BANK OF AMERICA MERRILL LYNCH
GLOBAL WEALTH & INVESTMENT MANAGEMENT

Merrill Lynch Outlook 2013
Marty Mauro

December 7, 2012

Please read Important Information at the end of this program.

“Where can we find higher yields?”

Marty Mauro
Fixed Income Strategist
BofA Merrill Lynch Global Research

There are really two ways to get higher yields. One is to extend maturity from say, a
two-year maturity to a ten-year maturity or thirty year maturity. And the other is to move
down in credit quality.

Finding Higher Yields

e Extending maturity:

Prices decrease as yields rise

The problem with extending maturity is that the price decrease for a given rise in yields
will be greater. So, we are expecting yields to rise. And what that means is that the
price decline for a thirty-year bond will be greater than the price decline for a ten year
bond. So, what we’re recommending is that people stay in fairly short maturities. We
like the five to ten year maturity range best. As for credit quality, the lower you go in
credit quality, the higher the yields are.

Searching for Higher Yield
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The yields that you get on an investment grade corporate bond are higher than the
yields that you would get for a treasury security.



Searching for Higher Yield
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The yields that you get on a below investment grade corporate bond are higher than for
an investment grade corporate bond. For most conservative investors, we'’re
recommending that you stay towards investment grade corporate bonds.

But, if you are willing to take some credit risk, you can look at high yield bonds for a
portion of your portfolio as well.

IMPORTANT INFORMATION

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.

The investor should note that investing exclusively in one sector or industry involves additional risks.
The lack of industry diversification subjects the investor to increased industry-specific risks.

Any discussions concerning investments should not be considered a solicitation or recommendation by
Merrill Lynch and may not be profitable. t. It is important that you consider this information in the
context of your personal risk tolerance and investment goals. Past performance is no guarantee of
future results.

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.

Income from investing in municipal bonds is generally exempt from Federal and state taxes for
residents of the issuing state. While the interest income is tax exempt, any capital gains distributed are
taxable to the investor. Income for some investors may be subject to the Federal Alternative Minimum
Tax (AMT).

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.

Any information presented in connection with BofA Merrill Lynch Global Research is general in nature
and is not intended to provide personal investment advice. The information does not take into account
the specific investment objectives, financial situation and particular needs of any specific person who



may receive it. Investors should understand that statements regarding future prospects may not be
realized.

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 provided in this discussion. Such ideas or
recommendations reflect the different time frames, assumptions, views and analytical methods of the
persons who provided 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 participant of this video.

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.
Past performance is not necessarily a guide to future performance.

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™ Gilobal 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 Private Banking and Investment Group is a division of MLPF&S that offers a broad array of
personalized wealth management products and services. Both brokerage and investment advisory
services (including financial planning) are offered by the Group's Private Wealth Advisors through

MLPF&S, a registered broker-dealer and registered investment adviser. The nature and degree of
advice and assistance provided, the fees charged, and client rights and Merrill Lynch's obligations will
differ among these services. Investments involve risk, including the possible loss of principal
investment.

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.

Banking products are provided by Bank of America, N.A., and affiliated banks, Members FDIC and
wholly owned subsidiaries of BAC.

Investment products:



Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value

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 BofA™ Global Capital Management.
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