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The Flow Show
New Highs Anyone?

Equity Strategy

Talking Points

Weekly flows: monster $53bn MMF inflows vs redemptions from equity ($4.3bn) &
fixed income funds ($2.4bn)...rising cash levels indicate big risk rally (from intraday lows
last week SPX +7.7%, EEM +13.5%, HYG +4.2%) driven primarily by short-covering
rather than fresh risk-on.

BofAML Trading Rules: all still signalling "buy" + client marketing feedback unanimously
bearish/all waiting for default + threat of Oct policy action + failure of oil to hit new
lows = big bounce in "crowded shorts" once SPX floor of 1850 held; SPX now
approaching big, important resistance at 2040-2062; v v few expect this ceiling to be
broken.

Credit carnage: more pain in HY/IG/EM with 4th consecutive week of |G outflows, 10
out of 11 weeks of HY outflow, 11th consecutive week of EM outflow = worst stretch
for credit in more than 2 years (Chart 2). But daily data show inflows Wednesday to both
IG & HY for first time in 11/12 days so credit redemption shock easing.

Cracks in “Crowded Longs”: Japan funds see largest weekly outflows ($2.0bn) since
Nov’14; Healthcare funds see outflows in 5 out of past 7 weeks, worst stretch since
Jun’14; watch October FMS (next Tuesday) for positioning unwind in other "crowded
trades" (EU, Tech, Discretionary) or first UW in stocks since Jul’12 to suggest unwind
mostly over.

Weekly inflows to energy funds; this corroborates recent CFTC longs to Crude
(Chart 1); in addition, staunching of EM equity outflows (smallest since July) illustrates
that weak US payroll / $-weakness was the best news for EM/commodities/resources
complex; also indicates crucial that Fed does not rally US$ in coming months.

In contrast to hedge fund, mutual funds, no panic from BofAML private clients: since
mid-August, retail have been net buyers of equities to tune of $5bn.

Chart 1: Large spec net notional change ($bn)
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Chart 2: Rolling 8-week flows as % of
AUM to IG/HY/EM debt funds
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Weekly Flows

Asset Class Flows (Table 1) Table 1: Global asset class flows, $mn

Equities: $4.3bn outflows (3 straight weeks) (almost all via Wk % AUM Y1D YTD %AUM

ETFs) Equities -0.1% 2,069 0.0%
ETFs -0.2% 121,697 5.5%

. . LO 0.0% -119,578 -2.2%
Bonds: $2.4bn outflows (outflows in 8 out of past 9 weeks) Bonds 0.1% 82,836 5 4%
Money-markets: huge $53bn inflows (largest in 2 years) Commodities 0.1% 7,468 60%

Money-market 1.4% -2,636 -0.1%
Precious Metals: small outflows (50.2bn) * week of 10/07/15; Source: BofAML Global Investment Strategy, EPFR Global

Fixed Income Flows (Chart 3)
$2.6bn inflows to Govt/tsy funds (14 straight weeks)
$2.5 outflows from HY bond funds (outflows in 10 out of past 11 weeks)

$2.4bn outflows from |G bond funds (4 straight weeks = longest outflow streak since
Sep’13)

$0.6bn outflows from EM debt funds (11 straight weeks)
10 straight weeks of outflows from bank loan funds ($0.4bn)

6 straight weeks of TIPS outflows ($0.3bn)

Equity Flows (Table 2)
Japan cracks: $2.0bn outflows (biggest outflows since Nov'14)

Worst is over for EM: small $0.6bn outflows (outflows in 13 straight weeks but pace of
outflows slowing)

Europe defiant: $2.0bn inflows (inflows in 19 out of past 21 weeks)
US: $5.0bn outflows (outflows from both ETFs and mutual funds)

By sector, healthcare funds see $0.9bn outflows (largest in 6 weeks); conversely,
energy funds see $0.4bn inflows

Table 2: Net fund flows to global equities, Smn Chart 3: Weekly FICC flows as % AUM
Wk % AUM YTD
Total Equities -0.1% 2,069 HY
long-only funds 0.0% -119,578 TIPS
ETFs -0.2% 121,697
Total EM -0.1% -62,696 Bank loan
Brazil -0.6% -1323 EM debt
Russia 1.4% 149 .
India 0.1% 4188 Gold & Silver
China -0.1% -21,680 IG
Total DM -0.1% 64,765 Municipals
us -0.1% -135,253
Europe 02% 97,958 MBS
Japan -0.7% 54,545 Govt/Tsy
International 0.1% 47,255 r T T 1 T T T 1
Total Equities = Total EM + Total DM 06% -04% -02% 00% 02% 04% 06% 0.8%
Source: BofAML Global Research, EPFR Global Source: BofAML Global Research, EPFR Global
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Market takeaways

Table 3: MSCI ACWI performance and valuations

Price performance Valuation IBES EPS growth estimates
Market cap, % Dev
$bn MTD YTD 200dma* Beta** 12m fwd P/E P/BV Div yield 2015 2016 2017
IACWI 35,566 48 -4.1 -5.2 1.0 14.7 20 2.6 0.9 9.3 12.1
Developed 32,033 45 33 -4.6 1.0 152 2.1 26 1.1 92 12.0
US 18614 39 -29 34 09 16.1 2.7 22 0.5 10.1 130
Canada 1,104 72 -15.7 9.1 1.1 154 18 30 -146 16.0 14.8
Europe 8,094 48 -29 -55 12 143 18 34 02 84 11.5
UK 2,517 59 -57 -5.8 12 146 18 40 -137 6.4 135
apan 2,791 59 4.5 -4.0 09 132 13 19 16.3 10.5 8.0
Australia 803 6.6 -159 -14.1 10 14.8 18 50 04 85 1.0
Hong Kong 375 6.0 -29 -8.7 09 13.7 12 30 93 89 -
Emerging 3,533 74 -11.0 -11.0 1.1 11.0 15 28 03 104 126
China 841 9.1 -56 -125 12 9.0 13 30 2.7 88 114
Korea 539 54 -7.0 -6.5 09 100 10 15 17.0 6.9 8.7
[Taiwan 431 4.8 -113 -122 08 119 1.7 4.1 43 43 9.1
India 304 38 -2.8 -4.5 10 173 33 14 1.1 19.8 16.7
South Africa 284 100 -10.0 -92 1.4 16.0 2.7 28 35 10.2 18.2
Russia 136 8.1 135 -52 1.4 4.7 0.7 46 -36.6 82 123
Brazil 229 139 -32.7 -269 1.5 112 14 39 -269 282 24.0

* how much the index is trading away from its closing average over a period of 200 consecutive days
** weekly price change of market vs. MSCI ACWI over 3 years

All price data as of 10/7/2015, BV as of 9/30/2015, Forward E as of 10/1/2015, EPS as of 10/1/2015
All price returns expressed in $ terms

Source: MSCl / Datastream
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Important Disclosures

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

Other Important Disclosures

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

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

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf.

"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S’) and its affiliates. Investors should contact their BofA Merrill Lynch representative or
Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. "BofA Merrill Lynch" and *Merrill Lynch" are each global brands for BofA
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Merrill Lynch Capital Markets Espana, S.AS.V.; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo S.A.; Merrill Lynch KSA Company, Merrill Lynch Kingdom of Saudi Arabia
Company.

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is defined in the rules of the
Financial Conduct Authority and the Prudential Regulation Authority) by Merrill Lynch International and Bank of America Merrill Lynch International Limited, which are authorized by the
Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, and is distributed in the United Kingdom to retail clients (as defined
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Ireland and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority - details about the extent of our regulation by the Financial Conduct Authority
and Prudential Regulation Authority are available from us on request; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd, a registered securities dealer under
the Financial Instruments and Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in Singapore
to institutional investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch
(Singapore) Pte Ltd. (Company Registration No.'s F 06872E and 198602883D respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are
regulated by the Monetary Authority of Singapore. Bank of America N.A,, Australian Branch (ARBN 064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia)
Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distributes this report in Australia only to 'Wholesale' clients as defined by 5.761G of the Corporations Act 2001. With the exception
of BANA Australia, neither MLEA nor any of its affiliates involved in preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the
Australian Prudential Regulation Authority. No approval is required for publication or distribution of this report in Brazil and its local distribution is made by Bank of America Merrill Lynch Banco
Multiplo S.A. in accordance with applicable regulations. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial Services Authority (DFSA). Research reports prepared and issued
by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the DFSA conduct of business rules.

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

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in the US and accepts full
responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research report and wishing to effect any transaction in any
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General Investment Related Disclosures:

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

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

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit Insurance Corporation and are not
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including,
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. In some cases, securities and other financial
instruments may be difficult to value or sell and reliable information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that
income from such securities and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may
lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the market that is anticipated to have a
short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different from and do not affect a stock's fundamental equity rating, which
reflects both a longer 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 stock's fundamental equity rating.

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to
executing any short idea contained in this report.
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Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments,
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Copyright and General Information regarding Research Reports:

Copyright 2015 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Bank of America Corporation.
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Receipt and review of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this
report (including any investment recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect
information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA Merrill Lynch has established information barriers between
BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not disclose certain client relationships with, or compensation received from, such
companies in research reports. To the extent this report discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice.
Investors should consult their own legal advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings
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This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any
securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Merrill Lynch
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Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to
seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This report
may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content
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Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer current. Always refer to the most
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