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India: Prognosis 2014

Worst over, no sign of recovery
Growth: 4.6% FY14, 5.5% FY15
Inflation: 6-6.5% levels on energy price hikes, INR
RBI rates: 8.75% MSF rate by Dec; 7.75% repo rate Mar
10y: 8% on RBI OMO; 8.5% now
Lending rates: On hold till March 2014
Fiscal deficit: 5.2% of GDP FY14 (30bp risk due to INR)
Current account deficit peaking off: 4% of GDP FY14
INR: INR expectations at Rs60-65/$ for now

Swing factors

Fed tapering
Downgrades: Unlikely till 2014 elections
Oil: US$10/bbl swings US$8bn on trade deficit

Source: BofA Merrill Lynch Global Research
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US closure
2 weeks, Jan tapering: RBI to raise addl FX
Early resolution: No impact

Debt default: 80bp risk to FY14 4.6%
growth

Why US recovery +ve?

Greater risk appetite, Fll equity inflows
(INR does well when US does well)

Fed tightening to stabilize oil prices

RBI has greater capacity to cut
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Variable FY12 FY13 FY14E FY15E
Real GDP
6.2 5.0 4.6 55
Agriculture
36 1.9 4.0 2.8
Indust
v 2.7 2.1 14 33
Services
79 6.6 55 6.7
M3
13.0 13.6 15.0 17.0
Commercial credit
17.0 14.1 15.0 18.0
WPI inflation (eop)
7.7 6.0 6.2 6.5
Fiscal deficit (% of GDP)
8.4 -7.3 -1.3 7.1
Current account balance (% of GDP)
-4.2 -4.8 -3.2 -3.6
Forex reserves (US$bn)
294.4 292.6 305.6 326.6
RBI's LAF reverse repo rate
7.50 6.50 6.75 6.00
RBI's LAF repo rate
8.50 7.50 7.75 7.00
Cash reserve ratio (% of bank book)
475 4.00 4,00 3.50
10-year Gol yields
8.25 8.00 8.0 7.50
PLR
14.25 13.50 13.25 12.75
US$/INR
50.9 54.3 68.0

Source: BofA Merrill Lynch Global Research
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India: Macro > Merrill Lynch

US$ bn ==[inal Consumption expenditure Urbanization at a steady pace
40%
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400 /—/ 15%
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Household Debt (% of GDP)
56000 Britain
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Source: BofA Merrill Lynch Global Research
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Growth bottoming out... slowly
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Growth bottoming out

FY03
Real GOF il

Global growth 25
Infiaion 34
Lending raie 1225
Grozs facal defor 03
Curren: accoun: balance 112
USDVINR 475

Item (%) Weight
Agriculture and allied activities 16.8
Industry 203

Mining and quarrying

Manufaciuring

Eleciricity, gas and waier supply

Services 52.8
Construcion

Trade, hoiele, transpor, sicrage and

communicason

Financing, insurance, real esiaie and business

Tervices

Community, social and personal services

Real GDP at Factor Cost 100

Source: BofA Merrill Lynch Global Research
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FY12 FY13
3.6 1.9
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2.7 1.0
6.5 4.2
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India still 2nd fastest growing BRIC

% yoy
12.0
S
4.0
00 I I I I I I I I I

Jun-10 Oct10 Feb-11 Jun-11 Oct-11 Feb-12 Jun-12 Oct-12 Feb-13 Jun-13

Brazil Russia India

China

.Stagflation comparable with BRIC levels

Growth

Fre-criziz  Criziz Currem
BRICs
Braz .1 0.3 Z
Fuzzia 8.1 -T.5 25
India 9.3 6.7 46
China 14.2 9.2 7.6
TiMs
Turkey 47 -7 3.2
Indonesia 6.3 46 b2
Mexico 3.3 -3 1.5

Source: BofA Merrill Lynch Global Research
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Fre-crisiz

Inflation

Criziz Currem
4% 8.2
1.7 6.4
33 8.2
33 25
6.3 7.5
44 7.2
51 38



CPl inflation: Peak off at high levels m’:fi‘,’ff;:g{f"“%

CPl inflation: 7.6% in March 2014... .because of higher food weight than WPI
Weight | Impactofa | FY12 FY13 Current FYME
% YoY 5% change Aug't3)
12.0 Wajor group / Item (bp}

11.0 Consumer Price Index (CPI) 100 94 104 95 84
10.0 — Food, Beverages & Tobacco 50 250 83 123 1.0 91
9.0 Cereals & Producss 15 0 25 1756 141 100

8.0 / TN Milk & Milk Produc 2 150 17 79 20
: /

- Vegeiables 5 30 9.5 122 6.5 "o
7.0 Fuel & Light 9 50 118 83 76 95
6.0 Clothing, Bedding & Footwear 5 k11 124 106 90 5.0
’ ‘ ‘ ‘ ‘ ‘ ‘ Housing 10 50 144 105 105 100
Jan-12 May-12 Sep-12 Jan-13 May-13 Sep-13 Jan-14 :“;9”3”90“5 % 113” 86 14 ?-1 6.1
ledical Care 30 6.2 5.0
Transport & Communicaton 8 4 8.2 81 8.0 10.0
= CPIl yoy CPI forecast y oy
CPI supplements WPI in RBI policy RBI to roll back MSF rate
Cument FY132 average | FYO7-12 average
Headline WPl E: 74 ¥ %
Core VP 4.3 5.6 4.6 1z

CPI - et 10.4 102 12 P —— ) —
CPIl -core 2.9 9.2 dj—-_;:_:.f"'/' —
6’ ~—

CPI -urban 10.4 10.4 4

Pl - rural 102 101 9 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
CPI -l 121 100 R

CPI-UNME a7 Apr-  Sep- Feb- Ju- Dec- May- Oct Mar- Aug- Jan-
CPIl-FL 126 102 89 0 10 11 11 1 12 12 13 13 14
CFI-AL 12.% 10.0 100

=—Repo rate =™ CRR =———MSF rate

Source: BofA Merrill Lynch Global Research
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Recent measures to raise FX by WS$22bn Merrill Lynch

Measures

Curbs on gold import
Ol imports from Iran

Lower outward remittances by residents
Lower outward direct investment
(Quasi-sovereign bond - IFCL, PFC, IRFC
ECB by oll companies

NRE/FCNRE deposits inflow after rate
hike

ECB liberalization

Oillco swaps

Total inflow

Source: BofA Merrill Lynch Global Research

Inflows Qutflows
(USD bn) Measures (USD bn)
Lower remitiances on NRI deposit rate
20 hike [
. Lower Fll inflows on RBI tightening 17
Lower short term credit by oil
05 companies 3
2 RBI's FX sales 12
4 RBI's FX forward maturity 10
4
29
10
16 Qilco swaps 16
875  Total outflow 6.5



US recovery positive for India
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A rising tide lifts all boats

Fed easing inflationary

% y oy % %
60.0 6.0
10.0 40.0 A\ 5.0
/\/V\ 20.0 - 4.0
5.0 A\/ 0.0 \ \ My 3.0
-20.0 | VAl g
~ J

0.0 -40.0 1.0
. T T T T T T T T V T T T T 1 _600 - o OO

5.0 Jan- Apr- Jul- Oct Jan- Apr- Jul- Oct Jan-

' 03 04 05 06 08 09 10 11 13

2000 2003 2006 2009 2012
US growth India GDP

=——— CRB Index (LHS) Fed rate (RHS)

.and when the Fed tightens

60UOSD'NR % o USDINR %

' 60.0 7.0
50.0 Pl 'A\"k\ : 500 '\ A “ A /\,/ I ?18
45.0 1/ ‘-\_v/\'b_l-.l \ ﬂ\ A "w 5 15,0 //_Y\-\YA J/‘"w’\ \\ rl\'\.‘\',\'_’wl L 30
;22 - ‘31 40.0 \"_"v-u._r 4 \‘-'yl‘\ i %8

' | | | | | | 3.0 L B e e IS AT aan u el N1

Apr-00 Aug-01 Dec-02 Apr-04 Aug-05 Dec-06 Apr-08 Aug-09 Dec-10 Apr-12
Apr- Apr- Apr- Apr- Apr-  Apr- Apr- Apr- Apr- Apr- Apr- Apr- Apr-
=~ USDINR (LHS) Repo rate (RHS) 0 0 0 03 04 05 06 07 08 09 10 11 12

——USDINR (LHS) =——Fed rate (RHS)
Source: RBI, BofA Merrill Lynch Global Research estimates.

Source: RBI, BofA Merrill Lynch Global Research estimates.
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India Banks: Investment Overview e

Asset quality to remain a key challenge
Particulars Yt P2 FYIE FYME  FVI5E

e Gross NPL's at 6% in FY15 vs. 3.4% now Loan growith 08%  175%  167%  13.8% 14.2%

_ Deposits grouth 158%  174%  135%  135%  135%

» Stressed stock at 12.7%; up 70% in 2 years NIMs % 3% 0% 29% 289

. . Cl Ratio* M1% 4% % 48%  453%

Rate cycle likely peaking Gross NPLs 2% 2% % 45% 5%
Loan growth to moderate to ~14% in FY14 gﬁ;gﬂii ;g;: ;E;E ;;;E ;g;’j ;g;z
« Mortgage Showing traction; Restructured Loans 3.3% 47% 6.1% 6.3% 6.0%

Tier 1* 97%  02%  101%  95% 8.9%

* Retail loans to grow by 16-17% .

o Corporate loan growth <10% on delayed

Growth yoy Mar-11 Mar-12 Mar-13 YTD Mar-14

Agri 18% 15% 9% 12% 12.8%

recovery Retail (incl HFC)s 24% 12.6% 13.2% 18.6% 15.6%
Total Mortgage (incl. HFC) 19% 15% 17 %% 20% 19.4%%

Auto 14%% 22% 25% 23% 12.0%

ReglJ|atory Cha’”enges to fore Transport Operators (CW) 42% 5% 4% 4% 4.0%
Other Retail 22% 11% 8% 18% 16.4%

* PSL norms; Dynamic provisioning, Restructuring Corporate Credit 20% 20% 20% T
Infra 38% 20% 16% 20% 13.0%

N N b k I Iron & Steel 32% 22% 20% 21% 14.0%
ew ban Ing Icenses Other industries 14% 19% 13% 15% 12.0%

. . MNBFCs 62% 249% 13% 18% 13.0%

» Basel 3: Capital cliff for govt. banks from FY16-18 CmRE 6% 16% 12% 7% 12.0%
Other Services 11% 20% 31% 18% 15.0%

Total 20.8% 17.5% 16.7% 17.3% 13.8%

Govt. banks most impacted

Source: BofA Merrill Lynch Global Research Estimates., * For covered banks only

Earnings Sensitivity to Loan growth, Yield, Rates: Govt. banks more impacted

Earnings Sensitivity Analysis SBI PNB  BOB BOl  Canara UBl  0BC  Corp  IDBI ICICI  HDFC BK Axis FedBK  Kotak  Yes Indusind
Loan growth Sensitity (100bps) A% 24%  23% 0% 30% 3% 3T% 0% 3% Q% A% A1 AR A% A% ATh
Yield Sensitiity (10bps) A% 2% 6% 03%  30% 0% 0% 268%  02% Q1% 02% 2% 6% 04%  00% 3%

Lending / Deposits rate sensitivty (30bps) A02% 7% 65%  80% 1% 92%  45% 9% 86%  A2% 8% 3% 0% 2% 8% ATh

Source: BofA Merrill Lynch Global Research Estimates
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Favorable Demographics e

* Increase in average life expectancy would fuel need for pension and health products

* Emergence of nuclear families has resulted in reduction in average household size and
would increase need for protection products

e Sufficient headroom exists to sell insurance as penetration remains lower than advanced

economies
Life Expectancy Penetration (Insurance premium /. GDP)
Life Expect mPenetration
20 e mlife Expectancy (Years) 744~ 4200 e e
FO0 f = mmmm e
000 - o
680 |-
B6.0 - I
Eq'u_ """"""""" 'Ezi?""aa"q-"" EDD_ ________________________ e I e ———
6204 617 mm N
60.3 400 f-—
60.0 1-
M EEERE ol o I
56.0 4 T T T T 0.00 'J T T T T T T T
1991-95 1995-98 1999-02 2002-06 2006-10 2011-15 2016-20 2021-25 China India  US  France South UK  Japan  South
Korea Africa

Source: BofA Merrill Lynch Global Research estimates. . .
Source: BofA Merrill Lynch Global Research estimates.
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Favorable Demographics (Conty ettt

Increase in the working age population would ensure demand for long term savings and
protection plans offered by life insurance

Total pop. (Mn) 1,029 @ 1,184 w 1,364

2001 2011 2020

0-9

10-19

20-29

30-39

56%
40-49

20-59

60-G9

T0-79

80+

0 10 20 30 0 10 20 30 0 10 20 30

Share of working-age population I:I

_— _—
in total population Working-age population

xx%

Source: BofA Merrill Lynch Global Research estimates.
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Break up of;Household'savings Share of Insurance in Household savings

nCumrency & Deposits ® Inswrance funds 0 AOOB o — — m — e

Insurance share and Savings rate

mSharses tel'lll.l[E» MF m Provadent pension fund s claims on Govt
B e T T
goes 4 - . _— _— _— _— _— _— . - -_-- 250% 4 --------—mmmmmmmmem el - e e m—m e e
s -0 -1 - - - BBl
o . B B B B B B BB BB B F0.0% - - -
602 - --1 -2 -- -
150% - Jt-—-----gu----—--- --N--B-B-B-B-B-
40% 1 T o o o o o o o o N B 10.0% 4 . . . . BN TN EEE e . . -
2+ B B B B B B B BE B B B so L IB-- - B-B- B B B.- B B B B B
0% 0.0%
FY¥02 FY03 FY0o4 FY0S FY06 FYO7 FY08 FY09 FY10 FY11 FY12 FY13 FY02 FY03 FYO04 FY05 FYO06 FYO7 FYO02 FYO09 FY10 FY11 FY12 FY13

Savings ratelin India Savings rate comparison

a: Gross Domestic Savings | 1
40,07
. 35.0 50 -
By
a 30,04
r-.a 250 T 40 4 -
+ 20.01
g 15.09 30 +--
B 10.01
& &.0.
A 20 4 -
0,01 T
Ty w I~ %0 & =] - o~
3 S 2 2 9 S T
<+ ) @ [ ) @ =] - 0 4~
= =] =1 [=] = =] = —
o =] =] =] o =] o o
™ ™ = =~ o~ =~ =~ =~ 0
B Household Sector W Private Corporate Sector China South Korea India Japan Mexico France
Public Sector — Gross Domestic Saving

Source: BofA Merrill Lynch Global Research estimates.
Source: BofA Merrill Lynch Global Research estimates.
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Underinsured not underpenetrateds@® Merrill Lynch

* Life insurance penetration (Premium / GDP) at 4.4% of the GDP
e Ratio of prevalence (measure of underinsurance: sum assured/GDP) stands at 44%

* Higher sum assured to help increase profitability

Countries Hatio of Prevalence Penetration
Japan 330595 S _0%s
Hong HKong 240%s 10_1%%
Taiwwan FI16%5 15 494G
Singapore 220%% A4 690
India L I B o R I B
18%0
16% H Taiw an
14%
o, <Airith A fri
é 12% B South Africa Hong Kong United Kingdom
< 10%0 . =
S 8% - m Japan
o 6% : South Korea
4% g2 B Singapore
o H Malaysia ® United States
2% China
0%
o] 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000

Per Capita Premium

Source: BofA Merrill Lynch Global Research estimates.
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Industry: New Business premiumgtfénds Mo Lynch

* Insurance industry was opened to private sector in 2000 and was able to garner 39%
market share in new business premium by FY09

* Between FY09 and FY13, private sector slowed down with de-growth of 3%, while LIC
continued to grow at 9% CAGR resulting in a slide in the private sector’s mar

ULIP
Regulations in

1000 - Sept 10
39%
900 - 864 L
< . 815 40%
. 800 - o 762
£ 700 - v
E - 30% w®
=
3 600 - A
£ - 25% %
E 500 - -
- 20%
£ 400 g
£ - 15% ®m
3 300 - 2z
© ' a
5 200 - - 10%
97 :
= (
100 - - 5og
B
0 - . - 0%

FYol FY02 FY03 FY04 FYO5 FYoe FYo? FYos FY09 FY10 FY11 FY12 FY13

EENLIC WPrivate Players  =®=private Market Share

MNote: New Business Premium numbers are based on first year premium including single premium

Source: BofA Merrill Lynch Global Research estimates.
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Insurance: Growth & Outlook

Growth at 12-15% CAGR for FY13-18

* Post 3% growth in FY13, industry to grow still
modest at 5-7% in FY14 on new regulatory regime

e But for long term, we est. a CAGR of 12-15% over
the next five years.

* Growth to accelerate as insurers’ extract benefits
from new strategies / products

Underlying potential remain strong on

* Favorable demographics

* Expanding of distribution network to tier 2 and
tier 3 cities by new players

* Higher penetration / density

Margins to stabilize

* Expect margins to take a hit on new regulations
but still at 13-16% levels.

* Lower persistency and higher expense
assumptions could provide upside to margins

16 |

Merrill Lynch
Rs bn FY10 FY11  FY12E  FY13E
Sector Total Premium 2,652 2,916 2,81 2,956
-FYP 607 640 622 520
- Renewal Premium 16863 1652 173 1,866
- Single Premium 492 625 BT h51
APE- New Business B56 702 674 574
yoy growth in new business - APE 22% 7% 4% -15%
Total Premia (U55bn) 48.2 53.0 52.2 53.8
Sector FY10 FY11  FY12E  FY13E
Total Premium 20% 10% -2% 3.0%
- FYP 22% 5% -3% -17%
- Renewal Premium 16% 6% 5% 9%
- Single Premium 29% 27% -17% 6%
APE- New Business 22% T% 4% -16%

Industry growth (Estimate)

Growth in Life insurance premium
e

1 —
15%

10% +-Jl----gag -----------------------

5% +- - -----------------

0% -

Ry
FY10  FY11  FY12  FY13 FY14E FY15E FY16E FY1TE FY18E

Source: BofA Merrill Lynch Global Research estimates.



Industry: Market Share (Cumulative APE* basisY

.
1HFY14 _ "

IC1C] Prudential

Others 16%

22%

Kotak Mahi SBl Life

O1d Mut 13%
4%
Birla Sunli
7o
eliance Life
Bajaj Allianz 11%
8%

Max LIFE HDFC Standard
805 11%

Source: IRDA.
* APE is sum of Non Single premium plus 10% of Single Premium
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Industry: Product and Channel_Mix ety “

e Share of Traditional (Conventional) product up till FY12 but declined thereafter in FY13

* Bancassurance increasingly gaining market share. Likely to increase further as banking
system still not penetrated as far as insurance sale is concerned.

e Top private life insurers (ICICI, HDFC, SBI) have banking partners within their group entity

Product Mix: Private players Channel Mix: Private players

sULP = Tradiional m|ndividual Agents mBancassurance m0thers
100 - 100% 1---
a0 4 90% +---
80 L-- 80% +---
20 |- T0% +---
ol 60% +---
50% +---
50 +--
40% +---
40 +--
30% 1 NG
Wy 20% 4 ---
207 10% +---
107 0%
0 - FY09

Source: BofA Merrill Lynch Global Research estimates.
Source: BofA Merrill Lynch Global Research estimates.
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Distribution channels, persistencygkey B Amarica

Distribution channels, cost efficiency, persistency key

e Bancassurance provide access to existing customer base, reduces fixed cost and is cost- efficient
e Bancassurance emerging as the biggest distribution channel

e Agency: most efficient channel but also most expensive, mostly protection product and regular

premium product

Channel Mix Bancassurance in Single premium

mndividual Agents mBancassurance mOthers
100% T - EEEEE SN
60%

90% 4 ---------- S - ------ - - - - - - -

goos 1 - BN B o 0% B HDFC

AN B B S

60% - - --- S - - - - -- . - - - 5 B SBI

50% - - - B @ 30% m ¥ Private

40% - - - - 8 20% —4.—M€9(—|G|e|—|3ru—

© .

- v 0 B Birla s

20% +-—-J- - S P - s 0% B Bajg)

0% +---- - - ---- - - - - - - -- S - - - - - - - 0% T T B-Reliance 1 1 n \l I 1

S E— — W 1% 0% 0% 4%  S0% 6% 70%

Single premium

Source: BofA Merrill Lynch Global Research estimates.

Source: BofA Merrill Lynch Global Research estimates.
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Product guidelines g | Merrill Lynch
Traditional Products New quidelines Impact |
Commissions Commizsion on all palicies 1 defined as per the premium paying term Meed to sell longer tenure products

Folicy attains minimum quaranteed surrendervalue (G3Y) after payment of 2 years (policy <10years Positive for persistency but negative for

surrender value premiurm paying term) and 3years (policy »= 10years premium paying term) against eadier lack-n of 3years demand in short term
Minimum term of policy ~ This is specified as b years; earlier there was na such stipulation Meed to sell longer tenure products
Premium paying term Minimurm premium paying term of five years; earlier there was no such stipulation Meed to sell longer tenure products

Traditional products without minimum death
Minimum death benefit Explicitly mentions minimurm death benefits for traditional products; there was na clearly defined rule earlier  benefit clause impacted

Index-linked Index-linked nonparticipating products
nonparticipating products  Index-linked non-participating products are brought at parwith ULIPs interms of cost structure Impactad
ULIPs New guidelines Impact |

Prescribed Reduction in Yield (RIY) has to be compliedfor all gross investment retums 1o the customer fram
Reduction in yield (RIY)  5th policy yvear anwards and addition to the unittunds (wherever applicahle] is to be done thraugh non
requirement in ULIPs negafive claw back addiions Increased operational complexty

Cap on guarantee charge Guarantee charge capped at 50 bps

Highest Net Asset Value - Froducts with highest NAY guaranteed shall not be allowed and any quaranteed benefit under & linked
NAY quaranteed products product shall be at product level
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Insurance : Regional Overview E,f;';iﬁff;:g;wa =

* |nsurance premium growth tends to take off when GDP per capita hits USS1,000 per annum
insurance premium growth begins to take off.

* However, when GDP per capital hits US510,000 per annum, insurance premium growth
would start to slow

Per Capita GDP.

India Philippines  Thailand China Malaysia  Tawan South Korea Hong Kong Singapore Japan Australia

1,342 2123 5,394 5414 g.410 20101 20,765 31575 43665 45920 65477
Asia: Insurance Penetration vs. Density. Asia: Insurance Penetration vs. GDP per capita
160 - 180
Tﬂll'.l'ﬂ'l Tm
140 * 140 *
120
. — %12;:- ong Kang
=100 * S100 *
7 50 * Japan = * Jgpan
m & South Korea o Ee & SoulKorea
E &0 E &0
B . india . tﬁhgawe 2 . ndia s o GaRe
20 -_th"—.'{ﬁa 20— Pelppmes g ang
00 ¢ noones? : 00 ¢ * idonesa
10 100 1,000 10,000 1,000 10,000 100,000
Premiums per capia (USD) GDP per capita (USD)

Source: BofA Merrill Lynch Global Research estimates. Source: BofA Merrill Lynch Global Research estimates.

21 |



o

Trends in Asia g e

Developed markets: Taiwan, Korea, Hong Kong, Singapore
* Insurers would still want to focus on protection products
e But, growth will remain low
e Volatile growth in investment related products
e Scale does matter, and M&A is the way to grow
* Margins likely to trend lower
* Economies of scale
e Shifting into investment related and bancassurance

Developing markets: China, India, ASEAN countries
e Growth is relatively high
e Operations not reach economies of scale —expense overrun —margins to improve
* Greenfield projects —better growth
* High regulated, locals tend to have better advantage

* Margins unlikely to reach levels of developed markets, as expanding into bancasurance
already
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Regional Overview: China Merrill Lynch

We are overweight on China insurers on

 Growth may pick up on low base effect: The peak of maturities and surrenders seems
behind us, reducing pressure on insurers to achieve top-line growth.

 The gap between returns of insurance and Wealth Management products is narrowing,
so sale of life products should be less difficult than before

e Operating environment should improve as there are less regulatory headwinds

e Attractive valuation as the sector is now trading at 0.9x-1.3x P/EV (Price/Group EV) and
(3.5x-7.4x NBM (new business multiple), implying the market has minimal expectations

Longer. tenure productsiwould lead/better margins New business margins picked up on better product focus

(%) m 1 0-yr or longer FYRP mbelow 10-yr FYRP mSingle %) m L3 mo4IE
1000 ~ 600 -
B'Dﬂ n SI}_U 4
an.0 p—
E’Dﬂ 9 A 1 32-%1-5
400 - 300 1
4 17. '31? K]
200 4 200
10.0 4
00 -
0.0 1 T
o . o China Lie Ping An CPIC Chlna Talplng Mew China Life
China Life Taiping Life Mew China Life

Source: BofA Merrill Lynch Global Research estimates.
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Regional Overview: China E:::‘:.‘.’i‘f;::;"’“ w
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e Insurers — earnings are not relevant
* Revenue and earnings mismatch; Claims operate in cycles
* Long term business, So current earnings is not reflective of the underlying real value

e Equity market movement has small impact on insurers
* While equity and bonds are marked to market, impact on EV is not as big as market
perceives
* Impact on EV is minimal (10 change leads to 2% change in EV) and no change in VNB

* Insurers are interest rate hike proxies
* Premium growth is important in determining the growth of company
e Valuing Insurers

e Traditional methods don’t work

 What drives insurance valuations
e Comparisons difficult across markets
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Insurers — earnings are not relevant

Highly volatile and fluctuate owing to equity market

Revenue and earnings mismatch;

Claims operate in cycles

Earnings can be massaged by reserves fluctuation

New company usually make losses in the first few years —fiscal year profit not indicative
Long term business, So current earnings is not reflective of the underlying real value

Earnings gain relevance as Insurers mature

* Less meaningful for developing insurers, as a lot of the expenses are still front end loaded, and
operations have not reached economies of scale

* For developed insurers, ability to generate earnings is important

e QOperating profit —Underwriting profit + recurrent return —could be a proper benchmark

e Profit is more important for mature insurers —as new business strain is no longer an issue

So...Earnings should not matter... But...

When earnings disappoint and when insurers misses earnings, market will still react negatively
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Equity market movement should have small impact on insurers
But

e Insurers is an indirect way to play with the equity market

* Insurers have very low ROA, therefore any movement in investment returncan lead to huge
movements in earnings and book value

* Investors are willing to pay for a higher new business multiplier in a bull market and lower new
business multiplier in a bear market

* InIndia, at the early stage when ULIP dominated, equity markets impact was more than
required for a traditional insurer

Life insurers FV are benchmarked on

e Fair Value = Embedded Value + Value of New Biz * New Biz Multiplier
e For example: bear market — 10x NBM for China, bull market 40x?

* bear market — negative NBM for Taiwan, bull market 10+x?
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Premium growth is important in determining the growth of company
But

e Quality matters more than quantity

* Low premium growth may not mean low value of new business growth

e High premium growth may not mean high value of new business growth
* |In developed markets, investors are willing to pay for growth...any type of growth
* Monthly premium figures —trend setting but can be misleading

Asia Insurance : Premium growth for 2010 & 2011

m 0O w20

I alaysia

Phippines

Source: BofA Merrill Lynch Global Research estimates.
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Interest rate hike proxies?

Insurers are the one of the best interest rate hike proxies in the market

* More positive for insurers with negative spread problems
e Taiwan
* Korea
* Japan

e |LONG TERM THEME
e Reinvestment
* New money

 Immediate impact on P&L and EV is minimal
e Insurers are late cycle interest rate hike plays

e Less meaningful for insurers focusing on investment related products
 Watch out for MTM losses on bonds on EV and book value
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Profit & Loss A/c

* Premium growth, persistency rates

e Claims + reserves as % of net premium (to see if insurers are using reserves to massage its
earnings)

e Expense as % of net premium

e Deferred Acquisition Cost (DAC) as % of net premium

* Investment return : recurrent investment return and total investment return

e QOperating profit growth and Return on operating profit for developed insurers

Balance Sheet

* |Investment portfolio growth

* |Investment mix changes

e Return on equity

* Shareholder’s equity / net premium
* Total reserves / net premium

e Watch out:
e Are reserves being MTM on liability side?
 What happens if account standard changes?
Negative spread can still happen when guaranteed rates are higher than market rates
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Embedded value / appraisal value concept
* Current book + MTM gains + discounted profit from existing business + growth prospect
e P/EV

e ROEV derived embedded value
e Gordon Growth Model

* Mature insurers
* PER
e BV
* Long term and stability is more important than current year earnings
* Insurers typically use different subsidiaries to run their life and non-life business

e Consistency is the key —fluctuations in investment return or investment style is NOT healthy

* Flow with the market trend and not against —insurance is a commoditized business, and
therefore, any swing from the norm is not deemed as healthy
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e We use approximation to appraisal value (AV) for valuing life insurers.
e Appraisal value is embedded value (EV) plus NBAP.

* Globally, insurance companies are valued on a multiple to their EV; the multiple factoring in
two key factors
e Growth trajectory (the expected profits on new business):
* Market estimates of the insurer’s variance over normal actual assumptions on
* Underwriting ability,
* Investment management capability
e Ability to control costs.

* Hence, for a similar EV a company that is expected to generate higher investment returns or
have a better mortality experience would trade at a higher multiple than the other one.

* The Indian experience so far, we think, is not able to capture the full impact of these variables
as all the private insurers are in the early stages of life.

* Although the majority of private insurers have been in existence for 10 years, EV is likely to be
minimal owing to the very small value of in-force business as they went through a rough patch
due to the new regulations.
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A dominant portion of the total actuarial value for a private life insurance company in India
would come from the “new Business component” or the AV,

* Hence, the valuation of these companies would largely be a function of their AV and they
could potentially trade at close to or even at a premium to their AV depending upon the
ability to achieve the projected growth rates and the underlying actuarial values.

e Embedded value is EV is adjusted net worth plus the value of in-force book. We believe this
methodology is prudent enough as the discount rate takes into consideration the economic
as well as actuarial assumptions. However,

e Currently, not all companies disclose EV.
e Also, there is no standardization of EV disclosures.

e Estimating the NBAP margin for different regular premium products becomes impossible due
to the lack of disclosure, so we use an overall NBAP margin based on
e Distribution model
* % Mix of traditional / ULIP
e Persistency trends
e Expected savings on mortality,
e @Gains due to of economies of scale
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Quality of EV matters

 EVis full of assumptions, therefore change in assumptions can have a huge impact on EV
e |tisimportant to see what drives the embedded value growth

e QOperational embedded value : Unwinding of existing business + new business value

Key variables

* Discount rate

* Investment return assumption

e FYP growth assumption

* New business margins assumption

Market does not trust embedded value when
e Liabilities are not marked to market

* Assumptions are way too aggressive

e Visibility is low

P/EV not very comparable across markets

 P/EV hard to compare on regional basis —as insurers have different EV characteristics
* Developed markets P/EV : 0.8-1.6x (not focus on new business multiplier)

e Developing market P/EV : wild card!!

34 |



o

Bankof America %7

Embedded value g _ Merrill Lynch

Mature company:

e Larger adjusted net worth

e Bigger back book (more in force policies, accumulated more wealth historically)

e Value of in force should be sizable, but can be affected by negative spread (resulting into a
negative value of in force)

e Embedded value growth will be generated more by Asset accumulation

* Unwinding of existing business thru discount rate

* VNB as % of EV would be small

Exception : 1) low capital 2) book has been written down

Young company

e Value of new business as % of EV and VIF is huge

* Book value dragged by Initial losses from underwriting business

e Shorter period of asset accumulation

e Embedded value growth will be generated primarily by VNB growth
* RoEV tends to be higher for these insurers

e Insurers tend to trade at higher multiple to EV and VNB
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In accordance with the SEBI (Foreign Institutional Investors) Regulations and with guidelines issued by the Securities and Exchange Board of India (SEBI), foreign
investors (individuals as well as institutional) that wish to transact the common stock of Indian companies must have applied to, and have been approved by SEBI
and the Reserve Bank of India (RBI). Each investor who transacts common stock of Indian companies will be required to certify approval as a foreign institutional
investor or as a sub-account of a foreign institutional investor by SEBI and RBI. Certain other entities are also entitled to transact common stock of Indian companies
under the Indian laws relating to investment by foreigners. BofA Merrill Lynch reserves the right to refuse copy of research on common stock of Indian companies to
a person not resident in India. American Depositary Receipts (ADR) representing such common stock are not subject to these Indian law restrictions and may be
transacted by investors in accordance with the applicable laws of the relevant jurisdiction. Global Depository Receipts (GDR) and the Global Depository Shares of
Indian companies, Indian limited liability corporations, have not been registered under the U.S. Securities Act of 1933, as amended, and may only be transacted by
persons in the United States who are Qualified Institutional Buyers (QIBs) within the meaning of Rule 144A under the Securities Act. Accordingly, no copy of any
research report on Indian companies' GDRs will be made available to persons who are not QIBs.

DSP Merrill Lynch Limited

SEBI Regn no. : BSE - INB/INF 011348134 NSE — INB/INF 231348138
Address — Mafatlal Centre, 8th Floor, Nariman Point, Mumbai, India. 400021
Tel : +91 22 6632 8000
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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 > 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.
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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.
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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): OOO Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey 1.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 Conduct Authority and the Prudential Regulation Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL),
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 in the rules of the Financial Conduct Authority and the Prudential Regulation Authority) by Merrill Lynch
International Bank Limited, London Branch, which is authorised by the Central Bank of 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 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 Mdltiplo 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.
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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.

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

41 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.
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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.

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.



Bankof America %%

Other Important Disclosures g g Merrill Lynch

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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