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 A moderate short term positive at best 

As Dickens’s novel of the same title implies, great expectations are often difficult to 
fulfill. We suspect that the One Belt & One Road program (“OBOR”) could be one of 
those for the market. Although it may help to hold up growth somewhat over the 
next few years, the program’s impact should be fairly moderate, while potentially 
hurting China’s efforts to rebalance in the long run. By our assessment, the biggest 
beneficiary of OBOR is defense; and the program may also initially benefit on the 
margin construction, rail, power & telecom equipment, large banks, and transport. 
Separately, some SOEs may be encouraged to merge while resources and utilities 
at destination countries may benefit from rising M&A activities by Chinese firms. 

Not a solution to China’s long term growth problem 
China’s growth is unsustainable because of insufficient domestic consumption. 
OBOR tries to export China’s savings and import foreign demand, so it represents a 
continuation of China’s old growth model (which had brought China to its current 
predicament in the first place). Moreover, we suspect that many local governments 
may leverage off OBOR for a new round of infrastructure spending (if the central 
government turns lenient on their debt). This, while helpful in holding up short term 
investment, will delay the long overdue rebalancing toward consumption in China.  

Size of the program, relatively moderate 
We believe that the most important benefit of OBOR is political, i.e. closer ties with 
many countries important to China’s long term security. Economic impact should be 
moderate – 1% of China’s FAI is equivalent to Rmb0.5tr spending a year, exceeding 
the most optimistic estimate of OBOR infrastructure spending in the foreseeable 
future. It’s easy to see how OBOR can benefit China. However, potential resistance 
from recipient countries can be strong due to various political and economic 
reasons. Besides, funding based on known sources can be a bottleneck. 

Sector implications 
OBOR will essentially switch a portion of China’s FX reserves from US treasuries 
into emerging market direct investment and debt. This brings heightened default 
risk. As a result, we believe that the Chinese government needs to have the ability 
to project power in far off places to secure its overseas interests, hence benefiting 
the defense sector. The major construction companies may also benefit moderately 
from overseas contracts although receivable risk for them can be significant 
depending on how the projects are financed. Other marginal beneficiaries may 
include building materials, power and telecom equipment makers, port operators, 
shipping companies and major banks. At this stage, due to limited information, it’s 
difficult to quantify the financial impact. Nevertheless, unless domestic FAI driven by 
OBOR is significant, we doubt OBOR can become a key market driver. 
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An introduction to OBOR 
China has pursued close integration with neighboring countries for decades, For 
example, the Eurasian Land Bridge, a 4,131km long rail/road transport route 
connecting 14 provinces in China ultimately with Rotterdam, was officially opened 
in 1990 (with first container shipment occurred in 1992). 

The OBOR program represents a major expansion of the government’s initiative 
on this front. President Xi first raised the concept of one belt in September 2013. 
Subsequently, he has highlighted the OBOR initiative at least five times at high-
profile international events based on our count. 

One Road, or the so-called ground silk road, aims to link China’s inland provinces 
with central Asia and Europe; while One Belt, or the so-called marine silk road, 
starts from China’s coastal region and goes all the way to Europe via Southeast 
Asia and Africa. According to various speeches by President Xi and Foreign 
Affairs Minister WANG Yi, One Road has three routes: 1) North China – Mongolia 
– Russia – Europe; 2) China – Middle Asia –Europe; 3) China – Middle Asia – 
West Asia/Middle East; and One Belt, China – ASEAN – Middle East –-Europe 
(Exhibit 1).  

Exhibit 1: Possible OBOR routes 

 
Source: Various news flow, BofA Merrill Lynch Global Research  
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So far, the Chinese government has not announced an official list of involved 
countries (“OBOR countries). A high-level editorial from People’s Daily mentioned 
36 countries (People’s Daily, 26 Feb 2014). Our analysis in this report is largely 
based on this list (Table 1). Mid-Asia, Russia, South Asia and Southeast Asia 
may see early actions, according to the editorial. 

Table 1: Possible OBOR countries 
Priority Region/country Member countries          
1 Mid Asia Kazakhstan Kirghizstan Tajikistan Turkmenistan Uzbekistan      
1 Russia            
1 South Asia Afghanistan Bangladesh India Maldives Nepal Pakistan      
1 Southeast Asia Brunei Cambodia Indonesia Lao Malaysia Myanmar Philippines Singapore Sri Lanka Thailand Vietnam 
2 Mid East & East Africa Egypt Iran Iraq Kuwait Oman Qatar Syria UAE    
3 Other European and African countries Benin Mongolia Nigeria Poland Ukraine       
Source: People’s Daily, 26 Feb 2014; BofA Merrill Lynch global research  

 

Obviously, economic benefits may extend to countries adjacent to the routes. 

Why China wants OBOR 
We believe that the benefits for China are manifold: 

First, it may enable China to forge close economic and political alliances with 
countries strategically important to China and expands China’s sphere of 
influence. For example, the pipeline through Myanmar affords China direct 
access to the Indian Ocean and reduces China’s over reliance on the Strait of 
Malacca for oil supply security. Another example is a close alliance with 
resources rich countries that may help to cement long term mutually benefiting 
trading relationship. 

Second, it helps China to export, especially in sectors with overcapacity, e.g. 
railway equipment, construction, and building materials. By the way, exporting 
capital, importing foreign demand and addressing overcapacity are really different 
aspects of the same issue – China’s excessive savings needs an outlet. 
Traditionally, the government was largely happy to passively buy US treasury 
bonds. Now, it seems that, the government wants to shift at least part of the 
savings to higher risk direct investment and/or lending to OBOR countries. In 
2014, overseas direct investment by Chinese companies had surpassed FDI for 
the first time and the trend will most likely carry on, in our opinion (Chart 1 & 2). 
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Chart 1: China FDI vs. ODI in value 

 
Source: CEIC, BofA Merrill Lynch Global Research  

 

 Chart 2: China FDI vs. ODI in YoY growth 

 
Source: CEIC, BofA Merrill Lynch Global Research  

 

 
Third, it may help Chinese economy to upgrade.  OBOR may open doors in 
destination countries for China to establish a foothold in important service 
sectors, including banking, power and telecom (Chart 3 & 4). In this regard, a 
wide spread usage of RMB globally can be a major initiate to expand the 
influence of China’s financial sector. With better connectivity, in the long term, 
China may be able to relocate some of the low end manufacturing capacities, 
especially those heavily polluting, elsewhere while focus on the more value added 
parts of the value chain. 

Chart 3: China FDI - Total 

 
Source: CEIC, BofA Merrill Lynch Global Research  

 

 Chart 4: China ODI - Total 

 
Source: CEIC,MOC,  BofA Merrill Lynch Global Research  

 

Fourth, it may help China to rebalance between coastal and some of the inland 
regions. So far, the main force behind regional rebalancing has been to relocate 
manufacturing capacity from coastal regions to inland areas because of the 
latters’ cheaper land, labor and environment-related costs. However, as exports 
are largely shipped seaborne, so logistic costs are substantial. OBOR can divert 
part of the export shipments from coastal region to inland. For example, about a 
third of Yiwu (in coastal Zhejiang)’s exports are to Arabian countries, which are 
geographically and culturally closer to western China. 
 

 (100)

 (50)

 -

 50

 100

 150

2006 2007 2008 2009 2010 2011 2012 2013 2014

FDI ODI Net

US$ bn 

-20%

0%

20%

40%

60%

80%

100%

120%

2007 2008 2009 2010 2011 2012 2013 2014

FDI growth ODI growth

YoY% 

 -
 20
 40
 60
 80

 100
 120
 140

Non-fnancial Financial

US$ bn 

 -
 20
 40
 60
 80

 100
 120
 140

Non-fnancial Financial

US$ bn 



 

 
 

   China  
 16 March  2015    

5 

By providing the investment or lending in RMB, OBOR may also help the 
government’s efforts to internationalize the currency, and perhaps even help to 
draw OBOR countries into an RMB block in the long term. 

Why other countries may not be as keen 
We believe that the key hurdles are at the destination countries’ side, for both 
political and economic reasons. 

Politically, not all countries want to come to rely on China too much. India and the 
Philippines are prime examples given the territory disputes. Also close US allies 
may be less keen to pursue too close a tie. Even countries traditionally perceived 
to be close to the Chinese government, e.g. Sri Lanka, may change their mind 
when domestic political dynamics changes. 

Economically, not all countries welcome foreign investment. This is quite counter 
intuitive but true. In general, any countries with sufficient domestic savings are 
probably better off without importing foreign capital unless the capital brings 
something more than just money, say technology or management expertise. This 
has largely been the situation for China for at least a decade – FDI gets equity-
like returns in China while the Chinese government recycles the US dollars and 
buys treasures with much lower returns. This represents a significant negative 
spread (unless FDI brings in significant externalities). This is the main reason why 
the Chinese government had by and large removed tax incentives for most 
foreign capitals by now. 

From this perspective, it’s quite interesting to note that OBOR countries as a 
group had consistently run a positive current account balance since late 1990s, 
suggesting, broadly speaking, sufficient domestic savings in these countries 
(Chart 5). Another way to view this is that, despite abundant global savings and 
ultra-low interest rates in recent years, these countries as a group had not felt the 
urge to borrow overseas and build domestic infrastructure. It’s difficult to see why, 
all of a sudden, they all want to take China’s capital just because of the Chinese 
government’s OBOR program (of course, unless the deals are too sweat to resist; 
more on this later). 
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Chart 5: PPP weighted current account, % of GDP 

 
Source: IMF, Haver, BofA Merrill Lynch Global Market  

Within the group, there are indeed countries that run fairly large current account 
deficits relative to GDP – for example, Mongolia, Maldives, Cambodia, Benin and 
UAE all had their current account to GDP ratio above 5% in 2013 (Chart 6).  

Chart 6: Current account % of GDP (2013) 

 
Source: IMF, Haver, BofA Merrill Lynch Global Market  

However, economically the size of these countries are small– together, they 
accounted for some 2% of the total OBOR countries’ GDP in PPP terms in 2013 
based on IMF’s estimates. On the other hand, big countries like India (31% the 
group’s GDP), Russia (14%) and Indonesia (8%) and Iran (5%) run moderate 
deficits or surpluses (although things in Russia and Iran might have changed in 
recent years due to economic sanctions). 
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Funding is another major issue 
In addition to the potential hurdles at the destination countries mentioned in the 
previous section, funding on the Chinese side may also present a problem. 

There are two ways to fund the program 1) by the government; and 2) by private 
capital (including SOEs’ for the purpose of this discussion). Between the two, we 
believe that government financing is more appropriate given a high default risk 
(more on this later). 

So far, government promised funding appears moderate. There are four major 
government sponsored funds potentially involved with OBOR. Their planned 
capital amounts to some US$190bn (Table 2). Assuming the funds’ investing will 
spread over 5 years, it would mean some US$40bn, or Rmb250bn, a year. If all 
the associated businesses go to China, this amount represents roughly half a 
percentage of China’s FAI in 2014. Moreover, there is risk that the actual funding 
may come below the plans. So far, committed amount only reached US$60bn 
(US$10bn for Silk Road Fund, US$50bn for BRIC Development Bank) as far as 
we are aware.  

Table 2: Four international funds potentially involved with OBOR funding 

Name 
Year 
founded 

Size 
(US$ bn) Destination countries 

Silk Road Fund 2014 40 OBOR countries. 
Asian Infrastructure 
Investment Bank 

2014 50 Bangladesh, Brunei, Cambodia, China, India, 
Indonesia, Kazakhstan, Kuwait, Laos, Malaysia, 
Maldives, Mongolia, Myanmar, Nepal, New 
Zealand, Oman, Pakistan, Philippines, Qatar, 
Saudi Arabia, Singapore, Sri Lanka, Tajikistan, 
Thailand, UK, Uzbekistan, and Vietnam. 

BRIC Development 
Bank 

2013 100 Brazil, China, India, Russia, and South Africa. 

SCO Development 
Bank 

To be set up NA China, Kazakhstan, Kyrgyzstan, Russia, 
Tajikistan, and Uzbekistan. 

Source: Various media, BofA Merrill Lynch Global Research  

That said, it’s possible that the Chinese government may decide to fund a 
significant portion of the program via policy banks and other government financial 
institutions including China Development Bank, China Imports & Exports Bank, 
and CIC. The net impact of this is that, rather than using China’s FX reserve to 
buy US treasury bonds, the government shifts a portion of the country’s savings 
into equity or debt investments in OBOR countries. 

It’s also possible that the government may count on private capital to fund a 
sizeable portion of the program, say via private lending from the major banks. 
This should be a long term negative for involved Chinese entities in our view 
because of the high default risk, although some of these entities may enjoy some 
additional short term profit, accounting wise. 

Default risk 
Here is the dilemma for China to finance infrastructure and other projects in 
OBOR countries - a winner’s curse in a way: the ones with current account 
surplus don’t really need China’s capital so they probably won’t take it unless it’s 
being offered at extremely attractive terms; the ones with large current account 
deficits may be willing takers of China’s money but they tend to have unfavorable 
economic fundamentals, so they are high risk borrowers. Table 3 illustrates the 
sorry state of the financial system in many OBOR countries (Table 3).  
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Table 3: NPL ratios of OBOR countries, 2013 (%) 
Name Ratio Name Ratio Name Ratio Name Ratio 
Afghanistan 5 Iraq NA Nepal NA Sri Lanka 6 
Bangladesh 9 Kazakhstan 19 Nigeria 3 Syrian NA 
Benin NA Kirghizstan NA Oman 2 Tajikistan 16 
Brunei 5 Kuwait 4 Pakistan 13 Thailand 2 
Cambodia NA Lao NA Philippines 2 Turkmenistan NA 
Egypt 9 Malaysia 2 Poland 5 Ukraine 13 
India 4 Maldives NA Qatar 2 UAE 7 
Indonesia 2 Mongolia NA Russia 6 Uzbekistan 0.4 
Iran NA Myanmar NA Singapore 1 Vietnam NA 
Source: World Bank, BofA Merrill Lynch Global Research  

The only win-win scenario we see is that, if the capital-receiving countries have 
many economically sound projects but lack the necessary domestic savings, so 
China’s capital can help them develop. At certain point and after the profitable 
investment, these countries start to run current account surplus and can afford to 
pay China back. A good example would be China from the 1970s through to 
roughly the late 1990s. This scenario also assumes that these countries will 
remain on friendly terms with China throughout the lending period. Looking 
through the list of OBOR countries, the ones meeting these conditions doesn’t 
appear to be numerous to us. 

The more likely outcome is a combination of the following scenarios by our 
assessment (potential political benefits to China aside): 

 The win (China) – lose (OBOR countries) scenario: although the 
projects built don’t generate enough returns to cover the cost of capital, 
the recipient countries decide to pay China back voluntarily or 
involuntarily, say by giving China things that they have and China needs. 
This relates to our two key themes of this report: 1) defense being a key 
beneficiary of OBOR; and 2) resources rich countries are more likely 
destinations for OBOR. 

 The win (OBOR countries) – lose (China) scenario: China 
subsidize OBOR countries development by offering uncommercial terms 
or aids (similar to the Marshall Plan) or China needs to write off some 
lending or investment in full or in part. 

 The lose (China) – lose (OBOR countries) scenario: for example, if 
China’s investment brews corruption in destination countries and the 
existing or a new regime refuses to pay back. 

We don’t think the above negative scenarios are theoretical musings. In recent 
times, we have seen China’s investments in Sri Lanka, Myanmar, Iraq, Venezuela 
and Congo, among others, ran into various difficulties. 
 
By the way, whether the lending or investment by China is done via USD or RMB 
is almost irrelevant. The essence of the deal is that China provides surplus goods 
and services to OBOR countries now in exchange for future goods and services 
from other countries. The “lending” can even be done via currency swaps. For 
example, PBoC swaps Rmb1bn for Rmb1bn worth of country Z’s currency Z at 
the current prevailing exchange rate. If country Z uses the Rmb1bn to buy 
Chinese rail equipment and China doesn’t immediately spend the currency Z to 
purchase goods from country Z, China would be exposed to the risk of partial 
“default” by country Z if currency Z depreciates subsequently. 
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The main impact of OBOR can be domestic 
 
Rather than in overseas market, we suspect that the main OBOR related 
spending can incur in the domestic market. We have noticed that pretty much all 
local governments have embraced OBOR enthusiastically, probably because it 
presents a convenient reason for them to spend more on investment, including on 
local infrastructure and free-trade-zones, to boost growth.  

At this stage, we expect the central government to keep a tight leash on local 
government debt, thus their spending capabilities. In addition, the subdued 
property market may also constrain their income and spending power. As a result, 
we don’t expect incremental local government spending as a result of OBOR to 
be anything major – it’s possible that local governments may build many projects 
directly or indirectly tied to OBOR, but unless the overall debt control by the 
central government is eased, net increase in infrastructure spending by them 
should be limited. In another word, OBOR projects may simply largely replace 
projects for other purposes.   

Nevertheless, here is the main risk to our overall thesis in this report. If, contrary 
to our expectations, domestic infrastructure spending shoots up as a result of 
OBOR, it may delay China’s long overdue and sorely needed rebalancing toward 
domestic consumption (although short term growth may hold up better than 
expected). 

Market and sector implications 
 
Despite much noise being made on OBOR, we expect it to be a side-show for the 
market in the foreseeable future - the likely impact on corporate earnings, even 
for those directly impacted like the construction sector, will likely be moderate at 
best. As we argued earlier, it doesn’t appear that the scale of OBOR investment 
will be much above 1% FAI in China in the foreseeable future, all things 
considered. 
 
Due to a lack of data, it’s difficult for us to quantify the likely impact unfortunately. 
We may have more tangible data to base our analysis on in late March. On March 
16, Shanghai Securities News reported that, citing an unnamed authority, the 
official OBOR plan may be announced on Mar 26-29 at the Boao Forum. 
According to the article, the plan will include a detailed list of major investment 
projects in railway, road, energy, IT, investment parks. Many projects may go to 
countries such as Kazakhstan, Kyrgyz, Tajikistan and Pakistan. Within China, 
Xinjiang will be a key connection point. At this stage, we don’t expect the 
announced amount to be significantly higher than Rmb0.5tr a year. 
 
Thematically, we expect the following sectors may benefit somewhat from OBOR: 
 
 Defense. As we argued earlier, China needs to project power, 

especially Navy power, to protect its overseas interest. We have written 
a primer on China’s defense sector in Jan 2014, Defense sector, 
defensive in an age of turbulence. If you are interested in a copy, please 
contact us. 

 Construction related, including contractors and building materials. But 
unless OBOR related investment surprises us significantly on the 
upside, we judge the impact to be marginal. 

 Key equipment makers, including those for rail, power and telecom 
projects. Again, the scale of OBOR means that it will unlikely be a key 
driver of sector performance. 
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 Port operators and shipping companies. We suspect that One Belt, 
the seaborne route, will likely progress more smoothly than One Road, 
the ground route, because we judge the former is easier to arrange 
politically. 

 Major banks. If the Chinese government opts for the private sector to 
fund a significant portion of OBOR investment overseas, major banks 
may benefit from additional loan demand on the margin. 

 
The long term impact on contractors, building materials, equipment makers and 
major banks is much more uncertain, in our view, due to potential receivable and 
bad debt risks if the Chinese government leaves the funding of these projects to 
the private sector. 
 
A separate category of potential beneficiaries is related to M&A opportunities. On 
China’s side, we expect the government to encourage M&A among SOEs or even 
private companies in certain sectors to increase their scale and enable them to 
compete better in the international market. These sectors may include 
construction, non-ferrous, rail and power related, steel, telecom equipment and 
textile machinery. For more details, please see our note, A new round of 
consolidation among central SOEs, published on Feb 16. 
 
On the side of OBOR countries, favored destinations for Chinese M&A activities 
in the past include Kazakhstan, Malaysia, Singapore, Russia, Egypt, Nigeria and 
Indonesia (Chart 7). Not surprisingly, most of them are resources rich. 
 
Chart 7: M&A deals by country (by deal $ amount) 

 
Source: Reuters, various media, BofA Merrill Lynch Global Research  

Within these countries, M&A activities concentrated in energy, financial and 
consumer (Table 4). 
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Table 4: Favored sectors in M&A deals 
Country Consumer Discretionary Consumer Staples Energy Financials Industrial IT Materials 
Egypt     √   √     
Indonesia √   √ √       
Kazakhstan     √         
Malaysia √ √ √         
Mongolia     √         
Nigeria     √         
Russia √   √         
Singapore       √   √   
Thailand √     √ √   √ 
Source: Reuters, various news flows, BofA Merrill Lynch Global Research  

Among all OBOR countries, Chinese companies’ M&A deals largely occurred in 
sectors including energy, utilities, telecom and financial (Chart 8). 

Chart 8: M&A deals by sector 

 
Source: Reuters, various media, BofA Merrill Lynch Global Research  

The above data on Chinese firms’ M&A activities in OBOR countries is based on 
the 137 deals occurred since 2010 that we have managed to track in the media. 
Unfortunately, half of them have not disclosed their deal size so the picture 
painted above could be misleading.  
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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. Hong Kong 
recipients of this research report should contact Merrill Lynch (Asia Pacific) Limited in respect of any matters relating to dealing in securities or provision of specific 
advice on securities. Singapore recipients of this research report should contact Merrill Lynch International Bank Limited (Merchant Bank) and/or Merrill Lynch 
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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, 
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principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 
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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 2015 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks 

of Bank of America Corporation. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Bank of America Corporation. 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 
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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. 

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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