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Hi, I'm Christopher Wolfe, the Chief Investment Officer for the Private Banking and Investment Group at
Merrill Lynch. With all the focus on sequestration, we think there are really three issues: sequestration,
the potential for a government shutdown, and then ultimately the renegotiation of the debt ceiling.

All of these events are likely to transpire in just the next several months. In fact, before the first half of
the year is over. Now what’s important about them is they’re likely produce a reduction in overall GDP
growth.

Our economists estimate Federal cuts could
reduce GDP growth by 2.0 - 2.5% in 2013

Our Bank of American Merrill Lynch Research global economists estimate that number at between two
and two and a half percent. But what’s important to remember about those cuts is that despite that
reduction in growth, we’re still seeing an economy that’s likely to be growing somewhat this year.

Without budget cuts, the U.S. economy
might grow between 3.0 - 3.5% in 2013

Said another way, if we didn’t have all these cuts coming, the U.S. economy might be growing at
between three and three and a half percent in 2013.

The Strength in the Economy
e Housing starts
e Auto sales
e Consumer spending
e Revival in business spending

And that argues for an understanding of the underlying fundamental strength and momentum in things
like housing starts, in auto sales and in consumer spending and finally in the likelihood of a small
revival in business spending in the second half of this year.

So one of the key questions we think investors should be asking is, is all of this already built into
markets? We've seen analysts take down their forecasts; we’ve seen economists take down their
forecasts for both growth in terms of GDP as well as growth in terms of revenues for companies. So to
the extent that a lot of the political winds have been blowing in the face of corporate America, and they
are likely to see a reduction in revenue growth, we think analysts have “A” picked up on this fact and
“B” made adjustments to their forecasts.

What that really means for investors is that to a degree we believe that some of this news around the
politics in Washington, some of this freight, is already built into prices at current market levels.
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For example, the S&P 500, the broad market index in the United States, trades at about 13 times
earnings in the future. That’s called forward earnings, and relative to history, that’s a fairly low multiple.
Historically the number has been closer to 15.

Now what that means is markets are starting to build in expectations that the first half of this year is
likely to be slow and challenged by the headwinds coming not only from Washington but more broadly
globally when we look at the developments going on in Europe. | think this news has largely translated
into where we are in terms of current stock prices.

Now that doesn’t mean that we won'’t see periods of volatility brought about by discussions going back
and forth in Washington. In fact, we expect that and what we’ve highlighted for investors is that
additional discussions coming from Washington that create volatility are really in our view an
opportunity to rebalance and reallocate portfolios really towards that corporate balance sheet and
ultimately towards equities.

We like the strong profit-margin story, we like the high returns on equities and ultimately we see that as
an opportunity for long-term investors to take advantage of. So on pullbacks we want to be fairly
confident and fairly assertive about rebalancing and reallocating portfolios towards the equity themes
that we like that are anchored on that strong profit-margin story.

Investment Themes in 2013
e Dividend-paying securities
e Dividend-growth stocks
e Credit markets
(Investment grade and high yield)
e |[nternational bonds

Those themes look like high dividend-paying securities, dividend growth stocks, they look at the credit
markets in a different light, not just investment grade but things like high yield. we also look at bonds
outside the U.S., like international bonds as part of a theme of ultimately diversifying income in an
environment that is likely to be challenged for some time.

So we really see the potential for a year of two halves: the clouds starting to part as we get into the third
and fourth quarter. And | think we want to anticipate opportunities for clients to be rebalancing and
reallocating portfolios in front of that.



IMPORTANT INFORMATION

Information as of February 2013. These materials are provided for informational purposes only and should not be
used or construed as a recommendation of any service, security or sector.

Investing involves risk. All opinions are subject to change due to market conditions and fluctuations.
This information discusses general market activity, industry or sector trends, or other broad-based economic,
market or political conditions and should not be construed as research or investment advice.

Investors should seek financial advice regarding the appropriateness of investing in any securities, other
investment or investment strategies discussed in this report and should understand that statements regarding
future prospects may not be realized. Investors should note that income from securities or other investments, if
any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly,
investors may receive back less than originally invested.

The investments discussed have varying degrees of risk, and there is always the potential of losing money when
you invest in securities. Some of the risks involved with equities include the possibility that the value of the stocks
may fluctuate in response to events specific to the companies or markets, as well as economic, political or social
events in the U.S. or abroad.

Investments in high-yield bonds (sometimes referred to as “junk bonds”) offer the potential for high current income
and attractive total return, but involves certain risks. Changes in economic conditions or other circumstances may
adversely affect a junk bond issuer’s ability to make principal and interest payments.

International investing presents certain risks not associated with investing solely in the U.S. These include, for
instance, risks related to fluctuations in value of the U.S. dollar relative to the value of other currencies, custody
arrangements made for a fund's foreign holdings, political and economic risk, differences in accounting
procedures, and the lesser degree of public information required to be provided by non-U.S. companies. Foreign
securities may also be less liquid, more volatile and harder to value, and may be subject to additional risks
relating to U.S. and foreign laws relating to foreign investment. These risks are heightened when the issuer of the
securities is in a country with an emerging capital market.

Companies may reduce or eliminate dividend payment to shareholders. Historically, dividends make up a large
percentage of stocks’ total return. Asset allocation,, diversification and rebalancing do not ensure a profit or
protect against loss in declining markets.

Global Wealth & Investment Management is a division of Bank of America Corporation (“BAC”). Merrill Lynch
Wealth Management, Merrill Edge™, U.S. Trust, Bank of America Merrill Lynch and BofA™ Global Capital
Management are affiliated subdivisions within Global Wealth & Investment Management.

Merrill Lynch Wealth Management makes available products and services offered by Merrill Lynch, Pierce,
Fenner & Smith Incorporated (“MLPF&S”) and other subsidiaries of BAC. Merrill Edge™ is the marketing name
for two businesses: Merrill Edge Advisory Center, which offers team-based advice and guidance brokerage
services; and a self-directed online investing platform.

U.S. Trust, Bank of America Private Wealth Management operates through Bank of America, N.A., and other
subsidiaries of BAC. Bank of America Merrill Lynch is a marketing name for the Retirement & Philanthropic
Services businesses of BAC.

BofA™ Gilobal Capital Management Group, LLC (“BofA Global Capital Management”), is an asset management
division of BAC. BofA Global Capital Management entities furnish investment management services and products
for institutional and individual investors.

The banking, credit and trust services sold by the Group's Private Wealth Advisors are offered by licensed banks
and trust companies, including Bank of America, N.A., member FDIC, and other affiliated banks.
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MLPF&S is a registered broker-dealer, member SIPC and a wholly owned subsidiary of BAC.

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