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BofA macroeconomic  forecast

GDP and Inflation

Source: BofA Global Research
Updated as of February 25, 2022

Short-term interest rates, %

GDP Growth (%) 2020 2021 2022E 2023E

Global -3.1% 6.0% 4.3% 3.4%

US -3.4% 5.7% 3.6% 2.0%

China 2.2% 8.1% 4.8% 4.8%

Emerging EMEA -2.1% 5.3% 3.5% 3.3%

Latin America -6.9% 6.7% 1.9% 2.3%

European Union -6.0% 5.2% 3.6% 2.5%

CPI inflation (%) 2020 2021 2022E 2023E

Global 2.6% 4.0% 5.9% 3.6%

US 1.2% 4.7% 6.3% 3.1%

China 2.5% 0.9% 1.8% 1.7%

Emerging EMEA 5.5% 8.5% 15.8% 8.4%

Latin America 7.3% 10.8% 11.2% 8.3%

European Union 0.7% 2.9% 4.8% 1.9%

ST int rates (%) Current 2020 2021 2022E 2023E

Global 2.85% 2.21% 2.62% 3.37% 3.60%

US 0.13% 0.13% 0.13% 1.88% 2.88%

China 4.35% 3.85% 3.80% 3.60% 3.60%

Emerging EMEA 7.51% 6.05% 7.13% 7.66% 7.34%

Latin America 7.56% 2.59% 6.51% 9.28% 8.32%

European Union 0.01% -0.35% -0.12% 0.65% 0.58%
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ISM Purchasing Managers Index (PMI)

The Institute of Supply Management (ISM) surveys purchasing and supply executives nationwide to gauge 
sentiment regarding US manufacturing industries.

Greater than 50 indicates expansion, 50 indicates no change, and less than 50 indicates contraction.

Source: Institute of Supply Management, Bloomberg
Updated February 2022
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Best & worst performers 2022 YTD vs. 2021

YTD (as of 28 February 2022) 2021

Source: BofA Global Research, Bloomberg

▪ Best performers YTD: TDG, LMT, RTX
▪ 2021: BBD, ERJ, TXT

▪ Worst performers YTD: ASTR, SPIR, SPCE
▪ 2021: SPIR, SPCE, MRCY
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What’s on Investors’ Minds?

• The “Re-Opening Trade”

- COVID-19: Impact on the economy, air 
traffic, geographic differences

• Defense Spending Worries

• Post-pandemic World

• Impact of Inflation & Interest Rates

• Supply-chain concerns

• Russia/Ukraine

• China

• Return of business travel

Source: BofA Global Research, Bloomberg; Note: S&P 500 index represented
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Defense budget

Source: BofA Global Research, OMB FY21

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

900,000

1,000,000

19
48

19
50

19
52

19
54

19
56

19
58

19
60

19
62

19
64

19
66

19
68

19
70

19
72

19
74

19
76

19
78

19
80

19
82

19
84

19
86

19
88

19
90

19
92

19
94

19
96

19
98

20
00

20
02

20
04

20
06

20
08

20
10

20
12

20
14

20
16

20
18

20
20

20
22

20
24

B
u

d
g

et
 A

ut
ho

ri
ty

 in
 $

m
n,

 c
on

st
an

t F
Y

21
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Korean War
June 1950 - January  1955

Vietnam War
February  1961 - March 1975

Persian Gulf War
August 1990 - August 1991

End of the Cold War
1991

Dow n 43%

Dow n 32%

Dow n 35%

Operation Enduring 
Freedom

October 2001

Operation Iraqi 
Freedom

March 2003

US combat troops 
w ithdrew  from Iraq 

December 2011

BofAe Forecast

Iraq OCO Troop Level 
from 154k in FY08 to 0 in FY13 

Afghanistan OCO Troop Level 
from 98k in FY11 to 38k in FY14 

FY 2021 Green Book*
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Defense budget

Source: BofA Global Research, OMB FY21

DoD Outlays vs. Investment Outlays DoD Budget as % of GDP
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Global commercial flights daily tracked 7 day avg. vs. 2019

Source: BofA Global Research, Flightradar24
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Domestic market has been recovering faster than international

• January 2022 domestic RPKs were 26% below January 2019, while International RPKs were still 62% below 2019 
levels

• US domestic market RPKs are still 18% below January 2019 levels, while Russia is up 33% vs. 2019

Source: BofA Global Research, IATA
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Global Dedicated Freighter Flights Tracked 7 day avg. y/y %

Source: BofA Global Research, Flightradar 24
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Retirements

Source: BofA Global Research, Cirium
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Thoughts on the commercial aerospace aftermarket 

• IATA sees 2021e and 2022e RPKs 60% and 39% below 2019 levels, respectively

• Experts estimate that every 1% loss of aircraft utilization implies ~1.5-2% loss of aftermarket

• More significant impact to widebody vs. narrowbody

• Early retirements = excess of spare parts

• At the height of the pandemic (mid-April 2020), the parked competitive fleet was over 60% of the total fleet 

• As of 14 October 2021, the parked competitive fleet was ~20% of the total fleet

• Engine maintenance costs are expensive (about $4mn for a narrowbody engine overhaul) 

• Some airlines are swapping out engines on unused aircraft (that have remaining "green time") with engines on 
flying aircraft that require maintenance
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Engine Cycles

Source: BofA Global Research, Flightradar24

CFM56 family 7 day avg. daily flights tracked y/y % A320neo CFM LEAP vs. P&W GTF 7 day avg. daily flights tracked y/y %
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Engine Cycles - Widebodies

Source: BofA Global Research, Flightradar24

787: GENX vs. Trent 1000 7 day avg. daily flights tracked y/y % 777: GE90 vs. Trent 800 7 day avg. daily flights tracked y/y %
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Aircraft cancellations

• According to Cirium, there were 692 aircraft cancellations in 2021 and 857 cancellations in 2020

• The 737 MAX was the aircraft with the most cancellations in 2020 (641) 

• 395 additional 737 MAX orders were cancelled in 2021

Source: BofA Global Research, Cirium
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Change in Boeing and Airbus’ deliveries due schedules

Change in Airbus deliveries due schedule 

Source: BofA Global Research, Cirium

Change in Boeing deliveries due schedule 

• Boeing and Airbus were negatively impacted by massive deferrals from ‘20-‘24 to ‘25-‘30 and beyond 
after the initial shock of the COVID crisis. 

• However, we note that since December ‘20, AIR managed to strengthen its ‘22-‘25 profile (expected 
deliveries up 5%).

• BA has significantly increased ’26-’29 deliveries (expected deliveries up 88%), mostly on the back of 
recovering 737 activity
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Airframe Flight Cycles

Source: BofA Global Research, Flightradar24

Airbus vs. Boeing total daily flights 7 day avg. A320 vs. 737NG 7 day avg. daily flights y/y %
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Airframe Flight Cycles

Source: BofA Global Research, Flightradar24

A350 vs. 787 – 7 day avg. daily flights y/y % Embraer E-jet 7 daily avg. daily flights y/y %
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Focus on cash preservation and cost savings actions

OEMs and suppliers focused on cash preservation and cost savings actions

• Implemented furloughs and reduced workforce

• Deferred R&D and capital expenditures 

• Reduced or temporarily suspended dividends and share repurchases

• Raised debt or tapped available credit lines in order to increase liquidity

• Closed or consolidated facilities

• Increased cost efficiencies and working capital optimizations
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Narrowbodies are returning faster to service vs. widebodies

• Narrowbody aircraft are returning to service faster vs. widebodies

• Parked NBs were 17.4% of total fleet as of October 14, 2021, while parked WBs were 25.7% of total fleet

• NB strength will continue as long as domestic markets continue to drive demand growth

• Operators could use NBs to replace WBs on some international routes in the current lower demand 
environment. The A321LR/XLR enables airlines to operate routes previously reserved for larger WBs

• 737 MAX returning to service around the globe (…but still grounded in China)

• WBs are being used to support increased demand for global air freight

• New generation WBs are returning much faster than legacy widebodies

Parked competitive jets as of total fleet (%) Parked competitive widebodies as of total fleet (%)

Source: BofA Global Research, Cirium
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New aircraft programs are expected to EIS in the next years

• Boeing 777X (late 2023)

• Boeing 777XF (2027)

• Airbus A321XLR (2023)

• Airbus A350F (2025/2026)

• Embraer E175-E2 (2024) ?

• Comac C919 (2022)

• Irkut MC-21 (2022)

OEMs will also have to decide whether to go ahead with new aircraft programs/variants

FAA will be more diligent in development plane process

Source: BofA Global Research, WikiCommons
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Regional jets: E-Jets vs. A220

• Regional jets could be a relative winner from a longer than expected lower demand environment

• A220 parked fleet levels as % of total fleet were at 5%, while E-Jets were at 15% as of October 14, 2021

• A220 was strengthened after Airbus acquired the program from Bombardier

• A220-300 remains as a popular option below the A320neo in the 120-150 seat capacity segment 

• E175-E2 EIS was recently moved to 2027/28 after already being pushed back to 2024 from 2023 

• The continued delays are related to United States scope clause limitations

Regional jets backlog by seat capacity

Source: BofA Global Research, Cirium
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Narrowbody competition

Source: BofA Global Research, Cirium, as of November 29, 2021
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OEM Recovery – Narrowbody deliveries 

• If Airbus delivers 75 A320/month or 900/year and next peak is ~1,500 aircraft, then Boeing would have 40% 
market share

Source: BofA Global Research, Cirium
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Lessors to benefit from air traffic recovery 

• Aircraft leasing has been growing in the last decades → In 1980 3% of the total aircraft fleet was leased vs. 
40%+ today

• The industry is very fragmented, but the top 20 lessors account for 60%+ of the total lessor fleet

• Lessors are expected to benefit from pressure on airlines finances. As airlines focus on deleveraging and 
increasing fleet flexibility, they are expected to rely on the lessors to access new aircraft and to execute sale 
and leasebacks (SLB) of their existing aircraft

• 60%+ of Boeing and Airbus’ deliveries in 2021 were taken by lessors or financed by a SLB transaction

• Investment grade lessors will benefit in a higher rates environment. Rising interest rates boost lessors net 
interest spreads

• Lease rates remain under pressure since the pandemic erupted, but have now started to recover
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Source: BofA Global Research, Cirium
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Monthly market lease rates for narrowbodies

A320neo rates dipped in January 2021 737 NG rates also stepped down in January 2021

A320neo lease rates are slightly down in 2021 YTD 737 MAX lease rates are lower than A320neo

Source: BofA Global Research, Ascend as of November 2021
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Market lease rates for widebodies

A330-200 rates are slightly down in 2021 YTD 777-300 rates continue to be pressured

A350-900 rates stepped down in October 2021 787-9 rates stepped down in June 2021

Source: BofA Global Research, Ascend as of November 2021
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Future of commercial aviation

• Aircraft electrification could start to emerge in the 
next years

• Electrification could begin with smaller aircraft using 
batteries in regional shorter-range routes

• Lower short range cost of flying would increase the 
number of viable new routes. Using batteries will 
allow more point-to-point travel at a lower price 
point. Electric flight costs are 40-80% lower than 
traditional power

• Incremental infrastructure needs would not be 
significant

• Hydrogen fuel cells could emerge as an option in the 
longer term. Fuel cell weight and power, and 
available room for housing the hydrogen are still 
hurdles on development

Source: BofA Global Research, WikiCommons

Airbus released three concepts of ZEROe hybrid-hydrogen 
aircraft in early 2021. The turbofan concept is designed to 
transport 120-200 passengers with a +2,000nm range
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The Future is Now

Source: United Airlines
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eVTOL design configurations

Source: BofA Global Research, Lilium

Most companies developing prototypes are utilizing Lift + Cruise or Tiltrotor/wing designs
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Airlines could be interested in emerging technologies

• United Airlines announced an agreement with Archer Aviation in early 2021. Archer is focused on 
urban air mobility (UAM) and is developing its own eVTOL

• United will contribute its expertise in airspace management to assist Archer with the development of 
battery-powered, short-haul aircraft 

• United has placed a $1 billion order for 200 Archer eVTOL aircraft, with an option to purchase 100 
more for $500 million

• United and Mesa Airlines would offer customers a quick, economical and low-carbon way to get to 
United's hub airports and commute in dense urban environments

• Archer unveiled its full scale eVTOL aircraft in 2021 and plans to begin aircraft production in 2023, 
launching consumer flights in 2024

• UPS also announced a deal with Beta Technologies. The first 10 aircraft are expected to be delivered 
in 2024, with an option to purchase up to 150 units. UPS will use the aircraft to provide air service in 
small and medium markets

• United Airlines ordered 15 of Boom’s Overture supersonic aircraft with an option for 35 more; 
expected to carry passengers by 2029

Source: BofA Global Research, United Airlines, UPS
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Boeing: To be or not to be?

Source: BofA Global Research, Great Circle Mapper, company reports 

▪ A321neo range is unmatched by the 737 MAX family
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~80% think Boeing needs to offer a more capable NB

• Proprietary survey with Aviation Week Network shows robust demand for a more capable Boeing NB. 

• 78% think Boeing needs to offer the new aircraft & 86% of those would be interested in buying it. 
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Almost 80% think BA need to develop a more capable NB 86% airlines are interested in new aircraft
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Boeing’s dilemma: window of opportunity vs. balance sheet 

• 53% of airlines want the aircraft before 2027, 64% willing to wait longer if that meant integration of new 
propulsion concepts

• But Boeing BS is currently stretched out: raise capital through equity or wait until the BS is stronger? 

• We estimate the program development could take 7-8 years and a $15-20bn investment. 

• Boeing will eventually have to develop the aircraft if they want to remain competitive in the NB market in the 
long term. 

• Waiting until next propulsion technology is available could pose significant to risk Boeing’s position in the 
market. 
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>4,000nm & 170-250 seats in the preferred configuration

• 73% see the new narrowbody aircraft as having a max range of 4,000nm or more 

• 60% see it having 170-250 seats 

• We est. the aircraft to offer a ~4,500nm range and 200-250 seat options (with first variant at the higher end). 

• 78% of the airlines would expect a 10-20% reduction in direct operating costs

• 60% see customer acceptance issues with an open rotor

• 74% of airlines see environmental sustainability as very or extremely important, mainly driven by European 
and APAC airlines. 

• 72% would consider small widebody aircraft, with some resistance in Europe

Source: BofA Global Research, Aviation Week Informa Engage
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57% see reputational risk from current Boeing issues 

• 57% see reputational risk: led by OEM (65%) & Lessors (64%) 

• Higher reputational risk perceived in APAC and European airlines interviewed – 68% and 60% think Boeing 
problems would influence their order decision

Source: BofA Global Research, Aviation Week Informa Engage
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Is the global aerospace ecosystem decoupling?

Source: Wikicommons
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Inflation and Interest Rates 

Source: BofA Global Research, Bloomberg
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Risks still linger

Source: BofA Global Research, Flightradar24

India 7 day average flights
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• The surge in COVID cases in India led to a sharp decline in flights in May 2021, which has now mostly 
recovered.



40

Stock mentioned list

Stocks mentioned

Prices and ratings for stocks mentioned in this report

BofA Ticker Bloomberg ticker Company name Price Rating

ASTR ASTR US Astra US$ 3.39 C-3-9

YBBD B BBD/B CN Bombardier Inc. C$ 1.49 C-3-9

ERJ ERJ US Embraer US$ 14 C-1-9

LMT LMT US Lockheed Martin US$ 450 B-2-7

MRCY MRCY US Mercury Systems US$ 65.84 B-3-9

RTX RTX US Raytheon Tech US$ 100.74 B-1-7

SPIR SPIR US Spire Global inc US$ 2.14 C-3-9

TXT TXT US Textron US$ 73.42 B-2-7

TDG TDG US TransDigm Group US$ 675.51 B-1-9

SPCE SPCE US Virgin Galactic US$ 9.42 C-3-9

Source: BofA Global Research
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Important Disclosures

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volat ilit y Risk Rat ing, an Investment  Rat ing and an Income Rat ing. VOLATILITY RISK RATINGS, indicators of  potent ial price 
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the most  at t ract ive stocks in the coverage cluster; 2 - Neut ral stocks are expected to remain f lat  or increase in value and are less at t ract ive than Buy rated stocks and 3 - Underperform 

stocks are the least  at t ract ive stocks in a coverage cluster. Analysts assign investment  rat ings considering, among other things, the 0-12 month total return expectat ion for a stock and the 
f irm’s guidelines for rat ings dispersions (shown in the table below). The current  price object ive for a stock should be referenced to bet ter understand the total return expectat ion at  any 
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Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage clusterR1 

Buy ≥ 10% ≤ 70% 

Neut ral ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
R1Rat ings dispersions may vary f rom t ime to t ime where BofA Global Research believes it  bet ter ref lects the investment  prospect s of  stocks in a Coverage Cluster. 

INCOME RATINGS, indicators of  potent ial 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 
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43

Important Disclosures

BofAS or one of its affiliates acts as a market maker for the equity securities recommended in the report: Astra, Embraer, Lockheed Martin, Mercury Systems, Raytheon Tech, Spire 
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to have a short-term price impact on the equity securities of the issuer. 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 Securities 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 herein. Investors in such securities and 
instruments, including ADRs, effectively assume currency risk.

BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS 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.
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BofA Securities, through business units other than BofA 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 herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical 
methods of the persons who prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention 
of any recipient of this information.

In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in 
connection therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and 
does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale 
or purchase of a security referred to herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in 
connection with the execution of any transactions, including transactions in any securities referred to herein.

​BofA ESGMeter Methodology:

ESGMeter is a proprietary metric based on quantitative analysis and fundamental analyst inputs that reflects our assessment of a company's Environmental, Social and 
Governance-related attributes. The ESGMeter is intended to indicate a company's likelihood of experiencing stronger financial stability (higher return on equity and lower earnings 
and price volatility) over the next three years relative to peer group. There are three ESGMeter levels - Low, Medium, and High - which indicate whether a company has attributes 
most likely to translate into superior financial stability (in the case of a High level) or weaker financial stability (in the case of a Low level) over the next three years relative to its 
peer group. A Medium level suggests that a company exhibits ESG characteristics that are likely associated with financial stability results in line with its peer group over the next 
three years. Full details of our methodology, financial stability definition and disclaimers are available at BofA ESGMeter methodology. ESGMeter is not indicative of a company's 
future stock price performance and is not an investment recommendation or rating. ESGMeter is independent of the BofA Global Research fundamental equity analyst's 
investment rating, volatility risk rating, income rating or price objective for that company.

Copyright and General Information:

Copyright 2022 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use 
of BofA Securities 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 
Securities. BofA Global Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. 
Any unauthorized use or disclosure is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the 
contents, opinions, conclusion, or information contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission 
from an authorized officer of BofA Securities.

Materials prepared by BofA 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 Securities, including investment banking personnel. BofA Securities has established information barriers 
between BofA Global Research and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such 
issuers. To the extent this material 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 material. BofA Global Research personnel’s knowledge of legal 
proceedings in which any BofA Securities entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers 
mentioned in this material 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 Securities in connection with the legal proceedings or matters relevant to such 
proceedings.
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This information 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 BofAS 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 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 Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. 
This information may contain links to third-party websites. BofA Securities 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 information and is not incorporated by reference. The inclusion of a link does not imply any 
endorsement by or any affiliation with BofA Securities. 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 Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for 
them.

All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to 
change without notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is 
subject to applicable quiet periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Securities 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 or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research 
report relating to an issuer prior to making an investment decision.

In some cases, an 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 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 BofAS
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 Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any 
use of this information.


