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Shortsighted view: things are weakening 7
“Labor market getting softer” Manufacturing in a recession and hasn’t recovered
Monthly non-farm payroll gains (2021-4/24) ISM Manufacturing PMI(2021-5/24)
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The consumer is weakening Credit card delinquencies have risen

Retail sales YoY (2021-5/24) US credit card delinquencies 30+ days composite (2021-4/24)
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Zooming out: macro normalizing
The labor market is normalizing Manufacturing had a minor recession and is troughing
Monthly non-farm payroll gains (1939-4/24) ISM Manufacturing PMI(1948-5/24)
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Consumptionis consistent with levels Delinquencies remain low
Retail sales YoY (1993-5/24) US credit card delinquencies 30+ days composite (2002-4/24)
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We are closing in on our year-end target

Three bull cases for equities:

1. Lower equity risk premium

2. Higher normalized earnings

3. Inflows

S&P 500 2024 Target Models

Model Category Time Horizon 2024 Target Expected Return (Annualized) Current Weight in Forecast
BofA Fair Value Model Fundamental/Valuation Medium Term 5053 -20% 30%
Sell Side Indicator Sentiment Medium Term 5,706 13.4% 30%
Eamings Surprise Indicator  Fundamental/Sentiment Short-term 5523 9.1% 20%
Long-term Valuation Model Valuation Long-term 5247 26% 10%
12-Month Price Momentum Technical Medium Term 5543 9.6% 10%
Official S&P 500 Target 5,400 +6.2%

Source: BofA US Equity & US Quant Strategy; Short-term = 1-3 months, medium-term = 1 year, and long-term = 5+ years. We calculate our price target based on S&P 500 priceas of 3/1/24,and

round to closest 50.



Wall Street sentiment is now neutral, a frustrating phase

SSl is “Neutral”, slightly closer to contrarian “Sell” signal than a “Buy”
Sell Side Indicator, 8/1985-5/2024
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and areading below the green lineindicates a Buy signal. Disclaimer: The indicatoridentifiedas the Sell Side Consensus Indicatorabove is intended to be an indicative metriconly and may not be used for
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Global Research. This indicator was not created to act as a benchmark.



Buyside positioning show no bid for positive tail risk. Buy beta. 7

Pension public equity weights at 20yr low  Positioning is defensive vs. history

Active LO and HF relative exposure to cyclical
vs. defensive™ sectors within S&P 500

US Pension allocations to stocks vs.
everything else
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Beta exposure near all-time lows
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Source: Pensions & Investments Research Center (as of 9/2023),
BofA US Equity & Quant Strategy

Fear: From Stagnation to Stagflation (no pause for Goldilocks)

BofA Global Fund Manager Survey: Which of the following best
describes the global economy as you see it over the next 12 months?

= Above-frend growth and above-trend inflation == Below-trend growth and below-trend inflation

Above-trend growth and below-trend inflation === Below-trend growth and above-trend inflation
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Source: FactSet Ownership, BofA US Equity & Quant Strategy
*Cyclicals = Discretionary, Materials, Energy, Tech, Industrials;
defensives = Staples, Health Care, Utilities
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Reality: 90% of the time, we avoid recessions and stagflations
Quarterly US real GDP growth YoY vs. CPI YoY, 1948-present
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Earnings are broadening, investor price sensitivity should follow “7

Mag 7 EPS growth outpaced 493 in 2023, but gap is narrowing Mag 7 still expensive vs. rest of index
YoY qgrtly earnings growth of Mag 7 vs. Other 493 (1Q20-4Q25E) Trail. PE of largest 7 S&P 500 companies vs. trail. PE of S&P 500 ex. largest
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estimates
As profits accelerate, investors become price sensitive Themes are crowded, average stock is neglected
Value vs. Growth ann. perf during profits/rates cycles since 1926 LO fundholdings in “Magnificent 5" + Eli Lily (GLP-1) (as of 4/24)
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The S&P 500 is statistically expensive, but does that matter?

S&P 500 Valuations - shading indicates that metric is statistically expensive relative to history (as of 5/24)
S&P 500 valuation metrics

Metric Current Average Avg. ex. Tech Bubble Min Max % Above (below) avg Z-Score History
Trailing PE 237 149 14.5 5.2 305 593% 18 1900-present
Trailing GAAP PE 2715 151 14.8 42 1224 81.8% 14 1832-present
Forward Consensus PE 208 158 15.1 98 251 31.3% 14 1986-present
Trailing Normalized PE 252 190 178 92 345 323% 13 9/1987-present
Median Forward P/E 169 155 153 100 219 9.0% 06 1986-present
Shiller PE 330 175 16.9 48 442 88.8% 21 1881-present
P/BV 485 269 252 098 534 80.5% 21 1978-present
EV/EBITDA 150 106 103 60 171 41.7% 18 1986-present
Trailing PEG 200 168 1.65 1.05 324 19.1% 09 1986-present
Forward PEG 1.75 144 142 093 350 21.7% 09 1986-present
P/OCF 180 114 10.8 54 193 58.1% 20 1986-present
P/FCF 303 279 250 129 657 88% 02 1986-present
EV/Sales 310 199 193 0.86 340 55.5% 19 1986-present
ERP (Market-Based) 605 505 522 136 880 19.7% 05 11/1980-present
Normalized ERP 209 383 429 -120 929 -45.49% 08 1987-present
S&P 500 Div. Y1d. vs. 10yr Tsy. Y1d. 029 123 1.25 017 420 -76.4% 15 1792-present
S&P 500 in WTI terms 665 271 249 27 1753 145.4% 20 1960-present
S&P 500 in Gold terms 225 1.65 143 017 548 36.2% 05 1968-present
S&P 500 vs. R2000 Fwd. P/E 139 1.04 1.00 0.76 170 331% 17 1986-present
S&P 500 Market Cap/GDP 1.57 067 064 022 164 1352% 26 1964-present

Source: S&P, Compustat, Bloomberg, FactSet/First Gall, BofA US Equity & Quant Strategy

Valuation matters little in near term, but is almost all that matters for price return over long-term
Price to normalized earnings predictive power on subsequent holding period returns (since 1987)

100% Variability of Returns Explained by Price to Normalized EPS (R-Squared of Normalized P/E vs. Subsequent S&P 500 Returns)
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Bull case: S&P 500 is higher quality, asset-light, less levered 7

S&P 500 = 50% asset-light sectors today vs. Leverage lower than 1990s-early 2000s Higher quality composition
o .. . .
70% manufacturing in 1980 S&P 500 non-Fins net debt/Equity, 1986- S&P 500:% of B+ or better quality-rated
% of S&P 500 market cap by sector, 1980-present  present stocks, 1990-5/24
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Lower EPS volatility should translate to lower ERP

S&P 500 4yr rolling earnings volatility (LHS) vs. Normalized ERP
(RHS) (1990-5/2024)
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Source: Bloomberg, FactSet, Haver Analytics, BofA US Equity & Quant Strategy

Prior cycles of lower earnings risk saw lower ERP

Average Normalized Equity Risk Premiumand real rates at different levels of
earnings volatility (since 1990)

4yr earnings vol (since '90)...

Greater than... Less than... Avg. ERP Avg. Real Rates
0% 5% 2.5% 2.4%
5% 10% 33% 1.8%
10% 15% 3.8% 23%
15% 20% 3.4% 2.7%
20% 65% 6.8% 0.5%

Source: Bloomberg, FactSet, Haver Analytics, BofA US Equity & Quant Strategy. Border indicates
current eps volatility range.



US corporates are exiting an era of low quality EPS growth 7

Equity measure of productivity has stalled since early 2000s Global cost / tax arbitrage fueled margins; cost of capital impact weak
S&P 500 companies’ revenue per worker (SM 1986 dollar) S&P 500 ex-Fins change in net margin contribution from 1990s to 2021
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ERP lower than 2000 - 2020, but visibility and quality are better (foreign relations and ZIRP are arbitrary, efficiency is replicable)
S&P 500 normalized equity risk premium 1950-present; ERP for magnificent 7 vs. restof index from2015-present
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Source: Bloomberg, FactSet, Haver Analytics, BofA US Equity & Quant Strategy. Normalized ERP is calculated as the spread between the normalized earnings yield and real risk-free rate, where normalized EPS is based on alog
linear regression of a blend of S&P 500 pro-forma EPS and operating EPS. The real rate is the difference between 1) 10-yr Tsy yield and 2) 10-yr breakeven, where prior to 1998, fwd 1-yr CPl was used as a proxy, which showed the 10
strongest correlation to the 10-yr breakeven. ERP for the “Magnificent 7" and “Other 493" was calculated using the forward PE premium/discount of the two groups vs. the overall index.



Buyback-driven per share growth = post-ZIRP phenomenon =

Buybacks have added 1ppt/yr of EPS over the past decade
S&P 500 total return decomposition, 1960-2023

m P/E Change m Net buyback (issuance) Earnings growth m Dividend Return
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Next bull case for margins & multiples: productivity & efficiency K

Productivity gains accelerating again Wage inflation has driven labor productivity growth with a
S&P 500 inflation-adjusted revenue per worker CAGR (1986-5/24) multi-year lag
US manufacturing wage inflation and labor productivity y/y
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Source: BofA US Equity &Quant Strategy, FactSet eamings of production & nonsupervisory employees

The S&P becoming labor light is bullish: efficient companies Equity Risk Premium has risen as productivity gains stalled

almost always outperform inefficient peers S&P 500 $M revenue per year per worker (CPladjusted) vs. Normalized
ERP (1986-present)
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40 real risk-free rate, where norm. EPS is based on a log linear regression of a blend of S&P 500 pro-forma EPS and
86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24 operating EPS. The real rate is the difference between 1) 10-yr Tsy yield and 2) 10-yr breakeven, where prior to 1998,
fwd 1-yr CPl was used as a proxy, which showed the strongest correlation to the 10-yr breakeven 12

Source: BofA US Equity & Quant Strategy, FactSet
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Bear case: actual vs. normalized earnings gap 7

Actual earnings look extremely elevated vs. full trend on log- But normalized earnings level is very sensitive to start date based on
linear approach loglinear trernd
S&P 500 EPS vs. normalized EPS based on log-linear regression Normalized EPS estimates based on log-linear regression of actual earnings
250 77 Regression begins in... 2024 Norm EPS 2025 Norm EPS
= Actual TTM EPS e Normalized EPS 1936 $216 5230

1950 $213 $227

1960 5226 5241

1970 5227 5242
200 1980 5224 $239

1990 $228 $244

2000 $220 $234

Source: BofA US Equity & Quant Strategy, Bloomberg, FactSet
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Log-linear normalized EPS have wildly deviated from actual EPS
100 over time, and gap has little information content

Ratio of actual vs. normalized EPS (1958-1Q24)
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Source: FactSet, Haver, BofA US Equity & US Quant Strategy
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The dark art of normalized earnings and cost of capital “Z7

Historically, higher real rates = higher growth = lower ERP The gap between actual and normalized EPS most explained by non-
Relationship between our normalized ERP vs. real rates since 1945 res investment YoY
5% Correlation between actual vs. norm. EPS and macro variables (1970-4Q23)
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Source: FactSet, Haver, Bloomberg, BofA US Equity & US Quant Strategy
Adjusting EPS by non-res investment removes excess cyclicality.... ..and is more predictive than log-linear based method
Normalized EPS incorporating output gap vs. actual EPS (1936-1Q24) R-sq of normalized P/E vs. subsequent S&P 500 returns by holding period
1960-4/24
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Source: FactSet, Haver, Bloomberg, BofA US Equity & US Quant Strategy Source: FactSet, Haver, Bloomberg, BofA US Equity & US Quant Strategy 14



Bottom line: fair value is very sensitive to rates, ERP and EPS 7

S&P 500 fair value given cost of equity and EPS
Fair value = (1/cost of equity)*2025 EPS

2025 Normalized EPS
$225 $230 $245
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Source: BofA US Equity & Quant Strategy
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Technical bull case: next rotation from bills to equity income

Dividend:s likely to contribute more than
during the last decade

Lower cash yields = higher equity allocations
Sell Side Indicator equity allocations binned by

//\\/
Room to raise dividends
S&P 500 dividend payout ratio, 1900-4Q23
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Source: BofA US Equity & Quant Strategy, Bloomberg

90%+ of mortgage applications are fixed rate
Adjustable rate mortgages: share of dollar volume of loan applications
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Source: MBA, Haver Analytics, BofA Global Research

Source: BofA US Equity & Quant Strategy, Bloomberg

‘00 10 20 '30 '40 '50 '60 70 '80 '90 '00 10 20

Source: BofA US Equity & Quant Strategy, Haver Analytics

Narrowing retiree cash income (5%) vs. mortgage payment (3%)
pushes trillions of USD to equity income

Household net worth ($tn; 1989-4Q23)
160
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m Traditionalist m Boomers Gen X m Millennial
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Source: BofA US Equity & Quant Strategy, Haver Analytics
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Long duration bonds look riskiest, not stocks v

Just coming off 5000-yr lows, and rate cycles last for years
Interest rates since 3000 BC

—

Short-term rates

Long-term rates
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Source: BofA Global Investment Strategy, Bank of England, Global Financial Data, Homerand Sylla "A History of Interest Rates' (2005)

US sovereign bonds: high risk, low return  US gov't debt is not anathema for equities Good news: foreign debt ownership is off its peak
US public debt to GDP vs. 10 year US Tsy yield S&P 500 returnsbased on US debt/GDP scenarios, % of total federal debt held by foreignvs. domestic
1930-present (as of 4Q2023)
140% 15% m Domestic (non-Fed) m Fed Foreign
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Source: Haver, BofA US Equity & Quant Strategy Source: Federal Reserve, S&P, BofA US Equity & Quant Strategy Source: FRED, BofA US Equity & Quant Strategy 17



Fed on hold? Not a problem for large cap value

Duration risk by index

Russell style & size indices and their current metrics as of 5/24

Value Core Growth
Shortest.duratlon: LTG: 12% LTG: 14%
LTG: 9% ) ) ) )
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Value is cheaper than usual, quality,
momentum, and growth are expensive

Average Relative Price/Book vs. equal-weighted

S&P 500 index
16 147
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Source: BofA Equity & Quant Strategy, FactSet
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Dividend Yield is neglected by active

managers

LO relative weight in High Dividend Yield (2008-

4/2024)
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Source: BofA Equity & Quant Strategy, FactSet

//\\/
S&P 500 duration risk manageable ... can shorten duration by cutting

costs and returning cash (e.g., META dividend)
S&P 500 duration based on bottom-up DDM (as of 5/24)

44
38
32
26

20

01 020304 05060708091011121314151617 18 19 20 21 22 23
Source: BofA US Equity & US Quant Strategy

No growth expectations outside of the
“Magnificent 7”

Sell-side consensus bottom-up long-term growth
expectations for S&P 500 (2006-5/2024)

73 === S&P 500 ex. M7

3

0607080910111213141617181920212223

Source: BofA Equity & Quant Strategy, FactSet 18



Large cap value: 2000s bad actors are 2020’s high quality 7z

..until CEO comp incentives revert to production goals

9% of S&P 500 cos with ESG as part of CEO short-term incentive
compensation plan (as of 11/23)

e 100%
80%

90% \/ \\ [\ \/j\-/ 60%
80% n
40%
70%
60% U \"\4/4\) 200/0
0%

Don’t expect a supply response in Energy...
S&P 500 Energy capex as % of operating cash flow (1990-1Q24)

120%

e Energy Capex as % of Operating Cash Flow
110%

50%
> %) v (] o n %) %) o “©n 8} —
P o8 E8 4988 8 &
c = v 9 o B B o c 0
30% w5 T = & N = S = T 5
= g v o % 2 2 T 8
20% o S O - =
9 92 94 9% 98 00 02 04 06 08 10 12 14 16 18 20 22 24 o
Source: BofA US Equity & Quant Strategy, FactSet Source: BofA US Equity & Quant Strategy, ICE Data Services
Financials leverage near record lows Metals & Mining capex needs to increase to get to reach Net Zero
S&P 500 Financials: Total Assets/Equity (1987-1Q24) Global Metals and Mining capex
19 200
USSBN Total Capex required
for Net Zero at 4%
16 150 depreciation: $127BN
100
13
50
10
0
— ™M LN ~ [en] — ™M LN ~ [e)] — ™M
7 = 8888588558858
87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21 23
19

Source: FactSet, BofA US Equity & Quant Strategy Source: S&P, IEA, BofA Global Research



Own Russell 2000 after Fed cuts, own quality SMID for now

Small caps typically outperform 6-12mos after the first rate cut
Small caps’ relative performance vs. large caps around the first Fed

cutsince 1926

6% m Small vs. large (avg. retum)

4%
2%
0%
-2% *
-4%

-6%

-12 -6

Source: BofA US Equity & Quant Strategy, Dartmouth data library

-3 -1 1 3
# of months before/after first cut

+ Hitrate 70% 13

35%
30% 05

Cheapfor areason?
Relative Forward P/E: Russell 2000 versus Russell 1000, 1985-5/24

= Small vs. Large — Avg.

65%
60% 11
55% : v
50% 09
o 45%
40% 07

6 12 ‘85 '87

>40% of SMID debt is short-term floatingrate S&P debt maturingin manageable chunks,

Russell 2000 (ex-Financials) debt profile (as of
3/24)

ST
Floating,
4.6%
LT
Floating,__
36.3%

LT Fixed,
54.1%

ST Fixed,
5.0%

Source: FactSet, BofA US Equity & US Quant Strategy

more risk in SMID
% of LT fixed debt maturing each yearex. Fins
20%  wsgP500  m Russell 2000
16%

12%

8%
4% | I'
0% “Lmuluuuu.l.l
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Source: FactSet, BofA US Equity & US Quant Strategy

‘89 91

93 95 '97 99 '01 '03 05 '07 '09 11 13 15 17 19 21 23

Source BofA US Equity & Quant Strategy, Russell Investment Group, I/B/E/S, Compustat

Small caps back-endloaded growth in 2024
Quarterly y/y bottom up EPS growth trajectory for S&P 600 vs S&P 500
(Consensus estimates; based on historical index const.)

40%

m Small cap (S&P 600) = Large ap (S&P 500)

20%

0%

-40%
1022 2Q22 3022 4Q22 1Q23 2Q23 3Q23 4Q23 1024 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25
20
Source: FactSet, BofA US Equity & US Quant Strategy



Timing is everything: watch 2H 2024 7

Policy uncertainty spiked into Nov. ‘20, Nov ‘16, Nov ‘12, Nov ‘08
US Economic Policy Uncertainty Index, 1985-today

400 = Policy uncertainty
350 — AVG.
300
250
200
150
100
50

8586 889092949697 9901030507081012141618192123

Source: Haver,BofA US Equity & Quantitative Strategy
VIX surge right about now: YC slope indicates mid-’24 VIX trough
YC2-10 spread (3yr lead) vs CBOE VIX

e=)-10yr Tsy spread 3-yr lead (Ihs, inverted)
-100 e \/[X Index (rhs)

100

200

300

87899193959799010305070911131517 1921232527

Source: Bloomberg, FactSet, BofA US Equity & Quantitative Strategy

25% increase in volatility from July-Nov of presidential election years

Average monthly volatility (monthly average of daily S&P 500 return
volatility 1928-1989, VIX 1990-present) for US election years since 1928

19 183
17.9

18
17
16
15
14

13
July Aug Sept Oct Nov Dec

Source: Bloomberg, FactSet, BofA US Equity & Quantitative Strategy

Low earnings volatility has outperformed when volatility rose

BofA Quality Indices 12-Mth Performance Correlation to 12-mth change in
CBOE VIX (1986-present)
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Source: FactSet, BofA US Equity & Quantitative Strategy 7



Oil shocks and stocks

Middle East conflict scenarios
We present three potential Iran-Israelscenarios and theirimpact on energy
prices:alimited conflict,adirect Iran-Israel war,and a broader regional war

Scenario

1

No response, failed retaliation, or limited Iran-lsrael tit-for-tat military confrontation with no
disruption to energy supplies.

Direct Iran-Israel war that could last several months with major Iranian oil supply disruptions: Iran
crude oil production goes down by 1 to 1.5mn b/d. Then OPEC+ increases production to partially
offset volume losses from Iran, but spare oil production capacity drops sharply.

Expansive Iran-Israel prolonged war with a major oil disruption in Iran that also triggers energy
disruptions in other parts of Middle East, whether due to infrastructure damage or refusal to
navigate the strait. Oil market loses +2mn b/d and tensions in the Persian Gulf led to LNG export
disruptions.

Source: BofA Global Research

Discountretailers lagged luxury as oil prices rose
Relative 12m returns of discount vs. luxury retailers and
12m change in WTl oil since 1990

= Discount vs. Luxury Retail YoY returns (LHS)

125%

100%

75%

50%

25%
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-25%

-50%

YoY change inWTI Ol (RHS; inverse)

orrelation: -42%
90929395969899010204050708101113141617 19202223
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Price assumptions under Middle East conflict scenarios
Projected quarterly price paths forBrent, WTl crude oil, TTF natural gas in each
scenariointo 2025

Brent $/bbl WTI $/bbl TTF EUR/MWh

Scerarios 1 2 3 1 2 3 1 2 3
202401 82 B2 82 77 77 77 28 28 28
202402 jatal 130 190 13 123 180 33 57 150
90 120 170 25 113 160 33 50 150
26 110 155 a1 103 145 32 45 120
24 100 140 79 93 130 37 42 105

20 100 130 75 93 120 35 40 a5

202503 78 100 120 73 93 110 33 38 65
202504 78 100 110 73 93 100 35 40 65

Source BofA Global Research estimates

0Oil shock? Buy Energy, sell Consumer
(especially Staples/low price pointretailers)
S&P 500 sectors’ relative performancevs. WTI
oil based on monthly changes (1972-present)

03

Correlation (RHS)

s
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=
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—
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—
—

Supply-driven oil spikes are worse for stocks

4429

Correlation between S&P 500 QoQ returnand WT1QoQ
price change when higheroil prices are led by supply
(narrowing crack spread) vs. demand (widening crack

spread),3/1986-9/2021

Source: BofA US Equity & Quant Strategy, Bloomberg, FactSet Note:
Discount retailers performance based on equal-weighted monthly returns
of YUM, DLTR, DG, TGT, WMT, MCD, KSS, TJX, ROST. Luxury retailers
performance based on equal-weighted monthly returns of CPRI, EL, JWN,
TIF (through Sept 2020), TPR, RL.
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Source: FactSet, BofA US Equity & US Quant Strategy,

Bloomberg
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Geopolitical shocks and stocks

S&P 500 peak-to-trough declines have been 8% on average during major macro shocks/geopolitical events, but more than fully

recovered after three months

S&P 500 price changes around historical macro shocks and geopolitical events since 2010

-1 -1 +1 +1 +3 Peak to Trough to +3m after  Trough days after (before)

Events month day day month month trough event event
S&P downgrades Greek Sovereign Debt to junk/1st Greek Bailout 39%  -04% -23%  -90% -8.1% -16.0% 904 66
Arab Spring: "Beginning’, Tunisian Revolution begins 39% 01% 03% A1% 28% -1.6% 13.8% -18
Arab Spring: Syrian/Libyan civil war begins 24% -06% -11% 1.8% -2.4% -6.4% 858 1
S&P downgrades US debr -103% -48% O1%  -22% 4.4% -18.8% 16.5% 59
S government shuts down 3% 06% 08% A4.8% 9.9% -5.4% 13.2% 7
Scotland passes referendum to vote on independence (voting date was 9/18/14) 36%  -04% O03% 28% 1.5% -23% 11.7% -24
Russia annexes Crimea 1.0% 10% 0.7% 03% 53% -4.0% 7.8% 24
Swiss abandons cap on Franc vs. Euro FX rate 1.1% 06% 09% 43% AT% -0.8% 73% -30
Greece: misses debt payment to IMF -23%  03% 07% 2.0% -6.8% -12.2% 6.8% 55
China: Devalues yuan 13% 13% -10% -68% -1.4% -122% 13.0% 14
S&P downgrades Japan credit rating 5.4% 13% 0% 2.8% 4.8% -11.2% 13.0% -2
Turkey shoots down Russian plane for violating Turkish airspace 06%  -01% O0l% -12% -75% -133% 6.4% 79
Fed - Ist rate hike - increase interest rate 25bps 05% L1% 15% -80% 0.8% -13.0% 10.8% 57
Brazil: House votes to begin President impeachment trial 15%  01% O07% -1.6% 4.1% -56% 8386 70
Brexit: UK votes to leave the EU 32% 13% -36%  29% 2.4% -5.6% 95% 4
Trump orders 59 Tomahawk cruise missiles to be fired at the Shayrat airbase in Syria 09%  03% 02% 20% 2.4% -2.4% 53% 7
Trump fires FBI director James Comey 1.9% 00%  -0.1% 13% 3.1% -12% 6.5% -26
North Korea detonates a hydrogen bomb -its most powerful nuclear test ever 0.0% 02%  0.0% 21% 6.7% -21% 9.2% -15
Catalonia votes for independence from Spain 1.7% 04% 04% 2.4% 6.1% -0.8% 9.5% -26
The US announces imports of steel and aluminum threaten national security Under Section 232 -1.6% 12%  0.0% 0.8% 03% -102% 81086 -8
Trump administration releases initial list of Chinese products worth S50bn that are under consideration for tariffs  -4.1%  -22%  1.3% 1.9% 51% -13% 79% -1
Italian bond yields spike on budget concerns 0.6% 04% -0.1% 2.1% 4.7% -29% B87% -14
Collapse in Argentina and Turkey's currency ignites concerns of emerging market currency crisis 16%  -03% O07% 1.4% 55%% -1.5% 89% -18
LS releases list of $200bn Chinese goods subject to tariffs 02% 09% 03% 1.8% 0.1% -3.1% 86% -13
Powell says we're "along way’ from neutral on interest rates 0.8% 00%  0.1% -69% -163% -19.8% 6.8% 82
US government shuts down 88%  -21% -27% @ 89% 15.9% -15.7% 21 4% 2
LIS Treasury designates China as a currency manipulator 0% 07%  30% 1.5% 4.9% -6.1% 84% 9
Drones were used to attack the state-owned Saudi Aramco oil processing facilities 41%  01% 03% -06% 6.1% -26% 12.1% -24
Top Iranian military official killed by US airstrike 3.8% 00%  0.8% -02% -21.8% -1.0% 17.6% 81
China puts Wuhan City, the center of the COVID-19 gutbreak, on lockdown 3.0M 00%  01% 0.5% -15.8% -33.9% 28.5% &0
Russia/Ukraine conflict begins 4206 -18% 1.5% 7.0% 6.7% -15.8% 1.9% 84
Average 01%  02% 01% 07% 0.4% -82% 10.5% 17
Median 0.8% 00%  01% 1.8% 2.8% -5.6% 89% 4
Min -103% -48% -36%  -90% -21.8% -33.5% 1.9%
Max 4.1% 13% 1.5% 89% 15.5% -08% 285%
Average non-US 0.9% 01% O1%  09% 06% -14% 10.3%
% positive 614 45%  61% 1% 65%

Source: BofA US Equity & Quant Strategy; FactSet, S&P. 23



Earnings outlook




S&P 500 Earnings Outlook: $250 for 2024, $275 for 2025 7

All based on current constituents unless specified Bottom-up Consensus BofA Analyst estimates BofA Strategy
2023 | 2024 py 025 py | 2024 py W py | 2024 py 2025 py

S&P 500 Pro-forma EPS (Historical Index) $222.0
S&P 500 Pro-forma EPS (Current Constituents) 52241 | 52434 9% 52760 3% S247.0 0% 52799 5% | 52500 2% 52750 0%
Sector (5 billions)
Consurmer Discretionary 1578 | 1112 9% 1961 715% | 1984 2% 2250 31% | 1793 14% 1961 9%
Consurmer Staples 1220 | 1271 4% 1367 8% | 1273 4% 1368 &% | 1266 4% 1320 4%
Energy 1426 1323 7% 1485 12% | 1289 -10% 1442 9% | 1405 1% 1495 6%
Financials 3379 | 3291 3% 3568 8% | 3265 3% 3532 7% | 3353 1% 3591 7%
Health Care 2445 | 2773 13% 3100 12% | 2774 13% 3098 12% | 2767 13% 2998 8%
Industrials 1627 | 1746 7% 1975 13% | 1736 7% 198 13%| 1819 12% 2020 1%
Information Technology 3758 | 44001 % 5127 Te% | 4394 17% 5159 17% | 4534 Z1% 5089 12%
Materials 482 472 -2% 536 1% | 473 2% K43 15% 478 -1% 522 9%
Heal Estate 531 558 5% 592 A% 574 8% B09 9% 576 8% 887 4%
Cornmunication Services 1746 | 1994 714% 2231 12% | 2075 19% 2297 15% | 2053 18% 2234 9%
Utilities 527 592 12% 641 8% | 589 12% A48 0% | 601 14% 659 10%
S&P 500 18719 | 20134 &% 22582 2% 20426 9% 22913 M4%| 20646 0% 22496 9%
S&P 500 ex. Financials 15340 | 16842 10% 19015 13% | 171601 12% 19381 15% | 17293 13% 18905 9%
S&P 500 ex. Energy and Financials 13913 | 15519 72% 17530 73% | 15872 14% 17939 16% | 15888 14% 17410 10%
S&P 500 ex. Energy 17292 | 18811 9% 21097 12% | 159137 % 21471 14% | 19241 1% 210001 9%
Energy Sector (5bn) 1426 | 1323 -7% 1485 12%| 1289 -10% 1442 9% 1405 -/% 1495 6%

Avg. Oil Price {wtd. blend of Brent & WTI) SB1/bb! ~578/bbl 3% -~578/bbl 0%
S&P 500 Dividends (Historical Constituents, $/share) 57030 $80.00 4% 58800 0%
Key Macro Economic Forecasts
Global GDP growth (real) 3.0% 29% 32%
US GDP growth (real) 25% 27% 1.9%
F Rate: USS/Euro (average) 1.08 111 1.18

Source: BofA US Equity & Quant Strategy, FactSet



2023: EPS recession. 2024: EPS recovery 7

Higher costs, services > goods drove an EPS recession Earnings recover stronger than they fall

S&P 500 quarterly EPS YoY (ex-Fins) vs. modelled EPS YoY based on linear S&P 500 TTM EPS before/after earnings troughs (1950-present)
regression using GDP (+), CPI (+), wages (-), ail (+) and USD (-)

140
100% e Actual quarterly EPS YoY (ex. Fins) e \odelled quarterly EPS YoY
0
80% . '89-91
600 110 183150,
0 07-09
40% T~ ST L 802200002
200/0 80 / 156_58
0%
|
-20% 50
-109 8765 4-3-2-1012345%6 78910
-40% # of quarters before/after EPS trough (O=trough)
7577798082848688909294969800020305070911131517192123
Source: BofA US Equity & Quant Strategy, FactSet; Modelled earnings growth is based on a linear regression using Source: BofA US Equity & US Quant Strategy, FactSet, Haver Analytics. Note: based on the same
these variables: GDP, CPI, Avg. hourly earnings, oil and USD number of quarters leading to the trough and following the trough; 100=pre-recession peak

S&P 500 is more geared towards goods consumption than the Goods vs. services started improving at a very low level

economy Goods vs Services consumption TTM YoY vs EPS vs. GDP TTM YoY
Our estimate for Goods vs. Services exposure of S&P 500 based on (1951-1Q24)
industry breakout of 2Q23 earnings vs. % goods/services for US
y (based Q | dgd db ° .g dustry, 2022) 15% ——Goods vs. Services expenditure TTM YoY 60%
economy (based on gross value added by industry, TIMEPS y/y - GDP y/y (RHS) 50%
100% Public sector, 10% 40%
A 30%
80% 50 r-sq: 0.32 20%
60% 10%
0% 0%
40% -10%
20% Goods, 51% -5% -20%
Goods, 18% -30%
0% -10% -40%

SPX LTM earnings US economy 5155586164677074778083868993969902050812151821

Source: Haver Analytics, FactSet, BofA US Equity & US Quant Strategy Source: FactSet, Bloomberg, BofA US Equity & US Quant Strategy 26
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Coincident and leading indicators picking up 7
Our Corporate Misery indicator remains positive (macro Dr. Copper bodes well for global economy
nargin proxy) Spot price of copper in USD (12/1986 to 5/2024) LME Copper Cash
BofA Counmdisesydridicatan:H angr=moremisarablehd Qi yiidé Recession ——Copper

15% 60% 12000
0% 10000
5% 20% 8000
0% 6000
-5% -20% 4000
-40% 2000
-15% -60% 0 — — — -
788183 85878991 949698000204 0709 111315172022 8687 8990 92 93 9596 98 99 01 02 04 0507 08 1011131416 17 192022 23
Source: BofA US Equity & Quant Strategy, Conference Board, BLS Source: Bloomberg
Rail freight volume argue for a pickup in manufacturing Koreaexports read positive for manufacturing
US rail freight carloads YoY vs. ISM Manufacturing PMI (2002-5/24) Korea exports YoY vs. ISM ManufacturingPMI(1997-5/24)
40% 70 Korea exports YoY = —— Manufacturing PMI (RHS
—US rail freight caroads (YoY) e |SM PMI 50 P 8 PMI (RH3) /0
30% 40
30
20% 20
10
10% 0
0% ';8
-10% -30
-40
-20% 979899000102040506070809111213141516181920212223

02030405060708091011121314151617 181920212223 24
Source: Bloomberg, BofA US Equity & Quant Strategy Source: Bloomberg, BofA US Equity & Quant Strategy

BofA Corporate Misery Indicator: The indicator identified as BofA Corporate Misery Indicator above isintended to be an indicative metric only and may not be used for reference purposes or asa measure of performance for any financial instrument or contract, 27
or otherwise relied upon by third parties for any other purpose, without the prior written consent of BofA Global Research. This indicator was not created to act as a benchmark. Note: see Appendix for full details/methodology.



Margins bottomed, demand recovery & operating leverage next

The inventory cycle is bouncing off the trough level

S&P 500 select industry groups* days sales of inventory YoY (1997-5/24)

15% Recession e Days sales of inventory YoY

10%
5%
0%

-5%

-10%

-15%
9798990001 0204050607 080911121314151618 1920212223

Source: BofA US Equity & Quant Strategy, FactSet **Automobiles & Components, Capital Goods,
Consumer Discretionary Distribution & Retail, Consumer Durables & Apparel, Consumer Staples
Distribution & Retail, Food, Beverage & Tobacco, Health Care Equipment & Services, Household &
Personal Products, Materials, Pharmaceuticals, Biotechnology & Life Sciences, Semiconductors &
Semiconductor Equipment, Technology Hardware & Equipment

Demand recovery = higher margins

S&P 500 ex. Energy & Financials sales growth YoY vs. EBIT margin
YoY (1977-1Q24)

e Real sales growth == EB|T margin YoY (RHS)

20% 5%

15% 30

10% 0

5% 1%
0%

-50% -1%
-10% 30
-15%

-20% -5%

77 8082 84 868890939597 99010306081012141619 21 23
Source: FactSet BofA US Equity & Quant Strategy

2z
BofA Industrial Momentum Indicator typically leads Global
Manufacturing PMI

BofA Industrial Momentum Indicator
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Source: BofA Global Research

Energy, Cons. Disc. Industrials, Materials and Tech have historically
had high operating leverage

Correlation and beta between EBIT margin YoY vs. real sales growth YoY
(1977-1Q24)

100% m Corr. + Beta (RHS) 25%
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Source: BofA US Equity & Quant Strategy, Bloomberg

BofA Industrial Momentum Indicator: Backtested period = January 2012 through January 2019, Actual Performance since February 2019. This performance is back-tested and does not represent the actual performance of any account or fund. Back-tested
performance depicts the theoretical (not actual) performance of a particular strategy over the time period indicated. No representation is being made that any actual portfolio is likely to have achieved returns similar to those shown herein. Disclaimer: The indicator 2 8
identified as BofA Industrial Momentum Indicator above isintended to be an indicative metric only and may not be used for reference purposes or asa measure of performance for any financial instrument or contract, or otherwise relied upon by third parties for

any other purposes, without the prior written consent of BofA Global Research. This indicator was not created to act asa benchmark.



Manufacturing capex cycle intact

No major project delays

Mentions of “project delay” on earnings calls
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Source: BofA US Equity & Quant Strategy, FactSet

10+ years of underinvestment in US manufacturing

US manufacturing capacity YoY (1980to 2023)

Capex guidance still positive

Ratio of upward to downward guidance of S&P 500

companies on planned capex (2007 to 5/2024)
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Source: BofA US Equity & Quant Strategy, FactSet

Stuff is old

//?/

Corporate capex dwarfs stimulus capex

Estimated S&P 500 capex vs. estimated stimulus
from CHIPS, ESSER, 1A, IRA etc.

Estimated stimulus

1800 m Estimated TMT capex
m Estimated S&P 500 capex ex. TMT
1200
600
0
™ N
SRR P R RN

Source: FactSet, BofA Global Research, FactSet; 2024-2031;
assumes 5% YoY growth rate.

Average age of private fixed assets and structures
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Hyper-scalers: TMT accelerating capex is bullish for rest of market

Hyper-scalers expected to drive most of
capex growth for the S&P 500 in 2024

S&P 500and hyperscalers (MSFT, AMZN,
GOOGL, META) capex

$1,200

m Hyperscalers m S&Pex.hyperscalers
$1,000
$800
$600
$400
+0 $1978
50 +33% YoY

2022
Source: BofA US Equity & Quant Strategy, FactSet

2024E

Fade the naysayers
“Internet may be just a passing fad..”

Duy et ety Dot .

Infernet* may be

just a passing
fad as millions

give up on it’

Netloss:Two

fure of burgeeing . -

e || —
Source: Global Financial Data, Homer and Sylla"A History of
Interest Rates" (2005), Bloomberg

Who builds data centers?
9% of data center capex by category

Construction
21%

Source: US Chamber of Commerce

Disruptive tech adoption takes time
Al hype cycle

Visibility

Peak of Inflated Expectations

We are here Mainstream Adoption

Slope of Enlightenment

Trough of Disillusionment

Tech Appears

Source: BofA Global Research

v

Time

7
Capex growers have historically underperformed

Relative performance of top decile in LTM capex YoY vs.
the equal-weighted S&P 500 (1986-5/24)

12 e (3PEX GrOWETS VS, SPW e Sector neutral return
10
08
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0.0

868890929496980002040608 1113 1517192123

Source: BofA US Equity & Quant Strategy, FactSet

Al software market slated to grow to $944bn by
2027, +153% vs 2022

Global Al software revenues (Sbn) from2022-2027E
$1,000

mAl Feature Al Core

$750

$500

$250

%0

2022 2023k 2026 2027E

Source: BofA Global Research, IDC; Al Feature software includes software product
offerings that were already developed and in production before Al features were
embedded. Al Feature software would continue to function even if Al capabilities
were removed. Al Core software includes software product offerings that were
developed with Al features as the core component of functionality. Al Core
software would not continue to function if Al capabilities were removed.

2024 2025E
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Tech is done cutting costs. Self-help moving into non-Tech.

The Maghnificent 7 recouped their margin loss by cutting costs
EBIT margin YoY ex. Energy & Financials (3Q19-1Q24)

e EB|T margin YoY (ex. Mag. 7 & Energy) e Mag. 7
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Source: BofA US Equity & Quant Strategy, FactSet

The bar was high for 1Q earnings ... especially Tech

No rewards for beats, but bigger penalties for misses

Rel. 1-day post-reporting performance (vs. S&P 500) on EPS & sales
surprise (1Q00-1Q24)

e Beat on both
6%
4%
2%
0%

-2%

-4%

-6%

-8%

Missonboth  --------- Avg. (beats)

Avg. (misses)

1-day relative performance
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Source: FactSet BofA US Equity & Quant Strategy

1Q24

Non-Tech is still cutting costs, but Tech is done
Challenger US job cut announcement (6/21-4/24;,000)

200 —Non—chh' off e Tech layoff (RHS) 60
50
150
40
100 30
20
50
10
0 A 0
22222338358 N RURRRES
JER3352335538558355%8335%
Source: BofA US Equity & Quant Strategy, Bloomberg
Relative performance of reported companies vs. S&P 500
1Q24 earnings reactions based on surprise
Start of Start of
reporting  reporting season
seasonto 1day to5 days after
1 day 5day after reporting reporting
EPS Beat -0.2% 0.0% 0.1% 0.2%
EPS Miss -25% -23% -3.4% -33%
EPS In-Line -1.7% -1.7% -3.0% -3.0%
Sales Beat 0.2% 0.2% 03% 0.4%
Sales Miss -20% -1.8% -2.7% -25%
Sales In-Line -34% -2.3% -1.9% -06%
Both Beat 0.4% 0.4% 0.7% 0.8%
Both Miss -3.4% -33% -4.4% -4.4%
Source: FactSet BofA US Equity & Quant Strategy 31



Corporates have time to adapt to higher rates 7

Higher interest expense has been a small dragsince hiking began... -.and has been a surprisingly small tailwind from 90s to 2021

S&P 500 ex-Fins change in net margin contribution since 2021 (LTM as of S&P 500 ex-Fins change in net margin contribution from 1990s to 2021

4Q23)
14% 12.5%
14% 9 -0.09 +0.7% 1270
125%  ggop *02%  00% o3, 4% -06% 115% 12% 219
12% | - 270/ —0.10/0 _0.60/0 .
10% 10% A -0.8%-1-1%
|
8% 8% 69% .
6% 6%
4% 4%
2% 2%
0% 0%
2021 Net COGSex- D&A  SG&Aex- R&D  Interest Other  Taxes  LTMNet 9504 COGS DA SGEA R&D Interest Other Taxes 2018 2021
Margin D&  (lLower) R&D  (Higher) (Higher) (Lower) (Higher) Margin Net efo&A(H|gher)ex‘fR&D(ngher)(Lower)(Lovver)(Lower) Tax Net
(Higher) (Higher) Margin (Lower) (Higher) Reform Margin

Source: FactSet, BofA US Equity & Quant Strategy

2007: 44% of S&P debt was L/T fixed
S&P 500 debt composition (as 4Q 2007)

Source: FactSet, BofA US Equity & Quant Strategy

Now: 79% of S&P debt is L/T fixed

S&P 500 debt composition (as of March 24)

Effective rate rising, but just back to pre-COVID levels
S&P 500 effective interest rate on debt (1994-5/24)

ST 12%
! LT Floatin Effective | deb
Floating . Floating " g 10% — Effective interest rate on debt
29% LT Fixed ST Fixed 6%
4% 10% 8%
ST 6%
Fixed
2% 4%
LT LT Fixed
Floating 79% 2%
25% 9% 97 00 0 06 09 12 15 18 21 24

Source: FactSet, BofA US Equity & Quant Strategy

Source: FactSet, BofA US Equity & Quant Strategy

Source: FactSet, BofA US Equity & Quant Strategy
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This is not your parents’ credit cycle

Difference sources: from banks to private sector

Growth of S1in large cap banks’ vs. small cap banks’
vs. private equity’s vs. private credit's AUMs (Q4

2012-Q2°23)

mRussell 1k m Russell 2k PE

100%

75%

m Private Credit

Source: FactSet, BofA US Equity & Quant Strategy, Pregin

Real Estate/Fins were problems of GFC

High yield credit: actual default rates as of 4Q2008 High yield credit: default estimate over next 12m
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Capital Goods

Different uses from expanding manufacturing

capacity to share buybacks

>
//

Regionals more credit sensitive than SIFls
(flipped from pre-GFC)

Use of rolling 5-yr operating cash flow + debt issued ~ R-sq of earnings growth YoY vs. Sr. Loan Officer

(4Q85-1Q24)
m Tech/Intangible Gapex
m Buybacks = Cash build
90%

60%

30%

0%

m Structures/Tangible Capex

Div
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Source: FactSet, BofA US Equity & Quant Strategy

..TMT is problem of today
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Source: BofA High Yield Credit Research
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Survey

009 gogP500Banks  mR2000Banks

0.06

Pre-GFC Post-GFC
(1990-2009) (2010-19)
Source: Haver Analytics, FactSet, Bloomberg, BofA US
Equity & Quant Strategy

Small caps Longer gestation, larger cap debuts
for IPOs

9% of IPO value debuting in Russell Tk (97-present)
90%
mmmm R10001PO

%

600/0 —A\/g

30%

0%
'97'99'01'03'05'07 '09 '11"13 15171921 '23
Source: Dealogic, FactSet, BofA US Equity & Quant
Strategy



US consumers slowing, but won’t stop until they lose their jobs

Hiking cycle has yet to materially affect
households

HH debt service & financial obligations ratio (%)

20 = Debt Service ratio

18 Financial obligation ratio
16
14
12
10

8
2000 2003 2006 2009 2012 2015 2018 2021

Source: Haver

Layoff announcements are off the peak
Challenger job cuts announced (3-mo. avg.) vs.
# of layoff news stories (2020-4/24)

mmmm Job cuts announced (3mavg.)
e ## of layoff news stories (RHS)
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Source: BofA US Equity & Quant Strategy, Bloomberg

~85% of mortgages in the US are fixed rate

Floating mortgages as a share of dollar volume
of loan applications (as of 5/24)

45

30

90 93 96 99 02 05 08 11 14 17 20 23

Source: Bloomberg

Delinquencies rising for Gen Z & Y, but
poised to inherit from Boomers
Transition into serious delinquency (90+) for
credit cards by age (as of 1Q24)
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Source: New York Federal Reserve

All cohorts gained since 2019

Change in networth by income cohort (i.e,,
income percentiles) since 2019 (as of 4Q23)

50% 45.4%

43.5%

40%

30%

20%

10%

0%
99t0 100 80t0 99 60to80 40to60 20to40 0to20

Source: Haver, BofA Global Research

Great resign., re-shoring & tight immigration
have kept participation rate near cycle lows
% contribution to the total change in labor force
participation since 98

m In school m Other m Retirement m Shadow labor force

100% f‘ >y —

75%

50%
25%

0%
09 10 11 1213 14 1516 17 18 19 20 21 22

Source: FRB Atlanta, BofA US Equity & Quant Strategy. Note:
Disability/lliness and Family Responsibilities are not included 34



Long tail of reshoring projects underway, bullish for cyclicals “Zz

China sales exposure stalled since 2018 despite China’s economy North America corridor: China’s share of US imports now < Mexico +
representing a bigger portion of the world economy Canada
S&P 500’s China sales exposure vs. Chinas GDP as % of world GDP 9% of US imports of everything from China, Mexico, and Canada
24% . )
—— China GDP % of World GDP o China Mexico Canada
20% —— Chinasales (% of S&P total; RHS) 6.0% °
20%
16% 45% 18%
12%
30% 16%
8% 14%
4% 15% 12% -
0% 0.0% 10%
040506070809101112131415151617181920212223 14 15 16 17 18 19 20 21 22 23 24
Source: BofA US Equity & Quant Strategy, FactSet, Bloomberg Source: Panjiva, BofA US Equity & Quant Strategy

Everyone is talking about re-shoring Reshoring in practice: FDI jobs in 2022 at an all-time high

Companies mentions of re-/near-/on-shoring (100=max) (as of 5/24) Manufacturingjobs: reshoring + Foreign Direct Investment
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Source: BofA US Equity & Quant Strategy, Alphasense Source: Reshoring Initiative Library data 35



Sector outlook




Summary outlook

//?/

Sector Weight in S&P 500 |BofA View [Bull case Bear case
Commodity cycles end w/ oversupply; not likely if CEO pay is on ESG /div targets, not production. |Lowest Quality sector based on S&P rankings
Avg. $86/bbl Brent in 2024 (house view); attractive FCF even at $70 High GHG direct emissions profile + secular headwinds from renewables, green capex
Energy 4.1% o/ |Inflation-protected yield; weakening USD Ceasefires, peace breaks out
War pushes energy security ahead of decarbonization
Re-rating on capital and supply discipline, IRA beneficiary
Fed is done hiking Risk if job losses extend beyond Silicon Valley/Wall Street
Consumer Housing benefits from structural shortages Long duration (AMZN + TSLA =50% of sector), AMZN = COVID demand pull forward
Discretionary 10.2% O/W  [Positioning: long-only fund and hedge fund positioning near historical lows Expensive (but roughly in line with average ex. TSLA/AMZN)
Real wage growth positive, Recovery regime beneficiary Continued Fed hiking
Consumer resilience - 85% of US mortgages are fixed; Boomers transferring wealth Temu
High quality and low leverage; Mispriced risk: Lower EPS vol than S&P 500 but high price beta Rising deposit costs & increased regulatory risk after bank fallouts
Financials 13.1% o ngher interest rates vs. prior cycle; 100% hit rate in Recovery regimes; historically inexpensive  [Commercial Real Estate (23% of total loans)
Regional Banks =2.5% of the sector
Positioning is excessively light vs. history
Inflation protected yield, adequately pricing in refinancing risks assuming peak short rates Commercial real estate risk
Real Estate 2.2% O/W  |inexpensive and unloved by long-only funds and hedge funds; Real asset, butalso abond proxy | Biggest exposure to refinancing risk, most negative real rate beta
CRE/office < 3% of market capitalization
Underinvestment in manufacturing, single family, mining over last decade drives higher returns  |Most exposed to China (along with Tech)
Materials 2.4% M/W  |Continued capex cycle Overweight by hedge funds, long-only positioning elevated
Potential recovery in goods spending (exposed to housing/autos/etc.) Ranks last in our tactical quant model
Capex, automation, green solutions and re-shoring beneficiary Crowded (overweight by both long-only and hedge funds)
Industrials 8.8% M/W Half cyclical, half Quality Rising earnings volatility amid de-globalization /less diversified end markets
Fiscal stimulus (bipartisan infrastructure bill = 11% of nonresidential construction spend)
Stable fundamentals / defensive hedge Renewables / green themes were born during ZIRP, not 5% rate world
Utilities 22% MW IR}A}/ engrgy transition beneficiary Dividend yigld vs. 10-yr yield below po(st—GFC}avg, A
Disinflation and lower rates Has lagged in Recovery/Downturn regimes with a 0%/12.5% hit rate.
Positioning: long only funds at 10yr high
#1in our tactical quant model Positioning risk rising, high expectations (LTG forecasts)
Communication 9.9 MW Big buybacks shortened duration risk Headline risk in 2024 regulatory, anti-monopolistic
Services - Valuations reasonable Too big to grow
Corp ad spend slowdown potential
Secular themes (Al, cloud, telecommuting, robotics, etc.) & re-shoring capex Peak globalization (most multinational sector)
Technology 29.6% W Long-only positioning risks subsidgd N ' CovID puII—fongrd as extrlenje as ahead of Y2K . o
Clean balance sheets, strong margins, positive earnings trends Regulatory / anti-monopolistic overhang; expensive, crowding risk in NVDA/MSFT
Alarms race De-stocking risk most evident for semis, tech hardware and autos
Defensive sector offering secular growth Positioning: overweight by both long-only and hedge funds
Health Care 12.2% uw Baby boomer spenq beneficiary Gov't exposure ghead .of fiscal austerity; election year — headline risk on drug prices
Select stocks benefit from Al Increased labor intensity, care workers harder to automate
Expensive on some measures; higher refinancing dollar risks than other sectors
No matter what, we still have to eat - defensive hedge Elevated positioning by hedge funds
G Benefits from white collar recession/consumer trade down Underperforms in Recovery regime
onsumer o ) ) ) .
Staples 5.9% uw Ranks poorly in our tactical quant model; lower quality vs. history

Hit harder than Discretionary by regressive il / gas tax - low price point retailers 4if
Deflation risks; GLP-1 = thematic overhang



Mixed positioning signals, but defensives & bonds crowded 2

Global equity positioning among systematics equity
stretched: 74th percentile
BofA Model CTA, risk parity and vol control equity position

$800bn e Bf A Mod el CTA, Risk Parity, and Equity Vol Control
S7000 & s RN
$600bn Jan- 20
$500bn
$400bn aAd
$300bn
$200bn
$100bn

S0bn

2018 2019 2020 2021 2022 2023 2024

Source: BofA Global Research. Data from 29-Dec-2017 to 13-Feb-24. Assumes unlevered AUM
0f$300bn in CTAs, $200bn in risk parity and $200bnin equity vol control strategies.

GWIM survey: 35% of respondents are moving into bonds,
similar to % moving into equities
How are you currently changing yourasset allocation? Moving more into..

m Equities m Fixed income Cash
m Alternatives m Commoadities m None of the above
90% . i '
0,
60% . o

]2% 11%

30%

0%

2017 2018 2019 2020 2021 2022 2023 2024
Source: Wealth Management Marketing Research, BofA US Equity & Quant Strategy

GWIM survey: Equity allocation increased YoY, but remains below
the 2017-22 levels

Average 9% equity allocation

66%
64%

63% 2% 6% 63% 62%

60%

57%

54%

51%

2017 2018 2019 2020 2021 2022 2023 2024
Source: Wealth Management Marketing Research, BofA US Equity & Quant Strategy

Bubblette, not a bubble: volatility rises prior to peak as assets trade
increasingly on momentum rather than fundamentals

Ratio of 1m realized vol at peaks vs 1y prior, for historical asset bubbles

prior

Ratio of 1M realized vol at peak vs Ty

Dow Gold  Nikkei ~ NDX  HSCEI 0il2008 Biotech Bitcoin ARKK  Mag7
1929 1980 1990 2000 2007 2015 2017 2021 (present)

Source: BofA Global Research. Data from Sep-1927 to 20-Feb-24. Mag7 data point represents ratio
current Tm realized volto 1y prior. “Magnificent 7" orMag?7 refers to Apple (AAPL), Microsoft (MSFD
Nvidia (NVDA), Amazon (AMZN), Meta (META), Alphabet (GOOGL) and Tesla (TSLA). 38



Overweight Energy

Inflation-protected yield: TIPS + 5ppt
FCF yield of S&P 500 Energy sector vs. TIPS yield (1998-3/24)

15%  ——=Spread between Energy FCF yield vs. TIPS
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6%

3% n M m M
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Source: BofA US Equity & Quant Strategy, FactSet, Bloomberg

Energy leads in aligning CEO compensation to ESG metrics
% of S&P 500 companies with ESG metrics as part of CEO short-term
compensation plan within thelast 3 years, as of 11/2023)
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Source: BofA US Equity & Quant Strategy, ICE
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Supply discipline prioritized over production goals
S&P 500 Energy capex as % of operating cash flow (1990-4Q23)
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Source: BofA US Equity & Quant Strategy, FactSet

0il going to $0? Tobacco similarly “doomed” after surgeon
general cancer announcement in 60s

S&P 500 Tobacco industry’s rel. perf (total return)vs. SPX (1969-90)
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Source: BofA US Equity & Quant Strategy, FactSet 39



Overweight Consumer Discretionary v

End of tightening? Buy lending beneficiaries Positioning just off all-time lows for LO and HF
Discretionary sector historical relative performance vs S&P 500 Funds’ relative weight in Discretionary vs S&P 500 (2008-2/24)
Fed tightening cycle e Disc. vs. SPX
150 1.7 3
e | ong-only Funds
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Source: BofA US Equity & Quant Strategy, FactSet Source: FactSet Ownership, BofA US Equity & Quant Strategy
CD is biggest beneficiary from real wage growth Jobs are lynchpin of consumption, and no broad-based layoffs yet
Relationship between real wage growth YoY (Avg. hourly earnings — CPI) Earnings transcript mentions of “layoffs” (as of 2/24)
vs relative sector performance (1970-present) 1 Q
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Source: BofA US Equity & Quant Strategy, FactSet Source: BofA US Equity & Quant Strategy, FactSet 40



Overweight Consumer Discretionary “Z

Household assets rebounded in 4Q 2023 Advisors looking to buy stocks with excess cash (as well as a house) but
vacation interest has subsided - bigger hit to SMID Cons Disc

Four-quarter change in household assets and liabilities, Sbn
What are the clients looking to do with excess cash? (2023 GWIM survey)

30,000
— — iabiliti m 2022 m 2023 2024
53888 Household assets Househald liabilities 50%  42%
A 0 349
15,000 ;‘802 s 200P gy
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Stocks Bonds Other Other Buy a house  Vacation,
-5,000 finandal travel, and
-10,000 instruments other service:
90 95 00 05 10 15 20 (mostly cash) \_ )
Source: Federal Reserve, Haver Analytics, BofA Global Research Source: Wealth Management Marketing Research, BofA US Equity & Quant Strategy
. . . . . Chipotle case study: Per store labor growing less than expected =
Mﬂ(:sf Iabor-||.1tenswe might mean biggest beneficiary of automation-driven productivity
efricien ains
o cy:g . N (MG expected labor per store* vs. reported labor per store
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S . FactSet BofA US Equity & CStrat Source: BofA Global Research. *Assumes that labor should grow at half the rate of transaction
oulrce: Fact>et 5o quity &Quant Strategy growth. Calculated as (1+wage inflation)*(1+transaction growth/2). a1



Overweight Financials 7

Financials grew more labor-intensive after GFC

Positioning light vs. history (legal/compliance/etc.) but GenAl can help
Funds' relative weight in Financials vs S&P 500 (2008-2/24) Number of employees per Smn dollar of sales (real 1986 dollars)
12 20 9 — S&P 500 = Financials
- 1.8 = 8
i) 1 16 -2
T 14 = 7
£ N\ 12 5 6
S 10 J A 10 @
i, % B
= 06 2 4
e 09 )
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0809 10 11 12 13 14 15 16 17 18 19 20 21 22 23 8687 889091 92 94 95 96 98 99 00 02 03 04 06 07 08 101112141516 18 1920 22 23
Source: FactSet, BofA US Equity & Quant Strategy Source: BofA US Equity & Quant Strategy, FactSet
Valuations roughlyin line with LT average Misunderstood risk: high earnings quality but high price beta
Financials relative fwd. PF vs. S&P 500 (1986-3/2024) S&P Quiality rankings (cap-weighted % of Low Quality B or Worse stocks)
0 vs. 5-yr price beta (as of 3/24)
1 = Financials relative fwd PE 15 Risk overestimated
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86878991929496979901020406070911121416171921 22 Low Earnings Risk <----------- > High EarningsRisk "

Source: FactSet, BofA US Equity & Quant Strate Note: Financials excludes BRK/B. Source: S&P, FactSet, BofA US Equity & Quant Strategy
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Overweight Financials

Big regulated banks may only lender left

Growth of ST in private markets vs. public equity

lenders’ AUMS (Q4 2008-Q2 '23)

m Public m Private
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Source: FactSet, BofA US Equity & Quant Strategy, Pregin

Regional banks more sensitive to SLOOS
post-GFC, SIFls less sensitive

R-sq of earnings growth YoY vs. Sr. Loan Officer
Opinion Survey

009  wmS&P500Banks = R2000Banks
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Source: BofA US Equity & Quant Strategy, Haver Analytics,
FactSet, Bloomberg

Large-cap fins used to dominate lending
% AUM breakdown (Q4 2012)

Priv. Credit
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Source: FactSet, BofA US Equity & Quant Strategy, Pregin

Regionals also sensitive to credit impulse
R-sq of earnings growth YoY vs. credit impulse
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Source: BofA US Equity & Quant Strategy, Haver Analytics,
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But private lenders have cut into their share
% AUM breakdown (Q2 2023)

Priv.
Credit
6%
Russell
1k
PE 43%
44%

Source: FactSet, BofA US Equity & Quant Strategy, Preqin

Majority of CRE growth driven by smaller banks
Contribution to total CRE growth since 2012

Large
commercial
banks
18%

Small
commercial

banks
82%

Source: Federal Reserve, BofA Global Research
Note: CRE loans comprised of nonfarm/nonresidential, 43
multifamily, and construction loans



Overweight Real Estate

Biggest de-rating since 2021 (more than offsets refi risks)
Change in fwd P/E (P/FFO for REITs) since Dec. 21 (as of 3/24)
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Source: FactSet, BofA US Equity & Quant Strategy

~40% of RE stocks yield higher than 10-yr
% of stocks with a higher div. yield than the 10-yr (as of 3/24)
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Source: FactSet, BofA US Equity & Quant Strategy
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Deeply underweight by LOs and HFs
LO and HF sector weights relative to the S&P 500 (as of 2/24)
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But Office is only 3% of S&P 500 Real Estate
S&P 500 Real Estate sub-industry weights (as of 4/3/24)
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Market-weight Materials

Underinvestment in traditional capex since 1990

Chinarisk
S&P 500 sectors’ rel. perf. to MSCI China (May 1996-present) Use of rolling 5-yr op cash flow +debt issued (4Q85-4Q23)
02 m Beta Comrelation (RHS) igzjo m Tech/Intangible Gapex m Structures/Tangible Capex = Div mBuybacks m Cash build = Acquisition
o
01 “ 0% 90%
s T
_ J 60%
01 40%
-02 (60%) 3000
e ) 9 %) ) ) H &3 D D L 0
F £ 3 & 5 E W 5 & S5
= g B &£ 5 & 5 0%
o 2 O T
o 90 92 94 9% 98 00 02 04 06 08 10 12 14 16 18 20 22

Source: FactSet, BofA US Equity & Quant Strategy *Other uses of cash can include cash

Source: Bloomberg, FactSet, BofA US Equity & Quant Strategy. Note: Based on MSCI China
build, acquisitions, etc.

index on a YoY basis; Empty bars indicate not statistically significant

More upside in Energy than Materials

Commodity exposure by LOs is near all time lows Upside % from historical average for Materials and Energybased on relative

Long-only funds relative weight in sectorvs. S&P 500 (2/24) valuations (vs. S&P 500) since 1986,as of 3/24
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Source: FactSet, BofA US Equity & Quant Strategy Source: Bloomberg, BofA US Equity & Quant Strategy 45



Market-weight Industrials “Z7

Perpetual market performer BofA Industrial Momentum Indicator is improving
Industrials relative performance vs. S&P 500 (1969-present) BofA Industrial Momentum Indicator typically leads Global Manufacturing PMI
450 A
Other sectors Industrials | Baclisedpeniod= Januery 2012 frough Jamary 2015, Adua] Padformancs sincs Febme e 1019 | 7
400 5
= 5§
350 s 3
300 £" 5
250 u§ 51 1 g
200 2 ; =
5 s %
150 i 5 E
100 g
45 7 8
50 fepRI a2 222288:54548 317
0 s 23854822 §2255F28882828
697274767880 82 8486889092 94979901 0305070911131517 1922 Global Manufacturing PMI[LHS] e B0F A INdus trial Momentum Indicator [RHS]
Source: Bloomberg, FactSet, BofA US Equity & Quant Strategy Source: BofA Global Research
Key risk: consensus. Loved by long only & hedge funds No beta bias: Machinery hated, Conglomerates loved
Long-onlyand hedge funds’ net relative weight inIndustrials (as of 2/24) LO relative exposure to Machinery (cyclical) vs. Industrial Conglomerates
(defensive) within S&P 500 (as of 2/24)
12 20
- 25
£ 5
2 11 15 = 20
%] v
> =
= B 15
2 10 10 &
2 /\l E 10
8 09 05 %
g = - 05
S = Long-only Funds °
08 Hedge Funds, rhs 00 T 00
08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23
Source: FactSet, BofA US Equity & Quant Strategy Source: BofA US Equity & Quant Strategy, FactSet Ownership

BofA Industrial Momentum Indicator: Backtested period = January 2012 through January 2019, Actual Performance since February 2019. This performance is back-tested and does not represent the actual performance of any
account or fund. Back-tested performance depicts the theoretical (not actual) performance of a particular strategy over the time period indicated. No representation is being made that any actual portfolio is likely to have achieved
returns similar to those shown herein. Disclaimer: The indicator identified as BofA Industrial Momentum Indicator above is intended to be an indicative metric only and may not be used for reference purposes or as a measure of
performance for any financial instrument or contract, or otherwise relied upon by third parties for any other purposes, without the prior written consent of BofA Global Research. This indicator was not created to act as a benchmark
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Market-weight Communication Services 7

Historically cheap Risk: Consensus overweight by LO and HF
Communication Services relative fwd PE vs. S&P 500 (1986-3/24) Long-only and hedge funds’ net relative weight in Comm. Svcs. (as of 2/24)
1.7 4
12 Comm.Sves.Rel. Fwd P/E ——Avg. = Long-only Funds Hedge Funds, rhs
. o °
15 3 38
s 14 <
14 L g -
e = w <.
13 &P 28
12 == 3
S~ < =
1.1 g’ 1 %D
09 08 0
08 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23
86 87 8990 92 93 95 96 98 99 01 02 04 05 07 08 10 11 13 14 16 17 19 20 22 23
Source: FactSet, BofA US Equity & Quant Strategy Source: FactSet Ownership, BofA US Equity & Quant Strategy
#1 in our tactical quant model in 12 out of last 13 months Slated for another year of strong growth after +26% YoY in 2023
S&P 500 Momentum & Value Framework Sector Ranks as of 2/24 2024 consensus earnings growth YoY by sector (as of 4/1/24)
. S&P 500
. Price . . Ex.Energy
Combined | Momentum |EPS Revision | Valuation Ex Fins
Sector Rank Rank Rank Rank
Communication Services 30 11 9 10 Eﬂefgy
Information Technology 23 10 11 2 Materials
Financials 21 8 8 5 ReaISEstalte
Consumer Discretionary 18 7 10 1 Finar?cpiaelz
Consumer Staples 17 4 6 7 Industrials
Utilities 17 1 7 9 Cons. Disc
Health Care 17 6 5 6 Utilities
Industrials 16 9 4 3 Health Care
Real Estate 14 3 3 8 Comm. Svcs. 17%
Energy 14 2 1 1 Tech 18%
Materials 11 5 2 4 -10% -5% 0% 5% 10% 15% 20%

Source: BofA US Equity & US Quant Strategy Source: BofA US Equity & US Quant Strategy, FactSet 47



Market-weight Utilities

Crowded vs. history
Long-only and hedge funds’ net rel. wgt in Utilities (as of 2/24)
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Source: BofA US Equity & Quant Strategy, FactSet Ownership

Discount vs. history on relative fwd. P/E

Utilities relative (versus S&P 500) forward
PE (1/86-3/24)

1.3

— Utilities relative fwd PE —Avg
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]

0.7

0.4
86878991929496979901020406070911121416171921 22

Source: FactSet, BofA US Equity & Quant Strategy

Hedge Funds Relative

Weight

Close race for the tortoise and the hare
Annualized returns 1980-3/24, S&P Utilities vs. NASDAQ

13% 12%
11%

9%

5%

1%
S&P Utilities NASDAQ

Source: BofA US Equity & Quant Strategy, Datastream, Bloomberg

Dividend yield back below 10yr Tsy. Yield due to
untenable renewables in a 5ppt cost of capital world

Utilities dividend vyield vs. 10yr Tsy spread, 1986-3/24

6% —Utilities div. yield - 10yr tsy yield Avg.
4%
2%
0% M
-4%
86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24
Source: FactSet, BofA US Equity & Quant Strategy 48



Underweight Tech

Globalization pause is arisk for the sector

S&P 500 foreign exposure by sector
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Source: BofA US Equity & Quant Strategy, 2022FY company

filings, FactSet, BofAanalyst estimates

Tech lags the S&P 500 in aligning CEO

compensation to ESG metrics

9% of S&P 500 companies with ESG metrics as

Utilities

part of CEO short-term compensation plan

within the last 3 years, as of 11/2023
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Source: BofA US Equity & Quant Strategy, FactSet

Cons Disc

Expensive vs. ex-Tech Bubble history

Tech relative fwd PE vs. S&P 500 (1986-3/24)
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= Tech Rel. Fwd P/E
= Avg. (ex. Tech Bubble)

868891949799020508 101316 1921

Source: FactSet, BofA US Equity & Quant Strategy

Long-only positioning back to slight
underweight
Relative weight (versus S&P 500)in

Information Technology by long-only
funds, 1/08-2/24
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Source: BofA US Equity & Quant Strategy, FactSet

Concentration risk
Weight of largest 5 companies in the S&P 500

Current; Microsoft, Apple,
24 NVIDIA, Amazon, Alphabet

21
18
15

12

9
'90'92'94'97'99'01'04'06 '08 '11 '13'15'18 20 22

Source: FactSet, BofA US Equity & Quant Strategy

Tech’s outperformance has been supported by
strong fundamentals so far

Nasdag 100 earnings as % of S&P 500 earnings vs.
Nasdaq’s relative performancevs. the S&P 500
(1998-3/24)
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Underweight Tech

Al spend to reach ~900bn by 2026E, mostly via software
Global Al market size (USS bn)

$1,200

m Al Software m Al Services

Al Hardware

m Total Al Market
5900 2300
§750

$640
$600

$300

S0

2020 2021 2022 2023E  2024E  2025E  2026E

Source: BofA Global Research, IDC

Obvious way to play Al: buy capex takers like NVDA....

% of large cap long only active funds owning each ticker (as of 2/2024)

e META AAPL
e MSFT e NVD A
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Source: FactSet, BofA US Equity & Quant Strategy

Al spend beneficiary

Mentions of “Al" during earnings calls (max = 100; 1Q05-1Q24)
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Source: AlphaSense, BofA US Equity & Quant Strategy

..but capex takers are not perennial holdings: case study of Rockwell
Organic revenue growth of ROK

30%
Rockwell Automation:
0% >20% underweightin 3Q 2020
0 >20% overweight mid-2023
60% underweight today
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Source: BofA Global Research, FactSet 50



Underweight Consumer Staples “Z

Lower quality vs. history Discount retailers underperformluxury retailers amid regressive oil

B+or Bettercurrent sectorweightvs. historical avg (ppt),as of 3/24 tax on low income consumers

Relative 12mreturns of discount vs luxury retailers and 12m change in WTl oil

Technology S Di L Retail YoY (LHS)
e Discount vs. Luxury Retail YoY returns
1259% -75%
Real Estate 0 ——Y0Y change in WTI Oil (RHS; inverse) ’
Industrials 100% -50%
Financials -25%
(o)
Health Care 7% 0%
Utilities 50% 25%
Materials 25% 50%
Comm. Svcs. 75%
Ener 0%
gy 100%
| Svtaples -25% 125%
Discretionary -50% 150%
6 5 -4 3 2 A 0 1 2 3 4 5 6 7 909293949597 98990002 030405070809101213141517 1819202223
Source: FactSet, BofA US Equity & Quant Strategy. Note: based on equal weight Source: FactSet, Bloomberg, BofA US Equity & Quant Strategy. Note: Discount retailers performance based on

equal-weighted monthly returns of YUM, DLTR, DG, TGT, WMT, MCD, KSS, TJX, ROST. Luxury retailer performance

(number of companies), Real Estate since 5/2003, all other sectors since 1986. ’
based on equal-weighted monthly returns of CPRI, EL, JWN, TIF (through Sept 2020), TPR, RL

HFs near peak Staples love Less expensive, but not cheap

Funds’ relative weight in Staplesvs S&P 500 (2008-2/24) Relative valuations of Staples (vs. S&P 500) percentupside/downsideversus
historical average as of 3/2024
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Underweight Health Care

Everyone loves Health Care — near record highs

Health Care long-only and hedge fundrelative weight vs. S&P
500(2008-2/24)
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Source: BofA US Equity & Quant Strategy, FactSet

Elevated floating rate risk

US-domiciled IG issuer bond maturities in the next 10 years fortop 5
sectors with the mostdebt maturing (Sbn)

= Energy = Media & Entertainment
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e TeChNOlOGY
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Source: BofA Global Research, ICE Data Indices, LLC

Exposed to deficit austerity risks
9% of Gov't dollar obligated by industry basedon top 100 federal contractorsin FY22

Health Care

Aerospace &
Defense
Industrials 63%
10%

Source: BofA US Equity & Quant Strategy, Top 100 Contractors Report - SAM.gov

Some upside on valuation
Health Care relative forward Price/Eamings Ratio (1/86-3/24)
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Source: FactSet, BofA US Equity & Quant Strategy 52
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Global, US & Europe indicators all point up “Z7

A synchronized Recovery...

Our US Regime indicator continued its Recovery, and other
regions are signaling expansion. In Europe, after nine
months in Recession, the Style Cycle just flipped to Recovery
where it has not been for four years. BofA Research’s global
quantitative framework, the Global Wave, entered its
“Upturn” phase in January and has moved higher since. This
marks the first time since September 2020 that all three
frameworks are signaling a synchronized Recovery.

European Composite Macro Indicator (CMI) also moved into
Recovery

European Composite Macro Indicator (CM)

150
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96 98 OO 02 04 O6 08 10 12 14 16 18 20 22 24

ikl Monthly Changes in Europe's Macro Indicator

European Composite Macro Indicator (CMI), rhs

Source: BofA European Equity Quant Strategy — Based on BY, GDP Forecasts, OECD, IFO Survey, PPl &EPS Revs. The
sentiment indicator identified as European Composite Macro Indicator above is intended to be an indicative metric
only and may not be used for reference purposes or asa measure of performance for any financial instrument or
contract, or otherwise relied upon by third parties for any other purpose, without the prior written consent of BofA
Global Research

US Regime Indicator advanced further in the Recovery phase

US Regime Indicator (January 1990 -May 2024)
35
25
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2.5
3.5
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24

Source: BofA US Equity & Quant Strategy, Refinitiv, ICE Data Indices, LLC, Institute for Supply Management, Bureau of Labor
Statistics, Federal Reserve. The indicator identified as the US Regime Indicator above isintended to be an indicative metric only
and may not be used for reference purposes or asa measure of performance for any financial instrument or contract, or
otherwise be relied upon by third parties for any other purpose, without the written consent of BofA Global Research. This
indicator was not created to act as a benchmark.

The Global Wave improved again as macro data continues to
strengthen

The Global Wave
65
60 -
55
50 A
45 1

Global Wave

40 A
35 1
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25

888990919293 94959697 9899000102030405060708091011121314151617181920212223 24
e (lobal Wave ~ @ Trough O Peak

Source: BofA Global Quantitative Strategy, MSC, IBES, Haver, Bloomberg, OECD, IMF, ICE Bond Indices, National

Statistics Database. The sentiment indicator identified as Global Wave above is intended to be an indicative metric

only and may not be used for reference purposes or asa measure of performance for any financial instrument or

contract, or otherwise relied upon by third parties for other purpose, without the prior written consent of BofA

Research. This sentiment indicator was not created to act as a benchmark. 54



What works in Recovery: Value, Small Size, High Risk

US Regimes - a heuristic

Value, Small Size, and High Risk outperformin Recovery

Momentum Phase 3 . - :
.’ 1 High Dividends, High

s <R3ir;r/th, High \ : Late Cycle quaiity, Low Risk
‘B
g Phase 2 '
3 Mid Cycle '
A i :
VRN | ; i /4
[ = 1 ] T
g ' ! !
S | Phase 1 Phase 4
= : Recovery Downturn !

Phase 1
Early Cycle
(Current)
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Downturn

Avg:
Median:
Hit Rate:

Avg:
Median:
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Avg:
Median:
Hit Rate:

Avg:
Median:

>
//

Deep value factors had highest hit rates in Recovery — 100% for
EPS Yield and 89% for Forward EPS Yield and Low Price/Book

Value factors’ performance and hit (outperformance) rates during
Recoveries

25%
20%
15%
10%

5%

0%
-5%

m Average return (relative vs eq. wtd. S&P 500)

. 4

<

\ Dividend Earnings Forward Price/  Price/  Price/  Price/
. . i Discount  Yield Earnings Book CashFlowFree Cash  Sales
Value, Small Size, High High Quality, Low Risk, ! Model Yield Value Flow
Risk Large Size ! Alpha
Style performance vs. equal-weighted S&P 500 in the four US Regime indicator phases
Value Growth Momentum High Quality Low Quality High Risk Low Risk Large Cap Small Cap
21.5% -8.9% -6.8% -4.9% 6.2% 17.5% -8.9% -6.5% 15.7%
16.7% 6.5% -1.6% 6.0% 8.4% 1.2% -10.8% -6.8% 9.6%
100.0% 11.1% 44.4% 33.3% 66.7% 71.8% 33.3% 22.2% 66.7%
3.8% 10.9% 11.2% 0.8% 3.9% 11.0% 6.6% 2.1% 6.0%
4.3% 2.3% 4.0% 0.7% 2.2% 10.3% -4.9% 6.6% 9.1%
77.8% 66.7% 77.8% 44.4% 66.7% 71.8% 22.2% 33.3% 71.8%
-0.8% 6.2% -3.4% 3.5% 6.9% -11.4% 8.4% -1.2% -1.6%
-0.9% -1.8% 2.3% 5.8% 6.6% -8.9% 9.8% 2.3% -8.1%
44.4% 33.3% 55.6% 66.7% 22.2% 1.1% 71.8% 55.6% 11.1%
-3.2% 1.5% 2.4% 7.5% -3.1% 3.7% 2.3% 6.7% -3.6%
-6.9% 1.1% 0.1% 7.6% 0.0% 0.0% 3.0% 6.6% -1.7%
25.0% 62.5% 50.0% 75.0% 37.5% 50.0% 75.0% 87.5% 12.5%

Hit Rate:

* o

EV/

Low Beta

-13.0%
-11.5%
1.1%

-12.6%
-12.1%
0.0%

7.0%
3.2%
55.6%

-2.5%
-0.3%
50.0%

* Hit Rate (rhs)

100%
80%
60%
40%
20%
0%

*

Free Cash
EBITDA Flow/ EV

High Div.
Yield

7.5%
4.8%
88.9%

6.7%
-1.1%
1.1%

7.5%
3.5%
77.8%

-3.9%
6.0%
25.0%

Note: Performance is calculated as price return relative to equal-weighted S&P 500, for all styles except High Dividend Yield, where total return for the style and the index are used. Hit rate = % of months in phase where style outperformed equal-
weighted S&P 500 and based on the January 1990 - present time period.
Source: BofA US Equity & Quant Strategy, Refinitiv, ICE Data Indices, LLC, Institute for Supply Management, Bureau of Labor Statistics, Federal Reserve
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Active > Passive - increasing market inefficiencies <

Fundamental active equity squeezed out by passive & private Russell 2000 saw lower realized vol than S&P 500 in several key years of
Pension allocation: Public equity (Active)*, Public equity (Passive)*, Private Equity as a market stress (‘16 Brexit, ‘20 COVID, ‘23 SVB crisis)
% of total equity Ratio of Russell 2000 to S&P 500 30-day Realized Volatility (median by year), 2010-2024 YTD
100% 25
80%
2
60%
40%
15
20% I
wye 5 B H H 1 B B | s 5 5 B N B B B 1
20062007 2008 2009 20102011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
m Public equity (Passive) m Public equity (Active) Private equity
05

Source: BofA US Equity & Quant Strategy, FactSet. Pensions & Investments Research Center (as of 9/2023),
Strategic Insights, SimFund, BofA US Equity & US Quant Strategy. Based on US pension funds within the top 2010 2012 2014 2016 2018 2020 2022 2024
1000 that have available asset allocations. Total equity includes public equity (global, international, and domestic) Source: BofA US Equity & Quant Strategy, Bloomberg

and private equity. *We make assumptions on mix shift based on SimFund US AUM tracked in passive vs active.

. . - 9 i ¢
Avg. # of analysts covering an S&P 500 stock down 15% since 1990 # of funds - -40% since ‘13
Avg. # of analysts covering an S&P 500 stock (1980-2023) # of large cap US long only funds (2008-2023)
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Source: BofA US Equity & Quant Strategy, Lipper, FactSet 56

Source: FactSet, BofA US Equity & Quant Strategy



From here, it’s likely to be a stock pickers’ paradise v

More benchmark hugging=waning investor conviction
Active share ratio of core managers vs. S&P 500 (Nov. 2010-Apr. 2024)

70%  Deviating from benchmark

68%

66%

64%

Active Share vs. S&P 500

Hugging benchmark

62%

60%
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Source: BofA US Equity & Quant Strategy, FactSet Ownership

Elevated P/E dispersion = alpha for value investors
S&P 500 valuation dispersion of fwd P/E(std. dev /avg) (1990-5/2024)
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Source: BofA US Equity & Quant Strategy, FactSet

Lower pair-wise correlations = more micro, less macro
Avg. pair-wise stock correl. based on 90-day periods, daily (as of 5/24)
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Source: BofA US Equity & Quant Strategy, FactSet

Risk: market breadth narrowed again
9% of stocks outperforming S&P 500 over the last month (as of 5/24)
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Source: BofA US Equity & Quant Strategy, FactSet 57



Pick your battles: correlations vs. dispersion by sector

Historical Intra-stock correlation vs. performance spread (3Q86 to 1Q24)
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Perils of market timing

0-day S&P options volume now accounts for
nearly half of all S&P options volume

SPX 0-days to expiry option volume as a % of
total options volume (as of 5/2024)
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Market timing can lead to missing out on the best days
S&P 500 returns by decade excluding the 10 best and 10 worst days,

As time horizons increase, equity losses drop
Probability of negative returns, based on S&P

500 total returns from 1929-presentas of 5/24
50%  46%

40%
30%

20%

10%

0%

1Day TMonth 1Qtr  1Yr 3Yr 5Yr
Source: Bloomberg, BofA US Equity & Quant Strategy

10Yr

Time not compelling for all asset classes
Probability of negative returns*
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Unless you can pinpoint the peak of the market to within 12
months, you are typically better off remaininginvested

Average daily performance index of S&P 500 before and after market

peaks 1937 through COVID (2020) market peaks

Market peak

as of 6/4/24
Excluding

Excluding best  Excluding worst  best/worst 10d t-1yr
Decade Pricereturn 10d per decade  10d per decade per decade 16
1930 -42% -79% 39% -50% 15
1940 35% -14% 136% 51%
1950 257% 167% 425% 293% 14
1960 54% 14% 107% 54% 13
1970 17% -20% 59% 8% 12
1980 227% 108% 572% 328%
1990 316% 186% 526% 330% 11 //,
2000 -24% -62% 57% -21% 10
2010 190% 95% 351% 203% 2 8 8 8 8 ¢
2020 64% 9% 214% 74% S M
Since 1930 24,567% 74% 5,296,667% 37,240%

Source: BofA US Equity & Quant Strategy, Bloomberg

Trading days relative to market peak
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Important Disclosures

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK RATINGS, indicators of potential price
fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of both a stock’s absolute total return potential as well as its attractiveness for
investment relative to other stocks within its Coverage Cluster (defined below). Our investment ratings are: 1 - Buy stocks are expected to have a total return of at least 10% and are the
most attractive stocks in the coverage cluster; 2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks
are the least attractive stocks in a coverage cluster. An investment rating of 6 (No Rating) indicates that a stock is no longer trading on the basis of fundamentals. Analysts assign
investment ratings considering, among other things, the 0-12 month total return expectation for a stock and the firm’s guidelines for ratings dispersions (shown in the table below). The
current price objective for a stock should be referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential
price appreciation (depreciation).

Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster®'
Buy > 10% < 70%
Neutral > 0% < 30%
Underperform N/A > 20%

RIRatings dispersions may vary from time to time where BofA Global Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered to be secure) and 9 - pays no cash
dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common industry, sector, region or other classification(s). A stock’s
coverage cluster is included in the most recent BofA Global Research report referencing the stock.
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Important Disclosures

Due to the nature ofstrategic analysis, the issuers or securitiesrecommended or discussed inthis report are not continuously followed. Accordingly, investors must
regard thisreport as providing stand-alone analysisand s hould not expect continuing analysis or additional re ports relatingto suchissuers and/or securities.

Due to the nature of quantitative analysis, the issuers or securities recommended or discussed in thisreport are not continuously followed. Accordingly, investors
mustregard this report as providingstand-alone analysis and should not expect continuinga nalysis or additional re ports relating to such issuers and /or securities.
BofA Global Research personnel (including the analyst(s) responsible for this re port) re ceive compensation based upon, among other factors, the overall profitability
of Bank of America Corporation, induding profits derived from investment banking. The analyst(s) responsible for this re port may also re ceive compensation based
upon, among other factors, the overall profitability of the Bank’s sales and tradingbusinesses relating to the class of securities or financial instruments for which such
analystis responsible.
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Other Important Disclosures

Prices are indicative and for information purposes only. Except as otherwise stated in thereport, for a relation to an e ity, the price referenced s the publicly traded price of thesecurity as of close of business on the dayprior to thedate of the report or, if thereport is published duringintraday trading the price referenced is indicative of
thetraded price as of thedate and time of thereport and in relation to a debt security (including equity preferred and ch) prices are indicative % of thedate and time of thereport and are from various sources including BofA Securities. trading d.

This report may refer to fixed income securities or other financial instruments that may not beoffered or sold in one or more states of jurisdictions, or to certain categories of investors, including retail investors. Readers. of this report are advised that any discussion, recommendation or other mention of such instruments is not asolictation or offer to transact in such
instruments. Investors should contact their BofA Securities representative or Merrill Global Wealth Management _financial advisor for information relating to suct

Officers of BofASor oneor more of its affilates (other than research analysts) may have afinancial interest in securities of theissuer(s) or in related investments,
Refer to BofA Global Research policies relating to conflicts of interest.

"BofA Securities” includes BofA Securities, Inc. ("BofAS") and its affiliates. Investors should contact th
BofAGlobal Research.

Information relating to Non-US affiiates of BofA Securities and Distribution of Affiliate Research Reports:

BofA Securities representative or Merrill Global Wealth Management financial advisor if theyhave ti ingthi tor i i f anyi i ibed herein for such investor."BofA Securities" is a gobal brand for

BofASand/or Mer , Pierce, Fenner & Smith Incurpnratm("MlPFM) may in thefs information of t! i US affiliates in the US (short name: legal name, regulator): Merrill Lynch (South Africa): Merrill Lynch South Africa (P(yi Ltd rsgu\alzd byThe Financial Service Board; MLI (UK): Merrill Lynch Inlsrnalluna\, regulaxed bythe Finan
Conduct Authority (FCA) and the Prudential Regulati (France): BofA Securities Europe SA isauthorized bythe Autoritéde ContrdlePrudentiel et de Résolution 1ACPR) and regulated bythe ACPR and theAutorité des Marchés Fin: MF). BofA Securities Europe SA (“BofASE") with registered address at 51,r1 ie, 75008 Paris is
Tegstared under no 842 602 690 ACS Pori.n acoraance w\(htheprov\slm\s o e CodeNondiare e Foncier {Monaary and Fnanchl Code), BofASE s an dablisenent. de cradht ot 4 mvestisanint. (cradt ond mvabment nectution) thar & authorses and Supirvicd by theEurapen Centrd Bank and the Autoritéde ControlePrudentia o de Rolution (ACPR)

o raglated by theACPR and the Autoritéde Marchés Financiars, BOFASEs share capital can be found at www bofamlcom/BofASEdiscmer; BOTA Europe(Mian]: Bank of Amerca Europe Deignated Acthity Company. Mian Branch, regulated bythe bank of fta, the European Cantral bank (ECS) and theCentral Bank of kend (CBI); BofA Europe(Frankfurt): Bankof

America Europe Designated ~Activity Company, Frankfurt Branch regulated byBaFm {he ECB and theCBl; BOTA Earope (Madrid): Bank of America Europe Disgnated Activty Company, Sucureal en Espana, regulted by theBank of Span, the ECB and theCBr, Meril Linch (Austrola): Maril Lynch Equities. (Australi) Lmited, regulated bythe Austrolan Securites and

Investments Commission; Marrl Lynch (HongKangl:Meril Lynch (Asia Pociic) Limited, regulaked bythe HangKongSecurities and Futures Commission (HKSIC): Merril lnch (Singpord): terrill Linch (Sngapore) Pteltd, regulsted bythe Monctary Authorityof Sgapore (MAS); Mertil Unch (Canada): Mertil Limch Canada ing regulsted by the Canadian ivestment

Regulatory Organization; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV,Casa de Bolsa, regulated bythe Comisién Nacional Bancaria yde Valores; BofASJapan: BofA Securities Japan Co., Ltd., regulated bytheFinancial Services Agency; Merrill Lynch (Seoul): Merrill Lynch International, ul Branch, regulated bythe Financial Supervisory Service; Merrill Lynch

(Tawan): Merril bynch ‘Securities (Tawan) Ltd., requlated. by theSecurities and Futures Bureau; BofAS ndia: BofA Securities IndiaLimitea, regulated by the Securities ond Bxchange Board of Inda (SEBll; Maril Lnch (rae): Merril Lynch srael Limited, reguited by sroe Securites. Authority; Vri Lynch (DIFC): Merrill Lynch International (DIFC Branch), regulated by the

Dubai Financial Services Authority(DFSA); Merrill Lynch 1Braz\H Merrill Lynch SA. CorretoradeTitulos e Valores Mobilidrios, regulated byComissdo de Valores Mobiliarios; Merrill Lynch KSA Company: Merrill Lynch Kingdom of Saudi Arabia Company, regulated bvthe Capital Market Authority.

This information:has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties (as each is defined in therules of theFCA and the PRA) by MU (UK), which is authorized by thePRAand regulated bytheFCA and the PRA - details about the extent of our regulation bythe FCAand PRA are available from us

on request; has been spproved for publiation and i distrbuted i the Europesn Economic Ares [BEA) by BOFASE (France), which is authorized bytheACPR and regulated bytheACPR nd theAVF; has been considered and distrbuted in Japan by BofASlapan, aregitared securites deder under thefinancil Instruments and bchange Act in Japan, o ts permitted

affiliates; is issued and distributed in Hong KongbyMerrill Lynch (HongKong) which is regulated by HKSFC; is issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by BofASIndia; and is issued and distributed in Singapore to institutional investors and/or accredited investors (each as defined under theFinancial Advisers Regulations)

byMerrill Lynch (Singapore) (CompanyRegistration No 198602883D). MemuLynch(smgaaare) isregulated byMAS. Merrill Lynch Equities (Australia) Limited (ABNG65 006 276 795), AFS License 235132 (MLEA) distributes this information in Australia onlyto 'Wholesale' clients as defined by 5.761G of lheCerperat\ansAthDOl With theeception of Bankof America NA.,

Australia Branch, neither MLEA nor anyof its affiliates involved in preparing this information is an Authorised Deposit-Taking Institution under theBanking Act 1959 nor regulated bytheAustralian Prudential Regulation Authority. No approval is required for publication or distribution of this information in Braziland itslocal distribution is by Merrill Lynch (Brazil) in

accordance with applicable regulations. Merrill Lynch (DIFC) is authorized and regulated bythe DFSA. Information prepared and issued by Merrill Lynch (DIFC) is doneso in accordance with therequirements of theDFSA conduct of business rules. BofA Europe (Frankfurt) distributes this information in Germany and is regulated by BaFin, the ECB and theCBI. BofA Securities

entities, including BofA Europeand BofASE (France), may outsource/delegate the marketing and/or provision of certain research services or aspects of research services to other branches or members of the BofA Securities group.You may becontacted bya different BofA Securities entity acting for and on behalf of your service provider where permitted by applicable law.

This does not change your service provider. Please refer to the Electronic Communications Disclamers for further information
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Pacific) Limited in rapect of anymatters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, thisinformation. Singapore recipients of thisinformation should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, thisinformation. For clients that

e not axcredited investors, et Investors of Institutional investors Mertll Lynch (Sngpore) Pre Ltd accepts full for of this distributed to such clients in Singapore

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor anyopinion expressed herein constitutesan offer or asolicitation 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 thepress or any other person without theeress written consent of BofA Securities.

This document provides general information only,and hasbeen prepared for,and is intended for general distribution to, BofA Securities clients. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer,to buyor sell any securities or other financial instrument or any derivative related to such securities or instruments (eg,

options, futures, warrants, and contracts for differences). This document is not intended to providepersonal investment advice and it does not take into account the specific investment objectives, financia situation and theparticular needs of,and is not directed to, anyspecific person(s). This document and its content do not constitute, and should not be considered to

constitute, investment advice for purposes of ERISA, the US tax code, thelnvestment Advisers Act or otherwise. Investors should seek financial advice rq;ammg lhEappmprmmzs of investing in financial instrumentsand implementing investment strategies discussed or recomment in this document and should understand that statements regarding futureprospects

may not be realized. Any decision to purchase or subscribe for securities in any offeringmust bebased solely on exsting publicinformation on such security o in the other of fer issued in connection with such offering and not on this document.

Saclrites and other financal instruments referred o herdin, of recommended, offeréd of sold by BofA Securtc, are not insured by the Federa Deposit Insurance. Corporation and ae nat deposts o othi oblgations of anyinsured depository mstitution (incuding. Bank of Américs, NAJ. Investments in genral and, derietives, i particular, involve numerous sk,

including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. Digital assets are extremely speculative, volatile and are largely unregulated. Insome cases, securities and other financial instruments may be difficult to value or sell and relidble information about thevalue or risks

related to thesecurity or financial instrument may be difficult to obtain. Investors should notethat 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 falland, in some cases, investors may lose their entire principal investment. Past performance is not necessarily aguide

to futureperformance. Levels and basis for tasation may change.

This report may contain ashort-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the issuer or themarket that is anticipated to have ashort-term price impact on the equity securities of theissuer. Short-term trading ideas and recommendations are different fromand do not affect a stock's fundamental equity rating

which reflects both alonger term total return expectation and attractiveness for investment relative to other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stocks fundamental equity rating.

BofA Securtes s ware that the implementation of theldess epressai in thisreport may depend wpon an investor's abikty to *short” securities or other finandal instruments and that such action may be fimitsd by regulatins prohibitingor restriting 'shortseling’

prior to executing any short idea contained in this repor

Forein currency’ v of ochange. may. sdversdly aiée the vlue, price or income of anysecurity o financial instrument mentioneel herein. Investors in such seurites and instruments, including ADRs, efectively assume currency risk

many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations

BofASor oneof its affiiates Is aregular issuer of traded financial instruments linked to securities that may have been recommended  in this report. BofAS or oneof its affiliates may, at any time, hold a tradingposition (longor short) in thesecurities and financial instruments discussed in this report.
BofA Securities, through business units other than BofA Global Research, may have issued and may in trading ideas or that are with, and reach different conclusions from, theinformation presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the
persons who prepared them, and BofA Securities is under no obligation to ensure that such ome( i are brought to i ov yrecipi of(his inform

In the event that the recipient received ~this information pursuant to a contract between therecipient and BulAS'urlhEpmvls\un of research services for a separate nection therewith BofASmay bedeemed to be acting as an investment adviser, such status relates, if at all solely to theperson with whom BofAShas contracted directly and does not extend
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execution of anytransactions, including transactions in any securities referred to herein

Copyright and General Information:

Copyright 2024 Bankof America Corporation. Allrights reserved. iQdatabase® isa registered service mark of Bankof America Corporation. This information is prepared for theuse of BofA Securities clients and may not beredistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without theexpress written consent of BofA Securities. BofA
Global Research information is distributed simultaneously to internaland client websites and other portals by BofA Securities and is not publicly-available material. Anyunauthorized use or disclosure is prohibited. Receipt and review  of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or
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Materds preparsd byBofA Globa Ressrch personnel are bassd on publicinformation.Facts and views presentad in this mateid have not been revewed by, and may not reflect nformation known to, professiondls in other business aress of BofA Securties, including investment banlking personnel BofA Sscurities has stablshed information barrirs bitwe BofA
Global Research and certain_business groups. As aresult, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses any legal pmmﬂmg or issues, it has not been prepared as norisit intended to express any legal conclusion, opinion or advice. Investors should consult their own
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