back at the market capitalization
growth since the 2020 market bottom shows the value of some of the smallest weighted
sectors in the S&P 500 such as Energy and Materials have increased the most to date (262%
and 102%, respectively) (Exhibits 2A and 2B).

Exhibit 2: The Shifting S&P 500 Sector Leadership: Market Capitalization, Earnings and Weights.

1A) The Bounce off the Bottom. 1B) S&P 500 Sector Weights and Earnings Contribution.
300% . R R . .
° S&P 500 Sector Market Capitalization Growth Indexed Earnings Weight, % Sector Weight, % Differential
2500, L0 March 23,2020 Energy 10.8% 4.9% 5.9%
Energy Financials 163% 113% 5.0%
200% Consumer o .
Discretionary Communication Services 9.5% 7.3% 2.2%
1509% Materials 3.5% 2.7% 0.8%
Materils  |Utilities 27% 31% -0.4%
100% Healthcare 15.1% 15.6% -0.5%
50% Consumer Staples 6.0% 7.1% -1.1%
4 Real Estate 1.6% 2.7% -1.1%

0 .

B T TP PRy ndustril 1o so% L%
SS95RSSS9RSSS99RSSSSIRSSSTRSSSTSRE Consumer Discretionary 6.9% 10.1% -3.2%
553535398533 588 075308533588 5852253833 )

SIS IVNOZo LI ERTINOZo LIS In0OZ0 Information Technology 20.6% 26.6% -6.0%

Source: Bloomberg. Data as of December 14, 2022. Past performance is no guarantee of future results. It is not possible to invest in an index.

The Energy sector’s market cap weight has roughly doubled from under 2.5% of the index in
March of 2020 to 5%, although less than half of its long-term average of 11% since the
1970s. More impressive, its contribution to overall index earnings has grown significantly,
contributing 11% of total earnings for a sector that's only 5% of the index." In other words, the
Energy sector is punching well above its weight class.

Meanwhile, the Technology sector has the greatest differential between its sector weight and
earnings contribution, symptomatic of this year's market leadership changes. Along the way,
unprofitable growth areas faced steep valuation rerating, making the inclusion of some higher-
quality and slightly shorter-duration investments outside of technology and growth-related
themes all the more important to our thematic views.

T Source: Bloomberg, annual 2022 data through December 14, 2022.
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FAANG 2.0

These market leadership shifts are indicative of the global premium on hard assets and other
energy-related commodities ranging from cobalt to zinc, and everything in between. The age of
“permacrisis” reflects the tectonic shifts of the past year, or the shift from a pandemic to Putin;
infections to inflation; Big Data to Big Oil; Zoom to zinc; masks to mascara; E-commerce to
electric vehicles; jabs to javelins; swabs to sanctions; WebEx to weddings; boosters to bombs;
NFT (non-fungible token) to LNG (liquefied natural gas); CDC (Centers for Disease Control) to
NATO (North Atlantic Treaty Organization); work-from-home to work-from-office; the cloud to
cobalt; and lite assets to hard assets. Accordingly, our FAANG 2.0 construct pivots on Fuels,
Aerospace & Defense, Agriculture, Nuclear and renewables, and Gold and metals/minerals. This
cohort is emblematic of a world undergoing profound change.

The “New” Future

These “permacrisis” shifts serve as a timely reminder for investors that every period of tumult,
and bear market bottom, spawns its new opportunities. As Gavekal Research recently noted,
“Bear markets exist for a reason: to shift market leadership from one group of stocks to the
next. Hence, once the bear market has started, investors should be spending most of their time
trying to identify the next winning trend instead of trying to time their reentry into the
previous—now dead—bull trend.”?

Thematically, therefore, we expect the “new” future pivot on the following:

- Renewable technologies as the world marches towards a more decarbonized future,
encouraged by the pursuit of resource security and independence of fossil fuels, metals
and minerals

- Accelerated capital expenditures on automation and robotics given aging demographics
and the peak in the global labor force

- And elevated defense spending (including cybersecurity) given the geopolitical realities
of our times with the U.S.-Sino rivalry front and center

Per the latter on defense spending, we were struck by recent comments in the Wall Street
Journalfrom Jim Taiclet, chief executive officer of Lockheed Martin, quoted “munitions
production needs to rise by two standard deviations—effectively double—from peacetime
levels.” Additionally, and acknowledging the depleted U.S. stockpiles of munitions in support of
Ukraine, Greg Hayes, CEO of Raytheon mentioned: “Ukraine has burned through five years of
Javelin production since February and 13 years’ worth of Stinger antiaircraft missiles.”

We still believe dedicated thematic exposure around these themes can complement a core
portfolio strategy of diversified sectors, styles and asset classes in the post-pandemic cycle.
Specifically, our high-conviction thematic views are summarized below, including our more
recent “Post-Crisis World” themes offering some value and cyclically or defensively natured
subthemes. Above all, we believe these themes should carry implications for the next profit
cycle driving economic growth, the cost of capital and global earings.

Exhibit 3: CIO Thematic Investing Views for 2023.

Big Data Future Mobility
Artificial Intelligence; Data Analytics; Internet of Things (loT); Cloud Computing; Data Electric Vehicles & Battery Value Chain; Next-Gen Infrastructure; Smart Cities; Autonomous
Centers/Storage Vehicles; Drones
Demographics Security
Millennials; Gen Z; Emerging Market Consumer; Bottom Billions; Longevity E);ét;eerr]sszcunty; Payments/loT Protection; Space; Data Privacy/Surveillance; Aerospace &
Climate Change Post-Crisis World
Nuclear, Hydrogen, Renewables; Water/Waste Management; Energy-Efficiency; Energy Storage | Tri-Polar Supply Chain; Industrial/Service Automation (Robotics); Resource Markets:
& Distribution; ESG: Sustainable & Impact Investing Agriculture, Commodities, Etc.; Metals & Mining; Hard Assets/Inflation Beneficiaries

Source: Chief Investment Office. Data as of December 2022.

Through the economic cycle bottom and turn in the market cycle next year, we would consider
2023 foundational for long-term investors. While thematic solutions belong as a compliment to
core portfolios, the days of static buying and holding are over. The next generation of market
leaders will demand more dynamic allocations through the post-pandemic cycle.

2 Gavekal Research, Bulls, Burst Bubbles and Bear Markets, December 6, 2022.
3 Wall Street Journal, “Supply Chain Issues Slow Global Arms Sales,” December 7, 2022.
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THOUGHT OF THE WEEK

Global Housing Softness

Kirsten Cabacungan, Assistant Vice President and Investment Strategist

Cracks in the global housing market are widening. Over the last decade, housing prices around
the world tracked a steady uptrend as economies recovered from the housing downturn during
the 2008/2009 Great Financial Crisis (GFC). The Organisation for Economic Co-operation and
Development's (OECD) index of global housing prices, which comprises 38 countries, rose
86.8%, or 8.7% per year, over the last 10 years through Q2 2022. The pandemic only
accelerated that rise, with global prices increasing 14% per year from Q4 2020 to Q2 2022.*
Low borrowing costs and constrained housing supply coupled with strong pent-up demand
dynamics and excess household savings cushioned by stimulus underpinned the trend. But
headwinds to housing activity have developed. Mortgage rates have soared as global central
banks have aggressively tightened monetary policy to battle elevated inflation. The U.S. 30-
year fixed mortgage rate moved above 7% in October, a 16-year high and more than double
where it sat a year ago at around 3%. The UK. two- and five-year fixed mortgage rates have
also moved up, sitting near 14-year highs.> The upswing in borrowing costs has only magnified
a housing affordability crisis that started as home prices rapidly rose faster than incomes in the
last few years (Exhibit 4). Higher rates should only further depress demand for potential
homebuyers, as current financing makes buying a home even more unaffordable.

Housing markets are now showing signs of softening as appetites for home loans weaken,
transactions slow down and prices in some countries already head lower. Canadian home prices
have declined 10% since their February peak,® and Sweden is facing its worst housing price
collapse since the 1990s, with prices down 149% from their high.” The outlook for economic
growth could be dragged down by further housing market weakness. In the U.S., combined
housing investment and spending contributes roughly 15% to 18% to GDP, according to the
National Association of Home Builders. While the U.S. posted positive growth in Q3, residential
investment sank an annualized 26.4%. The collapse in China’s property market, which accounts
for roughly 30% of the country’s GDP,® has also played a role in subduing China’s economy this
year. BofA Global Research is forecasting China's growth to decelerate to 3.0% in 2022 from
8.1% in 2021. Certain regions face more acute risk, but a housing slump as severe as the GFC
appears less likely at this point. The labor market remains solid, and unemployment rates have
not yet surged. The borrowing backdrop is also different. Roughly 90% of mortgages in the
U.S. are fixed rate,” and the share of new mortgages with variable rates across Europe has
been decreasing over the last decade.' Tighter lending standards have improved the overall
credit quality of the average borrower. Over the medium term, housing could find further
support from millennials aging into their prime age for earning and consuming as well as from
scarcity of supply. The upshot is that the higher interest rate environment is set to slow global
housing activity and lead to a decline in prices, but vulnerability of a deep downturn could be
more limited.

Exhibit 4: Global Home Prices Relative To Income At An All-Time High.

OECD Global Price to Income Ratio (2015=100)

130
120
110
100
90
O N ¥ © 0 O N ¥ VW © O N ¥ W W O N T W VW O N T W OO N
[ N N S S s B o B -e Bl e Bl <s B o) Ml o) Ml o) Wil o) Bl o) B o S o S o B o B oo B N
o o o0 OO O DD DD OO O O O O o o o o O o
——————————————— N ] ] 8 ]~~~ 8

Sources: OECD; Haver Analytics. Data as of June 30, 2022. Latest data available.

4 Evercore ISI Research, “Global house prices now declining,” December 8, 2022.

> Bloomberg. Data as of December 15, 2022.

6 Bloomberg, “Canada home prices fall again and are now down 10% from peak,” November 15, 2022.
7 Bloomberg, “Swedish households turn gloomier on outlook for home prices,” December 12, 2022.

8 The New York Times, “China's once-sizzling property market has started to cool,” June 20, 2022.

° BofA Global Research, “Year Ahead 2023: Sprint lower, marathon higher,” November 22, 2022.

19 Financial Times, “The global housing market is heading for a brutal downturn,” November 12, 2022.

Investment Implications

Weakness in the housing market
may weigh on the global economic
outlook ahead. Investors should
continue to tilt more defensive and
emphasize diversification in their
portfolios as economic volatility
remains elevated.
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MARKETS IN REVIEW

Equities
Total Return in USD (%)

Current WTD MTD YTD

DJIA 3292046  -16 -47 -15

NASDAQ 10,70541  -2.7 6.6 -31.0
S&P 500 385236 -20 -55 -179
S&P 400 Mid Cap 241651  -21 6.1 -136
Russell 2000 176342 -18 -6.4 -204
MSCl World 260601  -2.1 -4.2 -18.1
MSCI EAFE 193653 -2 -03 -14.8

MSCI Emerging Markets 95730 -2 -15 -20.1

Fixed Income®
Total Return in USD (%)

Economic Forecasts (as of 12/16/2022)

Q42022E  2022E  Q12023E Q22023E Q22023 Q42023  2023E
Real global GDP (% y/y annualized) - 34 - - - - 23
Real U.S. GDP (% q/q annualized) 0.5 19 -1.0 -20 -15 10 -03
CPlinflation (% y/y) 7.2 8.0 54 39 33 29 40
Core CPl inflation (% y/y) 6.0 6.2 52 43 33 28 43
Unemployment rate (%) 37 37 37 42 48 54 45
Fed funds rate, end period (%) 438 438 513 513 513 4388 4388

Current  WTD MTD YTD

The forecasts in the table above are the base line view from BofA Global Research. The Global Wealth & Investment
Management (GWIM) Investment Strategy Committee (ISC) may make adjustments to this view over the course of the
year and can express upside/downside to these forecasts. Historical data is sourced from Bloomberg, FactSet, and

Haver Analytics. There can be no assurance that the forecasts will be achieved. Economic or financial forecasts are
inherently limited and should not be relied on as indicators of future investment performance.

A=Actual. E/*=Estimate.

Sources: BofA Global Research; GWIM ISC as of December 16, 2022.

Corporate & Government 434 061 162 -11.76
Agencies 434 0.54 0.73 -7.16
Municipals 340 024 107 -781 Asset Class Weightings (as of 12/6/2022) CIO Equity Sector Views
US. Investment Grade Credit  4.35 0.80 170 -11.3 10 View ClO View
International 511 055 19%  -1373 Asset Class Underweight Neutral Overweight Sector Underweight Neutral Overweight
High Ylelq 856 0.03 0.75 -9.96 Global Equities o) Energy [5)
90 Day Yield 425 426 432 003 U, Lo Cap Growh o) Utlites °
2 Year Yield 418 434 431 0.73 US, Laree Cap Value 0
10 Year Vield 348 358 361 151 Lo s g| . pG ) o Healthcare o
30 Year Yield 355 35 374 190 -amaliiap Srows o Financials o
US. Sma.II Calp Valule ; o Real Estate o
Commodities & Currencies International Develope Information o
Total Return in USD (%) Emerging Markets o Technology
Commodities Current WTD  MTD  YTD Global Fixed Income o Consumer o
Bloomberg Commodity 24527 10 27 158 U.S. Governments o Staples
WTI Crude $/Barrelt 7429 46 78  -12 U.S. Mortgages o Industrials o
Gold Spot $/Ouncett 179308  -0.2 14 20 US. Corporates (0] Materials (o)
Total Return in USD (%) High Vield © Consumer (©)
- - US. Investment Grade o Discretionary
_ Prior Prior 2020 Tax Exempt c cati
Currencies  Current ~ WeekEnd ~ MonthEnd  Year End o ommunication g
US. High Yield Tax Exempt (@) Services
EUR/USD 1.06 1.05 1.04 1.14 Intermational Fixed | o
USDAPY 13660 13656 13807 11508 remeTions, TIxee come
USD/ICNH 698 6.96 705 636 Alternative Investments
Hedge Funds
Private Equit,
S&P Sector Returns RZ;’f AESS;Z' y
Energy 1.8% Cash
UtiIiFies -0.5% *Many products that pursue Alternative Investment strategies, specifically Private Equity and Hedge Funds, are available
Industrials -1.0% only to qualified investors. ClO asset class views are relative to the CIO Strategic Asset Allocation (SAA) of a multi-asset
Consumer Staples -1.4% portfolio. Source: Chief Investment Office as of December 6, 2022. All sector and asset allocation recommendations must be
Healthcare -1.8% considered in the context of an individual investor's goals, time horizon, liquidity needs and risk tolerance. Not all
Real Estate -2.1% recommendations will be in the best interest of all investors.
Materials -2.3%
Financials -2.5%
Communication Services -2.5%
Information Technology -2.7%

Consumer Discretionary-3.6%

-4% -3% -2% -1% 0% 1% 2% 3%

Sources: Bloomberg; Factset. Total Returns from the period of
12/12/2022 to 12/16/2022. ‘Bloomberg Barclays Indices. *Spot price
returns. All data as of the 12/16/2022 close. Data would differ if a
different time period was displayed. Short-term performance shown
to illustrate more recent trend. Past performance is no guarantee
of future results.
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Index Definitions

Securities indexes assume reinvestment of all distributions and interest payments. Indexes are unmanaged and do not take into account fees or expenses. It is not possible to invest
directly in an index. Indexes are all based in U.S. dollars.

S&P 500 Index includes a representative sample of 500 leading companies in leading industries of the U.S. economy. Although the index focuses on the large-cap segment of the market, with
approximately 75% coverage of U.S. equities, it is also an ideal proxy for the total market.

Employment Cost Index is a quarterly economic series detailing the changes in the costs of labor for businesses in the United States economy.
Conference Board Leading Economic Index is an American economic leading indicator intended to forecast future economic activity.
Organisation for Economic Co-operation and Development's (OECD) index is an international organisation that works to build better policies for better lives.

Energy, Materials, Consumer Discretionary, Healthcare, Information Technology, Communication Services/S&P 500 Global Industry Classification Standard (GICS®) is standardized
system of categorizing companies into sectors and industries. GICS is used globally by market participants to classify domestic stock and international investment instruments.

Important Disclosures

Investing involves risk, including the possible loss of principal. Past performance is no guarantee of future results.

This material does not take into account a client’s particular investment objectives, financial situations, or needs and is not intended as a recommendation, offer, or solicitation for the purchase or
sale of any security or investment strategy. Merrill offers a broad range of brokerage, investment advisory (including financial planning) and other services. There are important differences between
brokerage and investment advisory services, including the type of advice and assistance provided, the fees charged, and the rights and obligations of the parties. It is important to understand the
differences, particularly when determining which service or services to select. For more information about these services and their differences, speak with your Merrill financial advisor.

Bank of America, Merrill, their affiliates and advisors do not provide legal, tax or accounting advice. Clients should consult their legal and/or tax advisors before making any financial decisions.

This information should not be construed as investment advice and is subject to change. It is provided for informational purposes only and is not intended to be either a specific offer by Bank of
America, Merrill or any affiliate to sell or provide, or a specific invitation for a consumer to apply for, any particular retail financial product or service that may be available.

The Chief Investment Office (“CIO”) provides thought leadership on wealth management, investment strategy and global markets; portfolio management solutions; due diligence; and solutions
oversight and data analytics. CIO viewpoints are developed for Bank of America Private Bank, a division of Bank of America, N.A, (“Bank of America”) and Merrill Lynch, Pierce, Fenner & Smith
Incorporated (‘MLPF&S™ or “Merrill"), a registered broker-dealer, registered investment adviser and a wholly owned subsidiary of Bank of America Corporation ("BofA Corp.").

The Global Wealth & Investment Management Investment Strategy Committee (“GWIM ISC”) is responsible for developing and coordinating recommendations for short-term and long-term
investment strategy and market views encompassing markets, economic indicators, asset classes and other market-related projections affecting GWIM.

BofA Global Research is research produced by BofA Securities, Inc. (‘BofAS”) and/or one or more of its affiliates. BofAS is a registered broker-dealer, Member SIPC and wholly owned subsidiary of
Bank of America Corporation.

All recommendations must be considered in the context of an individual investor’s goals, time horizon, liquidity needs and risk tolerance. Not all recommendations will be in the best interest of all
investors.

Asset allocation, diversification and rebalancing do not ensure a profit or protect against loss in declining markets.
Dividend payments are not guaranteed, and are paid only when declared by an issuer’s board of directors. The amount of a dividend payment, if any, can vary over time.

Investments have varying degrees of risk. Some of the risks involved with equity securities 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. Investing in fixed-income securities may involve certain risks, including the credit quality of individual
issuers, possible prepayments, market or economic developments and yields and share price fluctuations due to changes in interest rates. When interest rates go up, bond prices typically drop, and
vice versa. Bonds are subject to interest rate, inflation and credit risks. Treasury bills are less volatile than longer-term fixed income securities and are guaranteed as to timely payment of principal
and interest by the U.S. government. 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. Investments in a certain industry or sector may pose additional risk due to lack of
diversification and sector concentration. There are special risks associated with an investment in commodities, including market price fluctuations, regulatory changes, interest rate changes, credit
risk, economic changes and the impact of adverse political or financial factors. Investments in real estate securities can be subject to fluctuations in the value of the underlying properties, the effect
of economic conditions on real estate values, changes in interest rates, and risks related to renting properties, such as rental defaults.

Alternative Investments are speculative and involve a high degree of risk.

Alternative investments are intended for qualified investors only. Alternative Investments such as derivatives, hedge funds, private equity funds, and funds of funds can result in higher return
potential but also higher loss potential. Changes in economic conditions or other circumstances may adversely affect your investments. Before you invest in alternative investments, you should
consider your overall financial situation, how much money you have to invest, your need for liquidity and your tolerance for risk.

Nonfinancial assets, such as closely-held businesses, real estate, fine art, oil, gas and mineral properties, and timber, farm and ranch land, are complex in nature and involve risks including total loss
of value. Special risk considerations include natural events (for example, earthquakes or fires), complex tax considerations, and lack of liquidity. Nonfinancial assets are not in the best interest of all
investors. Always consult with your independent attorney, tax advisor, investment manager, and insurance agent for final recommendations and before changing or implementing any financial, tax,
or estate planning strategy.

Sustainable and Impact Investing and/or Environmental, Social and Governance (ESG) managers may take into consideration factors beyond traditional financial information to select securities,
which could result in relative investment performance deviating from other strategies or broad market benchmarks, depending on whether such sectors or investments are in or out of favor in the
market. Further, ESG strategies may rely on certain values based criteria to eliminate exposures found in similar strategies or broad market benchmarks, which could also result in relative
investment performance deviating.
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