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corporate earnings in the coming quarters? Our short answer: Not much.

Thought of the Week— Small Business Outlook—A Big Deal: The outlook for U.S. small
businesses shouldn’t be overlooked. The small business outlook matters, given its weight
in the U.S. economy.

Key Takeaways from the U.S. Downgrade: Early last Friday evening, Moody's downgraded the
credit rating of the U.S. from Aaa to Aal. The downgrade was not a surprise; Moody’s put the U.S. on
negative outlook in November 2023 and had issued several comments since then on the U.S’
weakening finances. All three major rating agencies now rate the U.S. one notch below triple-A, with
a stable outlook. S&P and Fitch downgraded the U.S. to their equivalent AA+ ratings in 2011 and
2023, respectively. Moody's cited what investors have long worried about: large annual fiscal deficits
over successive administrations, resulting in increasingly higher debt and interest payment ratios
than other highly-rated sovereigns, and the likelihood that this trend will continue. Moody’s projects
that if the 2017 Tax Cuts and Jobs Act is extended, which is its base case, it will add around $4 trillion
to the federal fiscal primary (excluding interest payments) deficit over the next decade. As a result,
Moody’s “expects federal deficits to reach nearly 9% of gross domestic product by 2035, up from
6.4% in 2024, driven mainly by increased interest payments on debt, rising entitlement spending,
and relatively low revenue generation.”

That said, our rates team does not expect the downgrade to trigger any forced selling of Treasurys,
citing that there has been no consistent Treasury market response in prior downgrades. In addition,
Moody’s recognizes the U.S. retains exceptional credit strengths such as “the size, resilience and
dynamism of its economy and the role of the U.S. dollar as global reserve currency”. The question
now is whether Congress will take their que from Moody’s and craft a budget that slows/abates the
deteriorating fiscal trajectory of the U.S. government.

Chartered Financial Analyst® and CFA® are registered trademarks owned by CFA Institute.
Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment

products sponsored, managed, distributed or provided by companies that are affiliates of Bank of America Corporation (‘BofA Corp.”).

MLPF&S is a registered broker-dealer, registered investment adviser, Member SIPC and a wholly owned subsidiary of BofA Corp.
Investment products:

Are Not FDIC Insured | Are Not Bank Guaranteed | May Lose Value |
Please see last page for important disclosure information. 7975268 5/2025

MERRILL&S

A BANK OF AMERICA COMPANY

May 19, 2025

MACRO STRATEGY p

Chief Investment Office
Macro Strategy Team

MARKET VIEW »

Joseph P. Quinlan
Managing Director and Head of CIO Market Strategy

Ariana Chiu
Wealth Management Analyst

THOUGHT OF THE WEEK P>

Rodrigo C. Serrano, CFA®
Director and Senior Investment Strategist

MARKETS IN REVIEW p>

Data as of 5/19/2025,
and subject to change

Portfolio Considerations

We expect a sawtooth market price
pattern to continue in the short-term as
trade deal headlines combine with
concerns over stagflation.

We maintain an overweight to Equities,
driven by U.S. Equities, with a preference
for Large-caps over Small-caps, and we
are neutral outside of the U.S. We still
favor a significant allocation to bonds in
a well-diversified portfolio.

Long-term investors that drift too far
from their asset allocation objectives as
market volatility picks up from time to
time should consider rebalancing (adding
to Equities) on weakness, as we believe
we ultimately resume better growth
prospects for the economy and earnings
in 2026.

Through periods of volatility, we
emphasize portfolio diversification within
and across asset classes and we remain
buyers on weakness.
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Recession Odds Drop
Chief Investment Office, Macro Strategy Team

The fog of uncertainty around the ultimate landing place for tariffs lifted dramatically after
U.S. and China negotiators cordially agreed to a constructive process for dealing with the
unprecedent trade imbalances threatening the global economy. Markets reacted with a big
thumbs up as the worst-case scenario of the world’s two biggest economies fully
decoupling was taken off the table. This, in turn, forced all those economists predicting a
recession in 2025 to backpedal and take their direst predictions off the table. The
consensus outlook has shifted sharply toward a soft landing as the global economy
absorbs the more moderate tariff regime that now seems likely.

The outline of that regime seems clearer today than it did on April 2, when a much more
aggressive trade war seemed possible. Essentially, the agreement with the UK. first
announced that the base case for countries that are cooperative with U.S. geopolitical
goals and eschew unfair trade practices like currency manipulation, higher tariffs and non-
tariff trade barriers will get the best deals. The 10% base rate on U.S. imports represents
the low water market for preferred U.S. trading partners. This shows the administration is
serious about not just using tariffs to rebalance trade, but also to raise revenues to help
reduce the fiscal deficit and the tax burden on U.S. households. With over $3 trillion of
goods imports, this implies tax revenues of at least $300 billion per year from the new
tariff tax.

Revenues are likely to be even higher because not every country will enjoy the UK''s preferred
treatment. China, for example, continues to have the highest tariff rate because, in addition to
the new 10% base rate, it has an additional 119% rate imposed in the first Trump
administration, plus a 30% rate related to its role in providing chemicals for fentanyl
production. So despite the suspension of the much higher rates imposed by both sides during
the post-April 2 retaliation phase, China’s tariff still adds up to 51%—reflecting its status as
the biggest source of the U.S. trade deficit as well as its geopolitical policies supporting
countries sanctioned by the U.S. for various reasons such as terrorism and the war in Ukraine.
Reducing its trade deficit with the U.S. through fairer trade and more cooperative geopolitical
strategies could bring down its tariff over time, however unlikely that seems.

In any event, the parameters of the new tariff regime are much clearer today despite
some lingering uncertainty. Markets are repricing for a less disruptive tariff regime,
despite the fact that it still represents the most radical change in global trade rules since
the post-World War Il trade regime was created.

In typical “Art of the Deal” fashion, the opening tariff bid on April 2 was so outrageous it
caused an unprecedented spike of fear and uncertainty about policy, so that the
subsequent compromise was greeted positively with relief while still creating the
structural shift in policy likely desired in the first place. Over the next several weeks, the
spectrum of possibilities for deals with other trading partners is more or less laid out by
the extremes, with the UK. representing the “best case” scenario and China the “worst
case” as far as tariffs go.

Also helping to significantly reduce the odds of recession is the growing recognition that
fiscal policy is likely to mitigate much of the damage that tariffs are expected to do to
U.S. household budgets. Congress is moving quickly to pass a budget that President Trump
can sign by the summer. As promised during his campaign, early drafts show tax breaks
for lower income households, including exemptions for tips, overtime, auto loan interest
and senior citizens, as well as higher standard deduction amounts. While the burden of
10% base tariffs will be split between foreign producers, importers and U.S. consumers to
varying degrees, these tax cuts would more than offset tariff costs for many lower income
households since imports are a relatively low share of the U.S. economy.

Investment Implications

Progress on trade deals has
reignited the “American
exceptionalism” trade. A more
balanced performance across
global equity markets should be
the result after several months of
U.S. underperformance. The
improved global growth outlook is
good for corporate profits and risk
assets.
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Aside from possible negative tariff-related effects, there is little basis for the view that the
U.S. is headed for a recession. First-quarter earnings growth, based on about 90% of the
S&P 500 Index companies having already reported, is expected to come in around 14% on a
year-over-year basis. The improved outlook for tariff effects suggests the risk of more of the
downward earnings revisions that have followed the April 2 announcement is likely to
moderate. With an accommodative Federal Reserve (Fed) and some front-loaded fiscal
stimulus likely over the next year, expectations for growth are likely to turn up in our view
after the initial tariff hit passes. At least, that seems to be the message from the surging
stock market. Economists clearly overreacted to the initial tariff announcements as did a lot
of the survey and other soft data. Despite this, hard data such as earnings, employment,
consumption spending and investment remains solid. Investment spending is especially
strong as companies all over the world scramble to bolster their foothold in the U.S.
domestic market, where trillions of dollars in new capital spending have been announced.
BofA Global Research continues to expect the U.S. to avoid a recession, with the core belief
that the U.S. consumer and the employment markets, bolstered by the wealth effect, remain
resilient.

Recessions are usually the result of a pattern of systemic weakening in a substantial part of
the economy. For example, after the 2008/2009 Great Financial Crisis (GFC), dropping home
values and spreading mortgage defaults forced a long deleveraging process in the household
and financial sectors which was mitigated by easy Fed policy (zero rates) and surging
government debt. Business balance sheets also healed during the decade after the GFC
helped by the low rates. The net result going into the pandemic was the healthiest overall
private sector balance sheet in decades, with low levels of debt service relative to cash
flows.

With the post-pandemic surge in government spending and fiscal deficits at
unprecedented peacetime levels, financial vulnerabilities that might cause a recession
crisis have shifted to the government sector, where the growth in debt and interest
expense is most problematic. This is why a primary goal of the new administration and the
framework for the budget deal moving through Congress is to lop a trillion dollars off the
budget deficit over the next four years, cutting it from over 6% of gross domestic product
(GDP)—which is unsustainable to about 3%, which is close to the historical average and
sustainable over the longer term in an economy that averages 4% (or higher) nominal GDP
growth.

As the recently published biannual Financial Stability Report by the Fed notes, the financial
health of both business and household borrowers remains generally strong. Headwinds
from economic uncertainty remain but have been substantially reduced by the increased
clarity around the tariff outlook with the recent progress. On balance, the ingredients for a
recession from financial pressures in the private sector are lacking.

This implies that the biggest risks which reside in the government sector need to be
addressed if a recession is to be avoided. For now, the market is assuming the looming
budget deal will address this issue before it's too late. A surge in long-term Treasury rates
would be a sign that the markets are losing confidence in this latest positive scenario. For
now, long-term Treasury rates have simply repriced to reflect the much-reduced need for
Fed rate cuts in a stronger economy.

In an age of financial media sensationalism, perhaps no idea has been abused more recently
than the notion that the U.S. faces the risk of “stagflation.” Back in the late 1970s and early
1980s, when stagflation was a real thing, it was measured by the so-called “misery index,”
which simply added the unemployment rate to the inflation rate. Back then, it peaked with
the unemployment rate and inflation—both over 10%—for a misery index over 20%.

Today, it's less than 7%, which is nirvana by 1970s standards. Even after slight upward
revisions to both inflation and the unemployment rate, based on peak tariff concerns
before the China accord, the latest (April) Blue Chip consensus expects the misery index to
average only 7.7% in 2025 and 7.6% in 2026. This seems like a small price to pay for a
more stable, sustainable global trade framework. Our view continues to remain overweight
Equities, given our belief that growth resumes heading into next year and corporate profits
are eventually bolstered by firmer growth.
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MARKET VIEW

How Much is the Spike in Global Brand Nationalism a Risk to U.S.
Global Brand Leaders?

Joseph P. Quinlan, Managing Director and Head of CIO Market Strategy
Ariana Chiu, Wealth Management Analyst

Trade wars always trigger unintended consequences, and this time is no different. Owing to
America’s hard line on trade, global consumer sentiment toward the U.S. in general, and U.S.
goods and services in particular, has soured. Even with the recent rollback of U.S. tariffs, the
world has neither forgotten nor forgiven America for April 2, “Liberation Day.” And it’s still
smarting from a number of geopolitical tension points stirred up by the Trump Administration.

To wit, Danish consumers are boycotting popular U.S. food and beverages, thanks to talks of
the U.S. taking Greenland from Denmark. Canadian consumers are neither buyers of U.S. goods
(e.g., beer) nor services (traveling less to the U.S.) owing to deteriorating U.S.-Canadian
relations. Mexican consumers are unhappy with the Administration’s hard line on immigration
and trade and have avoided some U.S. products as of late. China consumers are exhibiting the
same traits—buying fewer U.S. brands in favor of domestic substitutes.

Across Europe, meanwhile, anti-American sentiment has spiked along with the US!
imposition of a 20% reciprocal tariff on European goods. According to the European Central
Bank, “the newly imposed U.S. trade tariffs on European products are causing European
consumers to think twice about what's in their shopping cart. Consumers are very willing to
actively move away from U.S. products and services.”" According to a recent report from
Bloomberg, “in Germany and Italy, developers have created apps that scan grocery and
clothing items for people who want to make sure they are not buying American.”

European consumers have also begun to boycott U.S. streaming giants by canceling their
subscriptions. They are also canceling travel to the U.S,, with new tourist arrivals from
Canada and Europe down sharply in the first four months of this year.

Given all of the above, a key question for investors is the following: Given the mounting
global backlash against U.S. goods and services, how much will this blowback impact U.S.
corporate earnings in the coming quarters? Brand nationalism—whereby consumer
preferences, corporate loyalty, and government policies favor domestic brands over
foreign brands—is on the rise around the world, so how might this dynamic affect U.S.
brand leaders in the months ahead (Exhibit TA)?

The short answer: not much or materially, in our opinion, assuming trade tensions between
the U.S. and the rest of the world are dialed back in the coming months.

The case for cautious optimism. Brands are like moats—they are not easy to overcome
and provide firms a distinct competitive advantage over the long run. Strong brands help
firms navigate strong headwinds (a.k.a. geopolitical tensions) and are relatively “sticky” in
nature given the embedded loyalty with consumers.

That said, U.S. brands are also easy and visible targets for foreign consumers unhappy
with U.S. trade and/or foreign policies. For instance, under the first Trump Administration,
there were grassroots boycotts of U.S. goods in Mexico and Canada due to strained
relations between the U.S. and its North American partners. Jeans and bourbon whiskey
became anti-U.S. targets in the European Union, while U.S. auto, agricultural and
technology sales all faced consumer resistance in China.

Under the Biden Administration, consumer boycotts emerged across many Muslim nations
following U.S. support for Israel during the Gaza conflict. Russian consumers rejected U.S.
brands due to U.S. support in Ukraine. And the administration’s continued sanctions on
China stirred nationalist campaigns in China to buy China and avoid the U.S. Even the
Obama Administration wasn't free of foreign boycotts, with the assassination of Osama
bin Linden stirring up anti-American sentiment in Pakistan and other parts of the Muslim

T See “How will European consumers react to US tariffs?” The European Central Bank Blog, April 30, 2025.
2 See “Buy American: No Thanks, Europe Says, as Tariff Backlash Grows,” The New York Times, May 5, 2025.

Portfolio Considerations

We continue to prefer Large-caps
over Small-caps as larger
multinational U.S. companies
remain better equipped to
navigate trade policy volatility and
preserve margins during periods of
uncertainty. A weaker dollar should
serve as a tailwind to America’s
top global brand leaders with
ample international revenue
exposure.
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world. Finally, during the U.S.-Iragi war earlier this century, Corporate America faced a
wave of anti-American sentiment spread across the Middle East, Europe and parts of Asia.

The bottom line: Geopolitical tensions can and often do trigger bouts of brand nationalism
and carry market-level consequences for firms. But in most cases, the effects don’t
linger—the hit to corporate profits isn’t long lasting, or structural in nature.

So while #BoycottUSA hashtags have become popular across Europe and other parts of
the world, what consumers say about the U.S. versus what they do about it are often two
different things. As a pollster in France recently quipped about French consumers, “we are
starting to see a sanctioning of the U.S. and its policies in people’s attitudes, but there is a
gap between the position people have in principle and what they do in practice.”
Translation: French consumers are upset with the Trump Administration but aren’t ready
just yet to substitute top U.S. brands of goods and services for an alternative.

We suspect the same dynamic is playing out across the world. Indeed, over Q1 earnings calls,
many companies spoke of U.S. protectionism-cum-slowing sales in western markets, but
little in other markets. Per this announcement from McDonald’s during the most recent
earnings call: “We've seen an uptick in anti-American sentiment, call it, 8 points to 10 points
increase in anti-American sentiment, most pronounced in Northern Europe and Canada, not a
big deal in Latin America, not a big change—or nothing that we're seeing in Asia.”

Meanwhile, U.S. corporations are not standing idly by as foreign sentiment sours on U.S.
products. Many of America’s top brands are embedded in host nations and have been busy
fortifying and repositioning their brands to emphasize local engagement rather than their
U.S. identity. This should backstop earnings growth over the medium-term.

Another boost to earnings: a weaker U.S. dollar, which has declined 5% this year on a
trade-weighted basis. A weaker dollar means that U. S. foreign affiliate earnings in yen,
euros or pounds are worth more when converted back into U.S. dollars. This dynamic is
expected to translate into a key earnings bump this year to some of America’s largest
companies and top global brand leaders (Exhibit 1B).

In the end, yes, global brand nationalism is on the rise. The world is upset and frustrated
with the trade and foreign policies of the Administration, placing many top U.S. global
brand leaders in the crosshairs of rising anti-American sentiment among foreign
consumers. However, if history is any guide, this too shall pass—assuming, of course, U.S.
trade tensions with the rest of the world are dialed back in the coming months.

Per portfolio positioning, we continue to prefer Large-caps over Small-caps as larger
multinational U.S. companies remain better equipped to navigate trade policy volatility and
preserve margins during periods of uncertainty. We expect mid-single-digit earnings
growth for the S&P 500 in 2025 as resilient company fundamentals weather this bout of
brand nationalism.

Exhibit 1: America Leads Global Brands.

1A) Most Valuable Global Brands in 2024. 1B) Top U.S. Brands Are More International than Domestic.
Brand Brand Value ($B) Country LIUAY ® International
1 Apple $1,016 UsS. Apple
2 Alphabet $753 us. Alphabet
3 Microsoft $713 us. Microsoft
4 Amazon §577 us. Amazon
5 McDonald's $222 us. McDonald's
6 NVIDIA $202 us. NVIDIA
7 Visa 5189 us. Visa
8 Meta 5167 us. Meta
9 Oracle $145 us. Oracle
10 Tencent $135 China 0% 20% 40% 60% 80% 100%

Percent of Total Revenue by Geography (%)

Exhibit TA) Source: Statistics Kantar BrandZ. Rankings as of 2024. Data as of 2024. Exhibit 1B) Source: FactSet. Data as of May 13, 2025.

3 See “Le boycott: French customers shun McDonald's, Coca Cola and Tesla to protest against Trump,” The Guardian,
March 29, 2025.

4 McDonald's Q1 2025 Earnings Call, Bloomberg, May 1, 2025.
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THOUGHT OF THE WEEK
Small Business Outlook—A Big Deal

Rodrigo C. Serrano, CFA®, Director and Senior Investment Strategist

Beginning 2025, U.S. small businesses looked poised to continue their role as an important
growth generator for the U.S. economy. A small business index published by the U.S.
Chamber of Commerce and MetLife signaled resilience in Q1 2025. Over 60% of

respondents stated their business was in good health and expected higher revenue in the
next year.

That said, the same study cited that concern over inflation hit a record. Meanwhile, despite
resiliency, there has been a shift in relative hiring trends since a period of strong
outperformance in 2021 to 2022. ADP has reported that average monthly job creation
produced by small businesses is now less than double that of larger firms (1.7 times), a
notable decline from an average of 3.2 times from 2011 to 2019.

Recent uncertainty has negatively impacted sentiment. In April the NFIB’s Small Business
Optimism Index registered its fourth straight decline from its highest level since October
2018 and remains below its long-term average. Mirroring data from ADP, the share of
businesses that plans to increase employment has trended lower since 2022 and stands
near levels last seen during the pandemic. Matching this period’s nadir, the percentage of
firms planning capital outlays fell to near levels last seen over two decades ago (Exhibit 2A).

Exacerbated by uncertainty over trade tensions, declines in these measures suggest
growing caution, which may weigh on broader economic growth. While most small
businesses (82%) are sole operators and manage without employees, the small firms that
do hire and have staff employ nearly 46% of the American work force, according to the
U.S. Chamber of Commerce. Further reinforcing its heft in the labor market, the smaller of
these establishments, numbering below 250 employees, accounted for nearly 80% of
national hires in March (Exhibit 2B). All told, the small business sector accounts for 43.5%
of U.S. GDP, according to the Small Business administration.

Indeed, the outlook for small business is important. Encouragingly, recent developments
have cooled trade tensions between the U.S. and China, which may stabilize deteriorating
sentiment. In our view, rekindled dynamism from the small business sector would be an
important plank underpinning the longer-run outlook for the U.S. economy.

Exhibit 2: On Watch: The Extent of Rekindled Growth Appetite from Small Business.

Investment Implications

The U.S. small business segment
remains challenged by higher
interest rates and uncertainty
regarding trade policy. Reflecting
these headwinds, the consensus
earnings estimate for the Russell
2000 Index has underperformed
that of the Russell 1000 Index,
which tracks a set of large-cap
companies. Amid this period of
continued uncertainty, we continue
to favor Large-caps over Small-
caps.

2A) From Great to Deflated Expectations.
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Exhibit 2A) Source: NFIB. Data as of May 13, 2025. Exhibit 2B) Source: Bureau of Labor Statistics—Job Openings and Labor Turnover Survey. Data as of April 2025. Please refer to index definitions

at the end of this report.
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MARKETS IN REVIEW

Equities
Total Return in USD (%)

Economic Forecasts (as of 5/16/2025)

Current WTD MTD YTD

DJIA 42,654.74 35 50 09

NASDAQ 19.211.10 72 102 03
S&P 500 595838 53 7.1 18
S&P 400 Mid Cap 3,088.22 49 84 -05
Russell 2000 2,113.25 45 7.7 -48
MSCl World 3,863.29 42 58 49
MSCI EAFE 2,549.92 09 23 144

MSCl Emerging Markets ~ 1,172.38 31 55 10.0

Fixed Income!
Total Return in USD (%)

Q12025A Q22025E  Q32025E  Q42025E 2025E 2026E
Real global GDP (% y/y annualized) - - - - 28 30
Real U.S. GDP (9% g/q annualized) 03 20 06 1.6 15 15
CPlinflation (% y/y) 27 26 32 32 30 26
Core CPl inflation (% y/y) 31 30 35 36 33 30
Unemployment rate (%) 4.1 42 43 45 43 46
Fed funds rate, end period (%) 438 438 438 438 438 338

Current  WTD MTD YTD

Corporate & Government 463 016 -1.15 195

Agencies 445 -014 075 2.07
Municipals 403 0.02 0.28 -0.75
US. Investment Grade Credit  4.77 -0.19 -1.14 2.01
International 529 0.19 -0.60 1.66
High Yield 7.46 0.87 142 241
90 Day Yield 434 432 429 431
2 YearYield 400 3.89 3.60 424
10 Year Yield 448 438 416 457
30 Year Yield 494 483 468 478

Commodities & Currencies
Total Return in USD (%)

Commodities Current  WTD MTD YTD

Bloomberg Commodity 24785  -17 02 39
WTI Crude $/Barrel 62.49 24 74 -129

Gold Spot $/0Ounce't 320365 -36 -26 221
Total Return in USD (%)
Prior Prior 2022
Currencies  Current ~ WeekEnd ~ Month End Year End
EUR/USD 112 113 113 1.04
USD/JPY 145.70 14537 143.07 157.20
USD/CNH 721 724 727 734

S&P Sector Returns

Information Technology 8.2%
Consumer Discretionary 7.8%
Communication Services 6.6%
Industrials
Financials 3.5%
Energy 3.5%
Materials 2.5%
Utilities 2.5%
Consumer Staples 1.6%
Real Estate 0.9%
Healthcare 0.3%
0% 2% 4% 6% 8% 10%

Sources: Bloomberg, Factset. Total Returns from the period of
5/12/2025 to 5/16/2025. tBloomberg Barclays Indices. ¥Spot price
returns. All data as of the 5/16/2025 close. Data would differ if a

different time period was displayed. Short-term performance shown

to illustrate more recent trend. Past performance is no guarantee
of future results.

The forecasts in the table above are the base line view from BofA Global Research. The Global Wealth & Investment
Management (GWIM) Investment Strategy Committee (ISC) may make adjustments to this view over the course of the
year and can express upside/downside to these forecasts. Historical data is sourced from Bloomberg, FactSet, and

Haver Analytics. There can be no assurance that the forecasts will be achieved. Economic or financial forecasts are
inherently limited and should not be relied on as indicators of future investment performance.

A=Actual. E/*=Estimate. *As of May 16, 2025.

Sources: BofA Global Research; GWIM ISC as of May 16, 2025.

Asset Class Weightings (as of 5/6/2025) CIO Equity Sector Views

(IO View ClO View
Asset Class Underweight Neutral Overweight Sector Underweight Neutral Overweight
Global Equities (0] Financials (@)
US. Large-cap Growth (0] Utilities (e
US. Large-cap Value (0] Consumer
U.S. Small-cap Growth o Discretionary o
US. Small-cap Value (@) Communication
International Developed (0] Services o
Emerging Markets (0] Information o
Global Fixed Income (o) Technology
US. Governments (o) Healthcare o
U.S. Mortgages (0] Industrials (@)
US. Corporates (0] Real Estate (@)
International Fixed Income (0] Consumer
High Yield o Staples ©
s 0
US. High Yield Tax Exempt o Materials °

Alternative Investments*
Hedge Strategies

Private Equity & Credit
Real Assets

Cash

*Many products that pursue Alternative Investment strategies, specifically Private Equity and Hedge Funds, are available
only to qualified investors. CIO asset class views are relative to the CIO Strategic Asset Allocation (SAA) of a multi-asset
portfolio. Source: Chief Investment Office as of May 6, 2025. All sector and asset allocation recommendations must be
considered in the context of an individual investor's goals, time horizon, liquidity needs and risk tolerance. Not all
recommendations will be in the best interest of all investors.

7 0of 8 May 19,2025 - Capital Market Outlook

RETURN TO FIRST PAGE



Index Definitions

Securities indexes assume reinvestment of all distributions and interest payments. Indexes are unmanaged and do not take into account fees or expenses. It is not possible to invest
directly in an index. Indexes are all based in U.S. dollars.

S&P 500 Index is a market-capitalization-weighted index that is widely regarded as the best single gauge of large-cap U.S. equities. The index includes 500 leading companies and covers
approximately 80% of available market capitalization.

Misery Index is an informal measure of the state of an economy generated by adding together its rate of inflation and its rate of unemployment.

National Federation of Independent Business (NFIB) Small Business Optimism Index is a monthly survey released by the National Federation of Independent Business (NFIB) that provides a
gauge of the health and outlook of small businesses in the U.S.

Russell 1000 Index is a U.S. stock market index that tracks the highest-ranking 1,000 stocks in the Russell 3000 Index, which represent about 93% of the total market capitalization of that index.

Russell 2000 Index is a small-cap U.S. stock market index that makes up the smallest 2,000 stocks in the Russell Index.

Important Disclosures
Investing involves risk, including the possible loss of principal. Past performance is no guarantee of future results.

This material does not take into account a client’s particular investment objectives, financial situations, or needs and is not intended as a recommendation, offer, or solicitation for the purchase or
sale of any security or investment strategy. Merrill offers a broad range of brokerage, investment advisory and other services. There are important differences between brokerage and investment
advisory services, including the type of advice and assistance provided, the fees charged, and the rights and obligations of the parties. It is important to understand the differences, particularly when
determining which service or services to select. For more information about these services and their differences, speak with your Merrill financial advisor.

Bank of America, Merrill, their affiliates and advisors do not provide legal, tax or accounting advice. Clients should consult their legal and/or tax advisors before making any financial decisions.

This information should not be construed as investment advice and is subject to change. It is provided for informational purposes only and is not intended to be either a specific offer by Bank of
America, Merrill or any affiliate to sell or provide, or a specific invitation for a consumer to apply for, any particular retail financial product or service that may be available.

The Chief Investment Office (“CIO”) provides thought leadership on wealth management, investment strategy and global markets; portfolio management solutions; due diligence; and solutions
oversight and data analytics. CIO viewpoints are developed for Bank of America Private Bank, a division of Bank of America, N.A, (“Bank of America”) and Merrill Lynch, Pierce, Fenner & Smith
Incorporated (“MLPF&S” or “Merrill"), a registered broker-dealer, registered investment adviser and a wholly owned subsidiary of Bank of America Corporation ("BofA Corp.").

The Global Wealth & Investment Management Investment Strategy Committee (‘GWIM ISC”) is responsible for developing and coordinating recommendations for short-term and long-term
investment strategy and market views encompassing markets, economic indicators, asset classes and other market-related projections affecting GWIM.

BofA Global Research is research produced by BofA Securities, Inc. (‘BofAS”) and/or one or more of its affiliates. BofAS is a registered broker-dealer, Member SIPC and wholly owned subsidiary of
Bank of America Corporation.

All recommendations must be considered in the context of an individual investor’s goals, time horizon, liquidity needs and risk tolerance. Not all recommendations will be in the best interest of all
investors.

Asset allocation, diversification and rebalancing do not ensure a profit or protect against loss in declining markets.
Dividend payments are not guaranteed, and are paid only when declared by an issuer’s board of directors. The amount of a dividend payment, if any, can vary over time.

Investments have varying degrees of risk. Some of the risks involved with equity securities include the possibility that the value of the stocks may fluctuate in response to events specific to the
companies or markets, as well as economic, political or social events in the U.S. or abroad. Small cap and mid cap companies pose special risks, including possible illiquidity and greater price volatility
than funds consisting of larger, more established companies. Investing in fixed-income securities may involve certain risks, including the credit quality of individual issuers, possible prepayments,
market or economic developments and yields and share price fluctuations due to changes in interest rates. When interest rates go up, bond prices typically drop, and vice versa. Investments in high-
yield bonds (sometimes referred to as “junk bonds”) offer the potential for high current income and attractive total return, but involves certain risks. Changes in economic conditions or other
circumstances may adversely affect a junk bond issuer’s ability to make principal and interest payments. Income from investing in municipal bonds is generally exempt from Federal and state taxes
for residents of the issuing state. While the interest income is tax-exempt, any capital gains distributed are taxable to the investor. Income for some investors may be subject to the Federal
Alternative Minimum Tax (AMT). Treasury bills are less volatile than longer-term fixed income securities and are guaranteed as to timely payment of principal and interest by the U.S. government.
Bonds are subject to interest rate, inflation and credit risks. Investments in foreign securities (including ADRs) involve special risks, including foreign currency risk and the possibility of substantial
volatility due to adverse political, economic or other developments. These risks are magnified for investments made in emerging markets. Investments in a certain industry or sector may pose
additional risk due to lack of diversification and sector concentration. There are special risks associated with an investment in commaodities including market price fluctuations, regulatory changes,
interest rate changes, credit risk, economic changes and the impact of adverse political or financial factors.

The credit quality ratings represent those of Fitch Ratings, Inc. (Fitch), Moody’s Investors Service, Inc. (Moody's) and Standard & Poor’s Corporation (S&P). The ratings represent their opinions as to
the quality of the securities they rate. Ratings are relative and subjective and are not absolute standards of quality. The security’s credit quality does not eliminate risk. For information regarding the
methodology used to calculate the ratings, please visit Moody's at moodys.com, Fitch at fitchratings.com, or S&P at standardandpoors.com.

Alternative Investments are speculative and involve a high degree of risk.

Alternative investments are intended for qualified investors only. Alternative Investments such as derivatives, hedge funds, private equity funds, and funds of funds can result in higher return
potential but also higher loss potential. Changes in economic conditions or other circumstances may adversely affect your investments. Before you invest in alternative investments, you should
consider your overall financial situation, how much money you have to invest, your need for liquidity and your tolerance for risk.

Nonfinancial assets, such as closely-held businesses, real estate, fine art, oil, gas and mineral properties, and timber, farm and ranch land, are complex in nature and involve risks including total loss
of value. Special risk considerations include natural events (for example, earthquakes or fires), complex tax considerations, and lack of liquidity. Nonfinancial assets are not in the best interest of all
investors. Always consult with your independent attorney, tax advisor, investment manager, and insurance agent for final recommendations and before changing or implementing any financial, tax,
or estate planning strategy.
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