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Thematic Investing

Stylish themes

[ Thematic investing “megatrends” need to be on the radar

There is growing acceptance that investors need to be up to speed on the secular
growth themes that will change everyone’s lives in the coming years, both from risk
and opportunity perspectives. In our view such “megatrends” encompass themes
like education, energy efficiency, extreme weather and climate change, health and
wellness and obesity, safety and security, waste, and water, amongst others.

Timing long-term themes is key

In this report, we highlight a number of commonly used thematic investing factor
screens across global markets. By linking these longer-term themes to phases of
the economic cycle, the aim is to identify which themes and stocks screen as
attractive and unattractive, and are likely to outperform or underperform given the
current macro environment.

Introducing & applying the ‘Style Cycle’ across themes

Our 'Style Cycle' quantitative framework which links phases of the economic cycle
with investment style returns is currently in the ‘Boom’ phase as macro data
continues to show signs of improvement. “Megatrend” themes with attractive ‘boom’
style characteristics (Value, Growth, low Quality, small Size, high Risk and rising
Momentum) are likely to outperform the market. Those with unattractive ‘boom’
characteristics are likely to underperform the market.

Extreme weather & energy efficiency over obesity

When screening across the ¢350 companies with exposure to themes within the
thematic investing landscape - Extreme Weather and Energy Efficiency stocks have
the highest exposure to our attractive ‘Boom’ stock screen. Conversely stocks highly
exposed to the Obesity / Health & Wellness theme screen as unattractive in the
‘Boom’ phase. Seven themes are explored in standalone sections of the report.

Chart 1: European ‘Style Cycle’ - Back-testing Results using 5 complete cycles
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Chart 2: Composite Macro Indicator (CMI) and
Monthly Changes in CMI
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In the 'Boom’ phase of the cycle we
prefer, Value, Growth, low Quality, small
Size, high Risk and rising Momentum.

Thematic Investing

Timing Thematic Investing

This product combines our longer term investment themes with the direction and
changes in the economic cycle. We highlight a number of commonly used
thematic investing factor screens across global markets. By linking these longer-
term themes to phases of the economic cycle, the aim is to identify which themes
and stocks screen as attractive and unattractive and are likely to outperform or
underperform given the current macro environment.

“Megatrends” - a longer term perspective

There is growing acceptance investors need to be up to speed on the secular
growth themes that will change everyone’s lives in the coming years both from
risk and opportunity perspectives. In our view such “megatrends” encompass
themes like education, energy efficiency, extreme weather and climate change,
health and wellness and obesity, safety and security, waste, and water, et. al.

The ‘Style Cycle’ prefers Extreme Weather & Energy
Efficiency to Obesity

Our 'Style Cycle' quantitative framework which links phases of the economic
cycle with investment style returns is currently in the ‘Boom’ phase as macro data
continues to show signs of improvement. When screening across the thematic
investing landscape - Extreme Weather and Energy Efficiency stocks have the
highest exposure to our attractive ‘Boom’ stock screen. Conversely stocks highly
exposed to the Obesity / Health & Wellness theme screen as unattractive in the
‘boom’ phase.

What makes a ‘Boom’ stock?

The ‘Boom’ phase is an environment where our Composite Macro Index (CMI) is
improving year over year (left). Each month we rank stocks from 100 down to 1
within their respective universe based on their attractiveness and
unattractiveness across our 6 major investment styles. In a ‘Boom’ Value,
Growth, low Quality, small Size, high Risk and rising are likely to outperform
the market Momentum (‘boom’ rank close to 100). Those with unattractive ‘boom’
characteristics are likely to underperform the market (‘boom’ rank close to 1).

Chart 3: European ‘Style Cycle’ - Back-testing Results using 5 complete cycles
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Thematic Investing - Style Cycle

Below we have screened across seven major themes to establish 1) which themes screen as attractive and unattractive during the
'boom' phase of the cycle and 2) which individual stocks screen as attractive and unattractive. In the 'Boom' phase stocks with a tilt
towards Value, Growth, low Quality, small Size, high Risk and rising Momentum screen as attractive ('Boom' rank = 100). Stocks with
the opposite tilt tend to screen as unattractive ('Boom' rank=1). For definitions see page 14. The following pages screen for stocks
based on the individual themes.

Chart 4: Topl/attractive ‘Boom’ stocks exposure to Themes
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Chart 5: Bottom/unattractive ‘Boom’ stocks exposure to Themes
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Table 1: Thematic Investing Style Cycle - Overall
Top Stocks Boom Rank Bottom Stocks Boom Rank
Sedol Name Sector (100=Attractive) Sedol Name Sector (1=Unattractive)
6278306 Dowa Holdings Materials 100 2126335 Bristol-Myers Squibb Co Health Care 1
6094922  Everlight Electron Technology 100 7123870 Nestle Staples 1
6774785  Sanken Electric Co Technology 100 2206657 Coca-Cola Co Staples 1
B297KM7  China Railway Grou Industrials 99 B12T3J1 Unilever NV Staples 1
2534778  Cnh Global Nv Industrials 99 2002305 Abbott Laboratories Health Care 2
BOFXGPO Ncc Ltd Industrials 99 B4BNMY3  Accenture Plc Technology 2
B59DK93  Sunpower Corp Technology 99 B1QGR41  Atlas Copco Industrials 2
6238645  Csr Limited Industrials 98 2588173 Microsoft Corp Technology 2
BO6YV46 Neste Oil Oyj Energy 98 2046251 Apple Inc Technology 3
6641447  Nippon Sheet Glass Industrials 98 2778844 Merck & Co Health Care 3
5379749  Obrascon Huar Lain Industrials 98 2681511 Pepsico Inc Staples 3
B010TR8 Mannkind Corp Health Care 97 4824778 SGS SA Industrials 3
B1WLCZ6 Orexigen Therapeutics Inc ~ Health Care 97 B4VYX10  Cleanaway Company Industrials 4
B7MJWP2  Bright Horizons Family Soltn  Discretionary 96 B68SQD2  Covidien Plc Health Care 4
B2PFVH7  China Railway Cons Industrials 96 B020QX2  Google Inc Technology 4
6286064  Ezion Holdings Ltd Energy 96 B28DTJ6 Bureau Veritas Industrials 5
B5VHWB9 Xueda Education Group -Adr Discretionary 96 2162845 Campbell Soup Co Staples 5
6986041  Yaskawa Elec Corp Technology 96 0925288 GlaxoSmithKline Health Care 5
2386021  Corinthian Colleges Inc Discretionary 95 4356646 Syngenta Materials 5
B28DT41 Strabag Se Industrials 95 0929224 Victrex Materials 5
6897217  Toshiba Corp Industrials 95 2937689 Waters Corp Health Care 5
2960384  Whirlpool Corp Discretionary 95 BO9MID2  Kone Oyj Industrials 6
6250627  Daido Steel Co Materials 94 5671735 Sanofi Health Care 6
B1Z7FX0 Fosun Intl Materials 94 3163836 Intertek Group Industrials 7
5072673  Stora Enso Materials 94 2486813 Kellogg Co Staples 7

Source: BofA Merrill Lynch Global Research.

Companies listed represent top and bottom 25 of the stocks within our Thematic universe.



Bankof America %%
Merrill Lvnch Thematic Investing

13 September 2013

Thematic Investing Theme #1 -
Obesity and Health & Wellness

We believe that the obesity epidemic may be the most pressing health challenge
facing the world today because of both its direct impacts (e.g. June 2013
American Medical Association vote to classify obesity as a disease) and ripple
effects on chronic diseases, such as diabetes. Obesity rates have doubled over
the past 30 years, and globally 1.4bn people are overweight and 500mn obese,
according to the WHO. Obesity is the fifth-leading global risk for death,
accounting for at least 2.8mn adult deaths a year. By 2030, 50-60% of the
population in many countries, including the U.S. and UK, are on target to be
classified as obese.

Potential entry points for thematic investors

Potential entry points for investors wishing to play the global fight against obesity
and health and wellness theme include: pharmaceuticals, health care and
medtech; food, food retail, quick casual and beverages; commercial weight loss,
diet management and nutrition; and sports apparel and equipment, amongst
others.

Table 2: Thematic Investing Style Cycle — Obesity and Health & Wellness

Top Stocks Boom Rank Bottom Stocks Boom Rank
Sedol Name Sector (100=Attractive) Sedol Name Sector (1=Unattractive)
B1Z7FX0  Fosun Intl Materials 100 2206657 Coca-Cola Co Staples 1
B3P6D26  Alkermes Plc Health Care 97 7123870 Nestle Staples 3
B0O10TR8  Mannkind Corp Health Care 97 B12T3J1 Unilever NV Staples 4
6054409  Asahi Group Hldgs Staples 96 2126335 Bristol-Myers Squibb Co Health Care 5
B1WLCZ6 Orexigen Therapeutics Inc Health Care 95 2681511 Pepsico Inc Staples 6
B5LTM93  Otsuka Hidgs Co Health Care 94 0925288 GlaxoSmithKline Health Care 8
2349819  Finish Line Inc -CI A Discretionary 92 7110388 Roche Holding Health Care 9
B282142  China Dongxiang (G Discretionary 90 2002305 Abbott Laboratories Health Care 10
BOHZL93 DSM NV Materials 90 2778844 Merck & Co Health Care 12
B1QH8P2  Sports Direct Intl Discretionary 88 B1Y9TB3 Danone Staples 13
B834PQ5 Whitewave Foods Co (The)  Staples 87 7077524 Novo Nordisk Health Care 13
2988762  Repros Therapeutics Inc Health Care 86 2486813 Kellogg Co Staples 16
2898087  Davita Healthcare Partners ~ Health Care 84 0989529 AstraZeneca Health Care 17
5980613  Givaudan Materials 83 2162845 Campbell Soup Co Staples 17
2254645  Gildan Activewear Inc Discretionary 82 5671735 Sanofi Health Care 19

Source: BofA Merrill Lynch Global Research. ~ Companies listed represent top and bottom 15 of the stocks within our Obesity and Health & Wellness theme universe.
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Table 3: Thematic Investing Style Cycle - Safety

Thematic Investing

Thematic Investing Theme #2 -
Safety & Security

We believe that investors need to focus on long-term solutions to the ever-
growing and changing array of safety & security threats against people,
governments, infrastructure and society as a whole. It's an unsafe world for all of
us — every year 2.3 million people are killed at work, (Source: ILO), 1.3 million
killed in road accidents, and 3,000 or more die in terrorist attacks (Source:
NCSTRT). Globalisation is driving the need for safety and posing new challenges
from EM growth to outsourcing, the food supply chain, a declining environment,
and to tropical diseases. Some corporates may push the boundaries of safety in
their efforts to exploit new resources. Finally, the “threatscape” is changing fast
with cyber-crime morphing into a homeland security issue, which is seen as one
of the most serious threats facing nation states today.

Potential entry points for thematic investors

Potential entry points for investors wishing to play the safety and security theme
include: automobiles; commercial and residential; homeland; IT and
cybersecurity; life sciences; oil and gas; testing, inspection and certification (TIC);
and workplace and personal and protective equipment (PPE), amongst others.

Top Stocks

Sedol
2431846
6286064
B3XF336
B7GJ601
6640381
2305844
5554041
BODJNGO
2340801
B058TZ6
4598589
2616137
6791591
B62S207
5727973

Source: BofA Merrill Lynch Global Research.

Name

Juniper Networks Inc

Ezion Holdings Ltd

Mando Corporation
Sapurakencana Pet

Denso Corp

Perkinelmer Inc

Securitas

Finmeccanica

Trw Automotive Holdings Corp
SAFRAN

Continental

Bruker Corp

Secom Co

Sensata Technologies Hldg Nv
Siemens

Sector
Technology
Energy
Discretionary
Energy
Discretionary
Health Care
Industrials
Industrials
Discretionary
Industrials
Discretionary
Health Care
Industrials
Industrials
Industrials

Boom Rank Bottom Stocks Boom Rank
(100=Attractive) Sedol Name Sector (1=Unattractive)
100 4824778 SGS SA Industrials 2
98 2937689 Waters Corp Health Care 2
96 2181334 Check Point Software Techn ~ Technology 6
94 2005973 Intl Business Machines Corp ~ Technology 8
92 3163836 Intertek Group Industrials 10
90 B28DTJ6 Bureau Veritas Industrials 12
88 2126249 Mettler-Toledo Intl Inc Health Care 13
87 B1WY233  Smiths Group Industrials 15
85 2520153 Agilent Technologies Inc Health Care 17
83 2018175 Du Pont (E I) De Nemours Materials 19
81 5698789 Assa Abloy Industrials 21
79 2861078 Symantec Corp Technology 23
77 6286611 Ansell Health Care 25
75 2295172 Emc Corp/Ma Technology 27
73 2397186 Life Technologies Corp Health Care 27

Companies listed represent top and bottom 15 of the stocks within our Safety & Security theme universe.
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Thematic Investing Theme #3 -
Energy Efficiency

We believe the world is facing a global energy crisis, with primary energy demand
accounting for 7-9% of GDP and demand expected to grow by up to 50% by
2030. As a result, energy-related CO2 emissions are likely to increase by 20%,
following a trajectory consistent with a long-term average global temperature
increase of up to 4.0°C — making irreversible climate change a reality, according
to the IEA and World Bank. We believe that energy efficiency — reducing the
amount of energy required to provide products and services — is the logical
response. End-use energy efficiency offers the greatest potential to lower both
energy demand and CO2 emissions. It offers considerable low-hanging fruit given
that two-thirds of the economic potential to improve energy efficiency remains
untapped (source: IEA). Cost will be the key driver, in our view, with a general
rule of thumb across sectors that every dollar spent on energy efficiency means
US$2-4 in lifetime cost savings — and paybacks averaging 3-7 years.

Potential entry points for thematic investors

Potential entry points for investors wishing to play the energy efficiency theme
include: automobiles; buildings; industrials and integrated plays; IT; lighting and
LEDs; smart grid and energy storage; and transport (bus, rail, shipping and
lightweighting), amongst others.

Table 4: Thematic Investing Style Cycle - Energy Efficiency

Top Stocks

Sedol
6774785
6094922
B297KM7
6641447
6238645
6897217
2960384
B424494
B2PFVH7
6619507
7130836
B1FW7Q2
4937579
6250724
6388700

Name

Sanken Electric Co
Everlight Electron
China Railway Grou
Nippon Sheet Glass
Csr Limited

Toshiba Corp
Whirlpool Corp
Splunk Inc

China Railway Cons
Ngk Insulators
Nexans

Owens Corning
Valeo

Daikin Industries
Guangshen Railway

Source: BofA Merrill Lynch Global Research.

Sector
Technology
Technology
Industrials
Industrials
Industrials
Industrials
Discretionary
Technology
Industrials
Industrials
Industrials
Industrials
Discretionary
Industrials
Industrials

Boom Rank Bottom Stocks Boom Rank
(100=Attractive) Sedol Name Sector (1=Unattractive)
100 2046251 Apple Inc Technology 1
99 B1QGR41  Atlas Copco Industrials 1
98 B020QX2  Google Inc Technology 2
97 0929224 Victrex Materials 3
96 BO9M9D2  Kone Oyj Industrials 4
95 B247H10 Teradata Corp Technology 5
94 7332687 Alfa Laval Industrials 6
93 2005973 Intl Business Machines Corp  Technology 7
92 B946276 Spirax-Sarco Eng Industrials 8
91 2463247 Intel Corp Technology 9
90 B929F46 Asml Holding Nv Technology 10
89 2573760 Maxim Integrated Products ~ Technology 1
89 2032067 Analog Devices Technology 12
87 B70FPS6  Johnson Matthey Materials 12
87 2748472 ABB Ltd Industrials 13

Companies listed represent top and bottom 15 of the stocks within our Energy Efficiency theme universe.
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Table 5: Thematic Investing Style Cycle - Water

Thematic Investing

Thematic Investing Theme #4 -
Water

Water scarcity is a global reality, with 783m people lacking access to clean
drinking water and 2.6bn having no access to proper sanitation. Water is under
growing pressure both on the supply side (insufficient freshwater, uneven
distribution, poor quality, non-revenue water, climate change) and the demand
side (rapidly growing use by agriculture, industry, and municipal/residential).
Indications suggest that we have already arrived at peak water globally. The long-
term supply challenges are vast and demand is projected to overshoot supply by
40% in the next 20 years, with half of the world’s population living under
conditions of “water stress” by 2030, and up to 45% of global GDP at risk by
2050. Water looks set to become scarcer than oil, with potential for the
supply/demand imbalance to manifest itself in increased domestic social unrest
and trans-boundary disputes (30 countries on three continents are potential
locations for future conflicts over water).

Potential entry points for thematic investors

Potential entry points for investors wishing to play the energy efficiency theme
include: water treatment; water management; and water infrastructure and
supply, amongst others.

Top Stocks

Sedol Name

BOFXGPO  Ncc Ltd

4498065 Ksb Ag

6153339 Aveng

4031879 Veolia Environneme
6294670 Doosan Heavy Ind
B0T9JZ5 Spark Infr Group
6897143 Toray Inds Inc
6630940 China Ever Intl
6497662 Kuraray Co
B0684C7 Manila Water Co
B63WX27  Va Tech Wabag Ltd
B1VZ431 Aecom Technology Corp
6641801 Nitto Denko Corp
B3B8D04 Suez Environnement
6497509 Kubota Corp

Sector
Industrials
Industrials
Industrials
Utilities
Industrials
Utilities
Materials
Industrials
Materials
Utilities
Utilities
Industrials
Materials
Utilities
Industrials

Boom Rank Bottom Stocks Boom Rank
(100=Attractive) Sedol Name Sector (1=Unattractive)
100 7123870 Nestle Staples 2
98 4824778 SGS SA Industrials 3
97 B1Y9TB3 Danone Staples 5
95 B28DTJ6 Bureau Veritas Industrials 7
93 4356646 Syngenta Materials 9
91 2018175 Du Pont (E I) De Nemours Materials 10
90 7332687 Alfa Laval Industrials 12
86 5086577 BASF Materials 12
86 6455530 Icl-Israel Chem Materials 16
84 2668804 Pall Corp Industrials 17
83 B86SZR5  Als Limited Industrials 19
79 B1VQ5C0  Keppel Corp Industrials 19
79 2459202 Idexx Labs Inc Health Care 22
78 B946776 Spirax-Sarco Eng Industrials 24
76 B1FH8J7 Severn Trent Utilities 26

Source: BofA Merrill Lynch Global Research. ~ Companies listed represent top and bottom 15 of the stocks within our Water theme universe.



BankofAmerica ">/
Merrill Lvnch

13 September 2013

Thematic Investing

Thematic Investing Theme #5 -
Extreme Weather & Climate Change

There is a growing peer reviewed body of climate modelling and statistical
observations showing a link between certain extreme weather events — including
very high temperatures and drought — with climate change. There is growing
belief that such events will become more frequent and more severe — with
extremes covering 10% of the globe (vs. 0.1-0.2% from 1951 to 1980. Without
further commitments and actions to reduce emissions, the world is set to get
warmer by more than 4°C than the pre-industrial era climate. Even with full
implementation of mitigation commitments and pledges, there is a 20% chance of
exceeding 4°C by 2100. This could have devastating consequences for food,
water and energy security — given that by 2030 global food demand is set to
increase by 50%, water demand by 40% and energy demand by 50%. As the
UK’s former Chief Scientific Advisor Sir John Beddington stated, “This threatens
to create a perfect storm of global events,” which poses key questions for
governments, stakeholders, corporates and investors as to how to meet these
demands while adapting to and mitigating climate change.

Potential entry points for thematic investors

Potential entry points for investors wishing to play the extreme weather and
climate change theme include: water; fertilizers; crop science; agricultural
equipment; farming; energy efficiency; second generation /nextgen biofuels; and
renewables and cleantech, amongst others.

Table 6: Thematic Investing Style Cycle — Extreme Weather & Climate Change

Top Stocks

Sedol Name Sector
6094922 Everlight Electron Technology
6641447 Nippon Sheet Glass Industrials
B297KM7  China Railway Grou Industrials
B59DK93  Sunpower Corp Technology
2534778 Cnh Global Nv Industrials
BOFXGPO  Ncc Ltd Industrials
5379749 Obrascon Huar Lain Industrials
6238645 Csr Limited Industrials
B23Z3F1 Cosan Ltd Energy
BO6YV46 Neste QOil Oyj Energy
6986041 Yaskawa Elec Corp Technology
B2PFVH7  China Railway Cons Industrials
B28XTR4  Gcl-Poly Energy HI Technology
4031879 Veolia Environneme Utilities
4498065 Ksb Ag Industrials

Source: BofA Merrill Lynch Global Research.

Boom Rank Bottom Stocks Boom Rank
(100=Attractive) Sedol Name Sector (1=Unattractive)
100 B1QGR41  Atlas Copco Industrials 1
99 7123870 Nestle Staples 1
98 B1Y9TB3  Danone Staples 2
98 B020QX2  Google Inc Technology 3
97 4356646 Syngenta Materials 3
96 5086577 BASF Materials 4
96 6455530 Icl-Israel Chem Materials 4
95 0929224 Victrex Materials 5
94 7332687 Alfa Laval Industrials 6
94 BO9MID2  Kone Oyj Industrials 6
93 2005973 Intl Business Machines Corp Technology 7
92 2463247 Intel Corp Technology 8
92 B03MM40  Royal Dutch Shell Energy 9
91 B1323K0 Saudi Arab Fertili Materials 9
90 5069211 Bayer Health Care 10

Companies listed represent top and bottom 15 of the stocks within our Extreme Weather & Climate Change theme universe.
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Table 7: Thematic Investing Style Cycle - Waste

Thematic Investing

Thematic Investing Theme #6 -
Waste

Poor waste management is a global reality, with only 25% of the 11bn tonnes
collected annually recycled or recovered — and 3.5bn people lacking access to
basic waste management services. The situation will get worse with waste
volumes growing faster than urbanisation rates and GDP growth — and waste
volumes set to double to 2025 (vs. 2005), and double again from 2025-50.
Positively, we are seeing a shift away from waste as a mandatory public service
to waste management as a sustainable business opportunity with fast growth
from diversion, recycling, recovery of valuable secondary raw materials, waste-to-
energy (WTE), e-waste, and sustainable packaging — as well as from EMs. We
see considerable low hanging fruit potential given that 70%+ of global waste is
currently landfilled. “Greening” waste management will require increasing MSW
recycling by a factor of 3.5x and doubling industrial waste recycling.

Potential entry points for thematic investors

Potential entry points for investors wishing to play the waste management theme
include: waste management, industrial treatment, WTE, wastewater & sewage,
E&C, recycling, and sustainable packaging amongst others.

Sedol
6278306
6693772
B28DT41
5072673
6250627
0822011
B41LJ57
B2Q8249
6810010
B5KL6S7
2747082
2232793
6263164
6630940
6294670

Top Stocks

Name Sector
Dowa Holdings Materials
Lee & Man Paper Ma Materials
Strabag Se Industrials
Stora Enso Materials
Daido Steel Co Materials
DS Smith Materials
Mondi Ltd Materials
Graphic Packaging Holding Co ~ Materials
Shanghai Ind Hidgs Industrials
Weatherford International Energy
Rock-Tenn Co Materials
Sealed Air Corp Materials
Daiseki Co Ltd Industrials
China Ever Intl Industrials
Doosan Heavy Ind Industrials

Source: BofA Merrill Lynch Global Research.

10

Boom Rank Bottom Stocks Boom Rank
(100=Attractive) Sedol Name Sector (1=Unattractive)
100 4824778 SGS SA Industrials 1
99 B28DTJ6 Bureau Veritas Industrials 3
97 7332687 Alfa Laval Industrials 4
96 6455530 Icl-Israel Chem Materials 5
93 2018175 Du Pont (E I) De Nemours Materials 7
93 5086577 BASF Materials 8
92 2748472 Abb Ltd Industrials 9
91 B946276 Spirax-Sarco Eng Industrials 1
89 B86SZR5  Als Limited Industrials 12
88 2668804 Pall Corp Industrials 13
86 2459202 Idexx Labs Inc Health Care 14
86 B1VQ5C0  Keppel Corp Industrials 16
84 B18V863 Pennon Group Utilities 17
83 B943735 Rexam Materials 17
80 B1FH8J7 Severn Trent Utilities 20

Companies listed represent top and bottom 15 of the stocks within our Waste theme universe.
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Table 8: Thematic Investing Style Cycle - Education

Thematic Investing

Thematic Investing Theme #7 -
Education

Education is a major component of well-being and is a key measure of economic
development and quality of life, including poverty alleviation, gender equality,
health, and environmental sustainability. However, barriers to school enrolment
and completion mean that globally there an estimated 793mn illiterate adults
(two-thirds of which are women) and close to 100mn children who are not in
school. Positively, we are seeing a push on attainment for “education for all” with
increasing government spending on education, demographic changes (9bn
population by 2050, reduced mortality rates, rising 0-15 population in low income
countries, international mobility), increasing internet penetration, efforts by EMs,
and increasing acceptance of private sector involvement. As a result, global
enrolments in primary and secondary education have risen from 400mn and
184mn in 1970 to 691mn and 544mn in 2010. Over the same period, the number
of students in tertiary education rose from 33 million to 178 million (Source: World
Bank)

Potential entry points for thematic investors

Potential entry points for investors wishing to play the education theme include:
publishing, textbooks, software and hardware platforms, for-profit K-12 schools
and higher education, training programmes, e-learning, language learning, and
MOCCs (massive open on-line courses) , amongst others

Top Stocks

Sedol
B5VHWB9
2386021
B7MJWP2
B5LL1F8
B4MGD82
BOBV2Y9
4547213
2640891
B29ZB62
5836200
B1LH3Y1
BBGVT40
2002543
B4WB848
B23PBF7

Source: BofA Merrill Lynch Global Research.

Name

Xueda Education Group -Adr
Corinthian Colleges Inc
Bright Horizons Family Soltn
Abril Educacao Sa

Tal Education Group

Lincoln Educational Services
Lagardere

Nokia Corp

K12 Inc

Gr Ed L'espresso

B2W Cia Digital

News Corp

Universal Technical Inst
Education Management Corp
Estacio Participac

Sector
Discretionary
Discretionary
Discretionary
Discretionary
Discretionary
Discretionary
Discretionary
Technology
Discretionary
Discretionary
Discretionary
Discretionary
Discretionary
Discretionary
Discretionary

Boom Rank Bottom Stocks Boom Rank
(100=Attractive) Sedol Name Sector (1=Unattractive)
100 2588173 Microsoft Corp Technology 3
97 B4BNMY3  Accenture Plc Technology 5
95 B020QX2  Google Inc Technology 8
92 2046251 Apple Inc Technology 1
89 2005973 Intl Business Machines Corp  Technology 13
87 0677608 Pearson Discretionary 16
84 2293819 Ebay Inc Technology 18
82 B0498J7 Navitas Ltd Discretionary 21
79 B2BODG9  Reed Elsevier Discretionary 24
76 BOGWDP5  Capella Education Co Discretionary 26
74 2452375 Itt Educational Services Inc Discretionary 26
68 2043694 Apollo Group Inc -ClI A Discretionary 32
68 2267609 Devry Inc Discretionary 34
63 6771720 Samsung Electronic Technology 37
63 2000019 Amazon.Com Inc Discretionary 39

Companies listed represent top and bottom 15 of the stocks within our Education theme universe.
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Macro signals rose again in August.

This month 5 indicators are rising, and
one indicator is flat.

We remain in the ‘Boom’ phase of the
cycle.

12

Thematic Investing

Back Testing - European Style Cycle

Back-testing the cycle with investment style

The table below includes the average excess price returns (monthly) for individual
investment styles at each phase of the economic cycle. (Style performance is
versus MSCI Europe equal weight Price Index).

Table 9: Monthly Excess Returns by Investment Style and Phases of the Economic Cycle

Economic Cycle Value Growth Momentum Quality  Risk Size
Hi-Lo Hi (Large-Small)
Phase 1 - 'Boom’

Rising Accelerating 1.10 0.78 0.97 -1.34 0.65 -0.75
Phase 2- 'Slow-down'

Rising Decelerating 0.00 0.44 0.89 0.52 0.07 0.25
Phase 3 - 'Recession’

Falling Decelerating -0.70 -1.91 -0.81 6.37 -2.85 1.10
Phase 4 - 'Recovery'

Falling Accelerating 247 1.31 0.10 -3.00 2.66 -2.05
5 Cycle Average 0.72 0.15 0.29 0.64 0.13 -0.36

Source: BofAML Global Research European Quantitative Strategy/ DataStream/ OECD/ MSCI  Back testing period Dec 1992 to Dec 2003
Performance based on equal weight portfolios, monthly rebalanced, no transaction costs are included, performance based on price returns and not
total retumns (dividends are not included).

The back-testing results illustrate how certain investment styles work well
compared to others, depending on the economic conditions and ultimately where
we are in the cycle. The data presented above looks at all periods since 1992,
including 5 complete cycles.

= For the purpose of the historical back-testing, we calculate price returns in
our analysis, not total returns. Dividends are not re-invested and
performance does not include tax withholdings or any investment advisory
fees. We do not include transaction costs, and we not do include
implementation costs or borrowing costs in the absolute ‘Style Cycle’ price
returns.

= Price returns are based on month end data, meaning we use closing stock
prices for the last trading day of the calendar month. All screens are based
on month end data and it is assumed on the 1st business day of the new
month our screens would have been available to the market. We calculate
the profit or loss for a particular month based on the month end data from
one period to the month end data of the next period.

m  Screens are determined at the end of each month using month-end data.
Price performance is calculated as the simple average performance of the
stocks within the screen. In order that we compare like with like, screen
performance is compared to an equal-weighted average performance of all
stocks in the universe. In this way, we remove any size bias from the
analysis, and thereby test whether the factors on which we are focused
predict price performance. It is noteworthy that BofA Merrill Lynch restricted
stocks have not been excluded from any part of the historical monthly
screens as defined as the back-test period.

= Back-tested performance is hypothetical in nature and reflects application of
the screen prior to its introduction and is not intended to be indicative of
future performance.
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Appendix |

Thematic Investing

Definitions

Multi Factor Models - Style Cycle Phases

STYLE CYCLE: The European ‘Style Cycle’ links phases of the economic
cycle with the performance of investment style. Stocks are screened based
on their equal weighted rank of Value, Growth, Momentum, Quality and
Risk.

BOOM: favours rising Momentum, low Quality, high Risk, Small Caps and
neutral Value vs. Growth.

SLOWDOWN: favours rising Momentum, high Growth vs. good Value, low
Risk, high Quality, and Large Caps.

RECESSION: favours Value vs. Growth, low Risk, high Quality, and Large
Caps

RECOVERY: favours Value vs. Growth, rising Momentum, low Quality, high
Risk and Small Caps.

Investment Styles

Value: Equal weighted combination of factors - Forecast/Trailing EPS Yield,
Dividend Yield, Cash to Price Yield, Book to Price Yield, Price to Sales and
Forecast PEG.

Growth: Equal weighted combination of factors - Forecast/Trailing EPS
Growth, Forecast EPS Change and Forecast Long Term Growth.

Momentum: Equal weighted combination of factors - 3m EPS Change, EPS
Revision Ratio, Sales Revision Ratio, 1m Price Change and 12m Price
Change.

Quality: Equal weighted combination of factors - Return on Assets, Return
on Capital, Return on Equity, 5yr Return on Equity and Leverage.

Risk: Equal weighted combination of factors - .EPS Estimate Dispersion and
Beta

Size: Month-end free float market capitalisation.
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Thematic Investing

Notes to Readers

The comments and views expressed in this document are those of the BofA
Merrill Lynch Quantitative Strategy Team and do not necessarily coincide with
those of the BofA Merrill Lynch fundamental analysts.

Transaction costs and dividends are not included in these results. The figures
represent the linking of individual monthly return calculations in local currency
since inception and through the latest month end. Monthly return figures are
calculated from the close of business of the prior month to the close of business
in the current month. Additions and deletions are priced as of the close of
business on the day that the changes occur. No transaction costs or dividends
are included in these results. The performance figures are updated on a monthly
basis. Past performance is no guarantee of future results. A complete
performance record is available upon request.
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Thematic Investing

Link to Definitions
Industrials
Click here for definitions of commonly used terms.

Macro
Click here for definitions of commonly used terms.

Analyst Certification

I, Sarbjit Nahal, hereby certify that the views expressed in this research report
about securities and issuers accurately reflect the research model applied in such
analysis. | also certify that no part of my compensation was, is, or will be, directly
or indirectly, related to the specific recommendations or view expressed in this
research report.

15



Bankof America %
Merrill Lvnch Thematic Investing

13 September 2013

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 a
stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There
are three investment ratings: 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. 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 2> 20%

* Ratings dispersions may vary from time to time where BofA Merrill Lynch 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 Merrill Lynch Comment referencing the stock.

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

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 Merrill Lynch Global Research.

Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:

MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch (France):
Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa): Merrill
Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia): Merrill
Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd.;
Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill Lynch
Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch); Merrill
Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): OO0 Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey I.B.): Merrill Lynch
Yatirim Bank A.S.; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A.S.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.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 Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority — details about the extent of its regulation by the Financial Services Authority are available from it 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 by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.’s F
06872E and 198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). 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 s.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 Muiltiplo 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 security discussed in the report should do so through MLPF&S and not such foreign affiliates.
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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.

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, including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at
http://www.ml.com/media/43347 .pdf.

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.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:

Copyright 2013 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks
of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. 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 in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

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 Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

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 contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.
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Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

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 recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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