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especially at turning points. Clearly, if an investor does have an edge in predicting
earnings growth - the most important contemporaneous driver of stock markets - it is a
massive edge.

However, we prefer indicators that have predictive power in ascertaining stock market
moves, not contemporaneous indicators like earnings growth which are more subject to
human error. So, what are these? Sentiment / market ownership and free liquidity. When
sentiment / market ownership - proxied by the market cap/M1 ratio - is in the lowest,
depressed quintile, global equities tend to rally 11.1% in the following year. Conversely,
when market ownership is euphoric in the highest quintile, forward global equity returns
one year later are only 6.5%, on average.

When free liquidity, the excess growth of M1 over nominal economic growth - is
abundant in its top quintile, global equity returns are a juicy 11.2% (and emerging
equities, 22.4%) Conversely, when free liquidity is scarce, absorbed by a roaring
economy, forward global (and emerging markets) equity returns are 2.6% (and 13.4% for
EM).These two metrics - market ownership / sentiment and free liquidity are even more
powerful market predictors when economic/earnings growth is contracting. They get
even more potent in recessions. However, in our view, investors don’t pay sufficient
attention to these two factors (sentiment and liquidity), which contribute 60%, 50% and
35% of the market returns on a 1-quarter, 1-year and 3-year horizon respectively.

Abundant liquidity, but Risk-Love has risen to neutral
While market ownership/Risk-Love/positioning is not as attractive after a sharp rally
since late March, free liquidity is abundant thanks to easy central banks. And strong
breadth thrusts from a broadening market rally have been triggered. This remains a
positive cocktail in our view and we think pullbacks should be seen as opportunities.
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Befuddled by the Bull? The Primacy of
Free Liquidity and Risk-Love

To the man with a hammer, everything looks like a nail. Many investors have been
perplexed by the equity market racing away from so-called “fundamentals”, which in our
view they misguidedly define as earnings growth. We think this approach is incomplete,
has proved to be so in the past, and will likely keep tripping up earnings growth fixated
investors in the future. Why?

Stockmarket moves are mathematically, the sum of: 1) change in sentiment/ownership
(market cap to M1), 2) change in free liquidity (the gap between M1 growth and nominal
economic growth) and 3) economic/earnings growth.

Market Cap = (Market Cap / M1) * (M1 / GDP) * GDP
i.e. Market Cap = Sentiment * Liquidity * Growth
A Market Cap = A Sentiment + A Liquidity + A GDP + residual

(Concept courtesy: Chapter 10 Capital Wars: The Rise of Global Liquidity by Michael J. Howell and Money,
Credit and Asset Prices by Gordon T. Pepper)

Clearly, it makes sense to forecast earnings growth to divine where markets are headed,
especially in the longer-term as growth contributes about 60% of the returns on a 3-
year horizon, compared with 35% on a 1-year horizon and only about 25% on a 1-quarter
horizon. This is a major focus for the sell-side and the buy-side. However, in our view,
investors don’t pay sufficient attention to the other two factors — sentiment and
liquidity, which contribute about 60%, 50% and 35% of the returns on a 1-quarter, 1-
year and 3-year horizon respectively.

Table 1: Global Equities (1Q-1989 to 1Q-2020): Growth is the most important factor in the long-
term, while sentiment and liquidity account for the majority of the short-term returns

) Median Returns for Global Equities (%) )
Horizon - — Residual
Sentiment Liquidity Growth Market
1-quarter 1.32 0.56 0.88 3.29 0.52
1-year 4.29 1.86 4.41 12.58 2.01
3-years 2.47 7.25 16.02 27.63 1.90
Contributions
1-quarter 40% 17% 27% 16%
1-year 34% 15% 35% 16%
3-years 9% 26% 58% 7%
Source: BofA Global Research, IMF, Datastream, Haver
Figure 1: QoQ Change in Global Sentiment Figure 2: QoQ Change in Global Liquidity Figure 3: QoQ Change in Global Growth
(1Q-1989 to Current) (1Q-1989 to 1Q-2020) (1Q-1989 to 1Q-2020)
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Unfortunately, our work shows that historically consensus earnings growth forecasts in
Asia ex-Japan, EMs and DMs have been inaccurate, especially at turning points. Indeed, in
Asia ex-Japan the EPS growth forecast has almost always been 10% every January since
2013. Clearly, if an investor has an edge in predicting earnings growth - the most
important CONTEMPORANEOQUS driver of stock markets - it is a significant competitive
advantage.

Figure 4: Consensus EPS growth forecast: Figure 5: Consensus EPS growth forecast:

Figure 6: Consensus EPS growth forecast:
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We prefer indicators that have predictive power in ascertaining stock market moves, not
contemporaneous indicators like earnings growth that can be more prone to human
error. So, what are these? Sentiment / market ownership and free liquidity. When
sentiment / market ownership - proxied by the market cap / M1 ratio - is in the lowest,
depressed quintile, global equities rally 11.1% in the following year. Conversely, when
market ownership is euphoric in the highest quintile, forward global equity returns one
year later are only 6.5%, on average. Similar predictive results are obtained for G7 and
Asia/EM equity markets.

When free liquidity, the excess growth of M1 over nominal economic growth, is
abundant in its top quintile, global equity returns are a juicy 11.2% (and emerging
equities, 22.4%) Conversely, when free liquidity is scarce, sucked up by a roaring
economy, forward global (and emerging markets) equity returns are 2.6% (and 13.4%).

Table 2: Global Equities (1Q-1989 to 1Q-2020)
Quintiles based on QoQ change

Source: BofA Global Research, MSCI, IBES, FactSet

Table 3: G-7 Equities (1Q-1989 to 1Q-2020)
Quintiles based on QoQ change

Global Average Next Four-Quarter Returns (%) G-7 Average Next Four-Quarter Returns (%)
Sentiment Liquidity Growth Sentiment Liquidity Growth
Ql 11.1 2.6 12.0 Q1 10.7 7.9 10.4
Q2 8.3 15.2 8.6 Q2 6.9 8.6 8.7
Q3 6.9 3.1 9.7 Q3 4.5 4.8 6.4
Q4 10.9 11.0 4.5 Q4 9.4 7.1 3.0
Q5 6.5 11.2 8.4 Q5 7.3 11.4 12.4

Source: IMF, Datastream, Haver

Source: IMF, Datastream, Haver
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Table 4: Emerging Market Equities (1Q-1989 to 1Q-2020)
Quintiles based on QoQ change

Table 5: Asia ex-Japan Equities (1Q-1989 to 1Q-2020)

Quintiles based on QoQ change

Emerging Average Next Four-Quarter Returns (%)

Markets Sentiment Liquidity Growth
Q1 17.8 13.4 15.4
Q2 12.1 16.5 154
Q3 20.2 18.9 17.1
Q4 14.7 9.2 23.2
Q5 15.7 22.4 5.6

Source: IMF, Datastream, Haver

Asia ex-Japan Average Next Four-Quarter Returns (%)
Sentiment Liquidity Growth

Q1 18.7 22.0 13.0

Q2 9.6 19.1 13.8

Q3 15.7 16.1 31.3

Q4 28.5 12.8 7.7

Q5 13.9 19.3 16.4

Source: IMF, Datastream, Haver

These two metrics - market ownership / sentiment and free liquidity are even more
powerful market predictors when economic/earnings growth is contracting. They get

even more potent in recessions.

Table 6: Global Equities (1Q-1989 to 1Q-2020): When QoQ GDP growth

is negative

Quintiles based on QoQ change

Average Next Four-Quarter Returns (%)

Table 7: G-7 Equities (1Q-1989 to 1Q-2020): When QoQ GDP growth is

negative

Quintiles based on QoQ change

Global - R
Sentiment Liquidity Growth
Q1 21.2 -0.6 21.4
Q2 3.4 17.8 5.4
Q3 0.7 -1.6 8.4
Q4 12.8 5.8 10.5
Q5 12.4 20.5 25

Source: IMF, Datastream, Haver

Table 8: Emerging Market Equities (1Q-1989 to 1Q-2020): When QoQ
GDP growth is negative

Quintiles based on QoQ change

G-7 Average Next Four-Quarter Returns (%)
Sentiment Liquidity Growth
Q1 18.4 1.2 16.4
Q2 -2.9 12.0 13.7
Q3 10.3 11.8 9.8
Q4 9.0 0.0 2.4
Q5 13.9 18.7 9.5

Source: IMF, Datastream, Haver

Table 9: Asia ex-Japan Equities (1Q-1989 to 1Q-2020): When QoQ GDP

growth is negative

Quintiles based on QoQ change

Emerging Average Next Four-Quarter Returns (%)

Markets Sentiment Liquidity Growth
Q1 30.5 15.8 33.1
Q2 -6.8 -1.2 34.2
Q3 11.9 14.0 -2.1
Q4 20.0 3.7 -2.7
Q5 5.5 38.7 22.7

Source: IMF, Datastream, Haver

Asia ex-Japan Average Next Four-Quarter Returns (%)
Sentiment Liquidity Growth
Q1 28.0 5.2 20.4
Q2 -19.7 -11.9 31.8
Q3 15.9 9.8 -17.4
Q4 6.1 26.7 11.2
Q5 15.2 36.8 3.3

Source: IMF, Datastream, Haver

We think the current puzzlement at rising markets and deteriorating “fundamentals”, i.e.
earnings growth, reflects a standard, recurring error in financial markets: of
underestimating the predictive power of initial sentiment / positioning and free liquidity
in driving markets, especially at turning points. And, an over-reliance on using earnings
growth to explain markets. The misguidedly confident man with an impaired hammer
isn’t likely to get much carpentry done.

Further, markets tend to led economic data at turning points. For instance, in the US, at
the bottom of the cycle, the market (S&P 500) leads the economic data (US ISM) by 3-
months on average, with an average return of 12% between the market bottom and the
economy trough. In practice though, analysts need more time to confirm that growth (US
ISM) has troughed, and may miss out more of the rally.
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Figure 7: The Faster Reaction Function of markets vs. the economy: Markets bottom out about 3-months earlier than the economy on average
Blue squares denote market bottoms, red circles denote US ISM lows
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Table 10: US: In the prior 11 episodes, markets rallied 12% on average from its lows till the time the
economy bottoms out, and 26% over the next 6-months from the market lows
Returns between Next 6-month
Market Trough Time Difference Market Trough  Returns from
S/l Date PMI Trough Date (months) and PMI trough Market Trough
1 6/13/1949 6/30/1949 0.6 4.5% 22.8%
2 10/22/1957 1/31/1958 34 7.0% 9.8%
3 6/26/1962 8/31/1962 2.2 13.0% 20.5%
4 10/7/1966 4/30/1967 6.8 28.4% 22.1%
5 5/26/1970 11/30/1970 6.3 25.8% 22.8%
6 10/3/1974 1/31/1975 4.0 23.6% 30.9%
7 8/12/1982 5/31/1982 -2.4 -8.5% 44.1%
8 12/4/1987 3/31/1988 3.9 15.6% 19.0%
9 10/9/2002 4/30/2003 6.8 18.0% 11.5%
10 3/9/2009 12/31/2008 -2.3 -25.1% 52.7%
11 3/23/2020 4/30/2020 1.3 30.2% 34.2%*
Count 11 11 11
Average 2.8 12% 26%
Median 3.4 16% 23%
Hit Ratio 82% 82% 100%
Source: BofA Global Research, ISM, Bloomberg
Note: *Price till 11 June, 2020.
Liquidity/sentiment first, fundamentals later. Unsurprisingly, at these turning
points, market cap swells up by about 25% on average from the market lows over the
next 6-months — of this, about 19% can be attributed to sentiment, 15% to liquidity
expansion, while growth shaves off 4%. As we stretch to longer horizons, growth
becomes more and more significant in explaining stock market returns (see Table 1 on
page 2).
Table 11: US: Sentiment is the most important factor at market turning points, followed by the
liquidity — growth, on the other hand, contributes negatively
Next 6-months returns
Market Trough . Lo .
Market Cap | Sentiment Liquidity ~ Growth (PMI)| Residual
S Date
1 10/7/1966 19% 17% 32% -23% -7%
2 5/26/1970 3% 0% 23% -16% -4%
3 10/3/1974 33% 31% 49% -32% -15%
4 8/12/1982 33% 25% -11% 20% -1%
5 12/4/1987 13% 10% 9% -6% 0%
6 10/9/2002 11% 8% 13% -8% -1%
//‘\/ The Inquirer | 16 June 2020
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Table 11: US: Sentiment is the most important factor at market turning points, followed by the
liquidity - growth, on the other hand, contributes negatively

Next 6-months returns
Market Trough Market Cap | Sentiment Liquidity ~ Growth (PMI)| Residual
S/ Date
7 3/9/2009 54% 46% -27% 46% -10%
8 3/23/2020* 35% 13% 35% -12% -2%
Count 8 8 8 8 8
Average 25% 19% 15% -4% -5%
Median 26% 15% 18% -10% -3%
Hit Ratio 100% 88% 75% 25% 0%

Source:, ISM, Bloomberg, Datastream, Haver

Note: *Till latest available data - market cap till 11 June, 2020; liquidity and growth (PMI) till May 2020.

Figure 8: Global Market Cap / M1 and Global Risk-Love: neutral to high
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Figure 10: Global free liquidity: Rising sharply...
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Figure 9: US: Liquidity growth is sky-rocketing
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Table 12: ..post-2008, equity markets perform well in such conditions

G7 + China Free Liquidity (%)

MSCI AC World next 1- Below 0 Between Between Above
year returns (since GFC) Oand5 5and10 10
Time Spent 11% 40% 37% 11%
Hit Ratio 53% 56% 84% 100%
Average 12-month Returns | 1.7% 2.8% 10.5% 23.4%
Median 12-month Returns 0.5% 2.6% 12.7% 16.4%
Base 12-month Returns 7.9%

Base Hit Ratio 71%

Source: BofA Global Research, FactSet. Note: Free Liquidity for individual countries is defined as the
M1 YoY growth minus nominal GDP YoY growth (CPI YoY growth plus PMI-rebased to 50). For UK, MO
is used instead of M1. G7 + China free liquidity is calculated as the GDP-weighted average of
individual country free liquidities.
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Figure 11: US free liquidity: Rising sharply...
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Table 13: ..post-2008, equity markets perform well in such conditions

US Free Liquidity (%)

MSCI USA next 1-year Between Between Above

returns (since GFC) Below 0 Oand5 5and10 10
Time Spent 29% 31% 18% 23%
Hit Ratio 82% 85% 78% 100%

Average 12-month Returns | 7.7% 9.8% 10.4% 20.1%
Median 12-month Returns 6.8% 11.1% 12.6% 17.9%

Base 12-month Returns 11.7%
Base Hit Ratio 86%

Source: BofA Global Research, FactSet. Note: Free Liquidity for individual countries is defined as the
M1 YoY growth minus nominal GDP YoY growth (CPI YoY growth plus PMI-rebased to 50).

Table 14: ..post-2008, equity markets perform well in such conditions

Emerging Markets Free Liquidity (%)

MSCI EM next 1-year Below 0 Between Between Above
returns (since GFC) Oand5 5and10 10
Time Spent 0% 35% 41% 24%
Hit Ratio NA 30% 52% 87%
Average 12-month Returns NA -5.7% 6.7% 20.9%
Median 12-month Returns NA -4.4% 1.8% 19.9%
Base 12-month Returns 5.7%

Base Hit Ratio 53%
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Figure 12: Emerging Markets free liquidity: Rising sharply...
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Figure 13: Asia ex-Japan free liquidity: Rising...
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Source: BofA Global Research, FactSet. Note: Free Liquidity for individual countries is defined as the
M1 YoY growth minus nominal GDP YoY growth (CPI YoY growth plus PMI-rebased to 50). Emerging
Market free liquidity is calculated as the GDP-weighted average of individual country free liquidities.

Table 15: ...post-2008, equity markets perform well in such conditions

Asia ex-Japan Free Liquidity (%)

MSCI Asia ex-Japan next Between Between Above
1-year returns (since Below 0

Oand5 5and10 10
GFC)
Time Spent 1% 38% 24% 37%
Hit Ratio 100% 52% 44% 90%
Average 12-month Returns |  9.6% -0.8% 2.7% 20.1%
Median 12-month Returns 9.6% 1.0% -0.8% 18.3%
Base 12-month Returns 7.8%
Base Hit Ratio 64%

Source: BofA Global Research, FactSet. Note: Free Liquidity for individual countries is defined as the
M1 YoY growth minus nominal GDP YoY growth (CPI YoY growth plus PMI-rebased to 50). Asia ex-
Japan free liquidity is calculated as the GDP-weighted average of individual country free liquidities.
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Table 16: Abundant liquidity everywhere - investors should take benefit of any pullback (i.e. any risk-
off sentiment) to participate in the bull market

Sentiment Liquidity
Country / Region Lower is better for forward Higher is better for forward
returns returns

Latest Data April/May 1Q-2020
China Q3 Q5
Singapore Q3 Q5
Hong Kong Q3 Q5
France Q3 Q5
Philippines Q3 Q5
us Q3 Q5
Israel Q3 Q5
Spain Q4 Q5
Belgium Q4 Q5
Turkey Q4 Q5
Portugal Q4 Q5
Korea Q4 Q5
Italy Q4 Q5
India Q4 Q5
Switzerland Q4 Q4
UK Q4 Q5
Japan Q4 Q5
Austria Q5 Q5
Taiwan Q4 Q5
New Zealand Q5 Q5
Thailand Q5 Q5
Finland Q5 Q5
Canada Q5 Q5
Malaysia Q5 Q4
Germany Q5 Q4
Chile Q4 Q3
Netherlands Q5 Q4
South Africa Q5 Q4
Denmark Q5 Q4
Norway Q5 Q4
Australia Q5 Q4
Russia Q5 Q3
Poland Q5 Q2
Ireland Q5 Q3
Indonesia Q5 Q2
Brazil Q5 Q1
Mexico Q5 Q2
Sweden Q5 Q1
Asia ex-Japan Q4 Q5
Emerging Markets Q4 Q5
Global Q5 Q5

Source: BofA Global Research, IMF, Datastream, Haver

We would urge investors to focus more on predictive market tools like sentiment /
market ownership / Risk-Love and free liquidity, which much less forecasting skills. And
to recognize the fallibility of relying on “fundamentals”, i.e. economic/earnings growth
forecasts, alone to determine equity market movements..
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Figure 14: Global Risk-Love has recovered from peak panic in March to low neutral levels (33 percentile of its history since 1987) now
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While, market ownership / Risk-Love / positioning is not that attractive anymore, after a
sharp rally since late March, free liquidity is abundant thanks to easy central banks. And
powerful breadth thrusts from a broadening market rally have been triggered. This
remains a positive mix. In our view, investors should resist the urge to fault poor
“fundamentals”, but rather take benefit of any pullback and participate in the bull
market. When sentiment is euphoric and / or free liquidity evaporates, and the relative
value of equities versus cash / bonds deteriorates, we will re-examine our bullish stance.
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Figure 15: Emerging markets country recommendations

Figure 16: Asia Pacific country recommendations
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Table 17: Market intelligence table as of 12 June 2020

12-Jun-2020 Mkt cap* USD perf (%) 12m forward EPS growth” (%)
. % dev % dev | PB at2008- | Divyld % dev
Region/Country (i Co) (USbn) 2019 YID  Im | PE(x) 10Yavg| PB(x) 10Yavg| O09-lows | (%) 10Y avg |ROE (%) 10Yavg| CY2020 (Y2021
North America (701) 28,083 28.8 5.7 6.0 215 39.1 3.2 304 1.4 2.0 8.0 14.7 15.6 -21.3 28.4
Canada (85) 1,290 245 -15.4 4.8 17.3 20.9 15 -8.4 1.1 3.8 -24.8 8.9 11.8 -34.9 39.0
US (616) 26,793 29.1 5.2 6.1 21.8 40.2 3.3 32.6 1.4 19 9.4 15.2 16.0 -20.3 27.8
Europe (438) 8,048 20.0 -15.3 7.2 16.6 26.6 15 -3.3 1.0 35 9.1 9.3 12.3 -21.7 31.6
Austria (6) 23 10.9 -28.1 8.9 116 13.7 0.7 -22.9 0.5 4.4 -15.8 6.3 9.4 -375 46.5
Belgium (13) 117 17.7 -25.4 7.6 16.6 6.0 1.2 -31.5 0.6 3.2 5.4 7.4 11.4 -33.3 21.6
Denmark (18) 302 26.1 6.8 6.8 271.3 58.8 4.1 404 1.2 1.7 26.0 15.0 16.8 -17.8 36.7
Finland (11) 131 6.5 5.7 8.5 17.7 15.1 1.9 2.1 1.2 39 129 10.8 12.2 -135 194
France (78) 1,403 23.0 -18.2 11.4 16.5 285 1.3 -2.0 0.9 3.4 10.4 8.0 10.6 -31.8 389
Germany (63) 1,189 17.8 -11.0 13.0 15.8 30.7 1.3 -95 0.9 3.1 7.6 8.4 12.1 -24.3 43.9
Ireland (5) 83 35.1 -13.6 111 199 -34 1.8 125 0.5 1.7 26.2 8.8 8.9 -19.3 21.3
Italy (27) 293 23.1 -20.8 12.3 15.0 326 1.1 13.1 0.6 4.8 4.9 7.3 8.7 -46.0 475
Netherlands (22) 544 28.8 55 8.8 19.6 41.9 2.1 19.0 1.1 2.4 249 10.8 13.0 -8.9 18.0
Norway (9) 71 6.7 -21.4 9.6 17.1 42.1 15 2.7 0.9 4.6 5.1 8.9 125 -39.6 48.7
Portugal (3) 22 19.3 -6.1 7.6 19.1 32.6 2.0 30.9 1.2 4.9 -4.8 10.3 10.5 3.7 24.4
Spain (20) 316 9.1 -23.2 11.8 13.8 17.3 0.9 -20.6 1.0 45 16.5 6.8 10.3 -33.7 28.2
Sweden (36) 385 17.8 -95 6.9 179 22.4 1.9 -6.5 1.1 3.3 19.6 10.4 13.7 -29.4 32.0
Switzerland (40) 1,315 29.5 -6.5 1.1 18.3 185 2.6 12.0 1.4 3.2 75 14.2 15.1 -1.7 15.7
UK (87) 1,854 15.2 -24.1 3.3 147 17.1 1.4 -17.4 1.1 45 -5.2 9.3 13.4 -35.6 32.7
Israel (12) 82.0 8.5 2.1 5.0 11.6 16.8 1.3 -3.4 1.0 11 63.4 11.1 13.6 -1.7 21.0
IAsia Pac (1580) 9,376 16.3 -8.0 71 15.2 19.7 1.3 0.3 0.9 2.7 8.4 8.7 10.5 15 224
Japan (321) 3,375 17.1 -6.9 6.8 15.8 18.0 1.1 -0.1 0.8 2.6 -10.0 7.2 8.5 0.2 20.6
Australia (64) 869 17.1 -16.4 13.8 18.7 30.6 1.7 -3.2 1.3 35 26.6 9.3 12.7 -9.9 5.8
New Zealand (7) 39 34.7 -35 2.8 37.6 97.2 3.8 80.4 1.3 2.1 55.6 10.0 11.0 -0.9 9.3
IAsia ex-Japan (1188) 5,093 15.4 7.2 6.2 14.3 19.8 1.4 -14 1.0 2.6 8.3 9.9 12.1 1.1 24.0
China (716) 2,292 20.9 -0.5 4.2 135 275 1.6 10.8 1.1 2.0 325 12.0 13.9 1.1 19.9
Hong Kong (41) 449 7.0 -11.8 1.6 14.8 -0.4 1.0 -19.2 0.8 3.6 -12.4 6.7 8.2 -16.5 26.0
India (86) 450 6.1 -19.9 6.8 19.9 23.7 24 -4.7 14 1.8 -8.8 11.8 154 -3.3 32.0
Indonesia (22) 85 6.7 -26.6 14.8 13.9 -2.6 1.9 -30.7 1.4 35 -23.7 13.6 19.2 -12.3 19.3
Korea (107) 676 10.4 -1.2 13.7 116 23.3 0.9 -15.9 0.9 25 -39.3 75 111 18.1 42.6
Malaysia (39) 106 5.2 1.4 13.8 18.7 23.2 15 -17.2 1.3 3.2 4.6 7.8 11.6 -16.8 18.1
Pakistan (3) 1 3.3 -31.0 1.4 4.7 -38.1 0.7 -53.2 0.8 10.7 -45.9 14.8 19.7 24.6 6.2
Philippines (21) 50 9.2 -16.4 145 15.6 -8.0 15 -36.3 1.3 2.0 10.1 9.7 14.0 -17.7 24.1
Singapore (22) 152 100 201 52 | 139 67 | 10 227 0.9 49 25 | 71 98 | 229 183
Taiwan (88) 696 315 4.3 6.2 16.0 18.6 1.8 7.1 1.0 4.0 1.8 11.3 125 3.0 15.8
Thailand (43) 135 6.6 -16.9 9.3 18.4 40.8 1.6 -115 0.9 2.9 16.7 8.9 145 -24.5 23.6
EMEA (160) 755 11.2 -21.4 10.0 10.5 15.6 1.1 -4.3 0.7 49 -18.7 10.5 12.8 -18.7 27.6
Czech Republic (3) 6 -0.1 -23.1 12.8 11.8 4.1 1.0 -29.2 1.3 72 -13.6 8.5 11.9 -13.7 3.0
Egypt (3) 7 389 203 07 | 80 145 | 16  -30 11 36 39 | 196 170 | -39 214
Greece (4) 8 39.8 -38.1 11.3 13.1 5.6 2.3 71.7 0.7 6.1 -58.0 175 11.0 -22.1 36.5
Hungary (3) 14 16.3 -25.5 15.7 9.1 4.5 1.0 -7.0 0.6 3.2 12.9 11.0 11.3 -29.2 31.6
Poland (15) 42 -8.2 -21.9 15.9 11.4 -1.7 0.9 -24.5 0.8 3.7 9.7 8.0 10.5 -13.6 19.2
Qatar (11) 49 -4.5 -12.6 3.7 13.3 6.1 1.7 -6.0 na 4.0 8.1 125 14.0 -11.7 16.1
Russia (22) 195 41.0 -22.2 9.3 73 36.5 0.7 53 05 8.2 -50.0 9.0 11.7 -36.7 35.6
Saudi Arabia (34) 157 35 -13.8 10.4 18.8 na 1.7 na na 4.2 na 9.2 na -6.5 16.0
South Africa (41) 217 7.4 -25.4 10.7 114 -14.3 1.7 -18.5 0.9 3.3 8.4 14.6 155 9.4 25.4
Turkey (15) 25 73 -21.1 12.4 6.4 -25.3 0.8 -37.3 0.7 4.9 -25.3 12.2 14.6 -3.7 442
UAE (9) 33 -0.8 -19.3 72 10.3 -6.3 0.9 -34.6 na 4.7 -15 8.8 12.6 -31.5 235
Latin America (107) 488 13.7 -32.8 24.2 14.2 15.6 15 -4.9 12 3.7 <15 10.7 13.1 -31.8 57.9
Argentina (3) 7 226 -149 17.0 na na 17 -10.0 0.6 0.6 82.5 na 22.0 na na
Brazil (56) 314 22.1 -36.1 35.0 14.9 37.3 1.6 13.1 1.1 3.8 5.8 10.9 13.3 -42.2 78.7
Chile (16) 35 -18.6 -21.9 8.6 13.6 -11.7 1.1 -36.4 1.1 3.3 0.5 7.8 10.8 9.1 22.7
Colombia (5) 11 25.9 -44.6 11.0 8.0 -41.2 1.0 -31.7 na 47 -45.6 12.8 11.0 -14.6 24.0
Mexico (24) 104 8.0 -26.3 8.0 13.9 -13.2 1.7 -25.8 15 35 -36.7 12.2 14.3 -8.4 29.5
Peru (3) 16 1.1 -27.0 10.5 14.3 13.8 15 -32.5 0.5 3.7 -39.9 10.6 18.0 -28.5 454
Developed Markets (1606) 41,097 25.2 -8.2 6.4 19.6 35.0 2.3 17.3 1.2 2.4 12.0 115 13.2 -20.2 279
Emerging Markets (1392) 5,735 15.4 -11.5 8.5 13.6 22.1 1.4 0.8 1.0 2.9 6.4 10.6 12.9 5.4 26.9
\World (2998) 46,831 24.0 -8.6 6.7 18.7 32.7 2.1 14.3 1.1 25 111 11.3 13.2 -18.1 27.8

Source: BofA Global Research, MSCI, IBES estimates. Note: numbers in red text indicate that the valuation metric is 2 standard deviations above its 10-year average. Numbers in green indicate the valuation metric is 2
standard deviations below its 10-year average. #Positive deviation for dividend yield implies current dividend is LOWER than the 10yr average and vice-versa. *Market caps shown are free float. *Currency for EPS growth
estimates: (a) UK: GBP; (b) Eurozone country and regional indices: EUR; (c) Other regional indices, Russia, Peru: USD; (d) Other individual countries: Local currency.
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Table 18: Emerging Markets Market intelligence table as of 12 June 2020 by Industry

12-Jun-2020 USS$ perf (%) 12m forward EPS growth” (%)
Sector (# Co) Market cap* % dev %dev | Divyld % dev

(Usbn) 2019  YTD m PE(x) 10Yavg| PB(x) 10Yavg| (%)’ 10Y avg |ROE (%) 10Y avg | 2020E 2021E

Emerging Markets (1392) 5,735 15.4 -11.5 8.5 13.6 22.1 1.4 0.8 2.9 6.4 10.6 12.9 -5.4 26.9
Autos (40) 111 -0.6 -19.5 13.8 12.1 32.1 0.8 -35.9 2.6 -33.4 6.9 145 7.2 47.1
Cons Durables (30) 71 28.0 -10.0 10.7 19.6 51.9 25 438 1.8 36.3 12.9 13.6 8.3 24.8
Cons Svc (25) 95 45.2 5.7 8.7 36.0 102.0 3.6 57.9 0.9 54.8 9.9 12.9 -30.2 90.2
Media & Entertainment (45) 506 14.9 13.7 55 26.6 NA 42 NA 0.4 NA 15.7 NA 17.1 25.7
Retailing (39) 716 47.7 5.8 11.9 27.2 NA 39 NA 0.2 NA 14.4 NA 53 41.1
Energy (65) 349 14.9 -26.3 9.9 13.0 66.9 0.7 -10.6 4.3 -8.9 5.6 10.6 -59.8 98.9
Capital Goods (118) 170 2.2 -14.1 9.1 9.9 -15.4 0.9 -30.4 2.7 -24.2 8.7 10.7 10.4 17.3
Comm Svc (9) 16 28.4 6.3 -2.9 16.0 -3.7 2.6 -15.5 1.8 16.0 16.3 18.5 16.4 21.2
Transportation (57) 94 16.5 -19.3 11.7 22.7 45.6 1.6 -0.6 2.2 10.2 7.1 10.4 -53.2 122.0
Materials (143) 397 2.3 -14.9 9.6 124 10.6 1.2 -0.9 4.3 -23.0 10.0 115 -4.0 47.2
Real Estate (71) 152 18.7 -22.0 5.6 6.4 -30.0 0.9 -17.0 5.7 -36.8 14.2 12.2 7.3 19.0
Banks (130) 814 7.1 -25.8 9.1 75 -10.6 0.8 -315 5.0 -22.2 10.7 13.9 -1.3 10.7
Div Financials (76) 120 155 -23.4 14.9 10.4 -8.7 1.0 -15.9 3.6 -5.8 10.0 10.8 6.5 115
Insurance (41) 200 12.7 -23.1 35 8.9 -28.7 1.1 -31.9 4.1 -43.4 12.0 125 9.1 15.7
Semis (33) 388 535 -3.0 73 16.8 46.8 2.8 389 3.3 -11.0 16.5 176 29.4 239
Software (35) 105 10.6 -5.9 4.5 22.3 NA 4.0 NA 2.3 NA 17.7 NA -2.3 17.8
Tech Hard/Equip (89) 458 33.3 -5.8 8.7 12.9 15.9 1.3 -4.5 3.1 1.3 10.0 124 16.2 41.6
Food/Staples Retail (27) 89 8.5 -11.9 6.4 229 8.0 3.0 1.1 2.3 -4.5 13.2 14.1 3.1 14.6
Food Beverage (87) 214 10.8 -10.5 7.4 20.1 53 2.8 -1.2 25 4.0 14.1 15.1 13.7 14.4
Household Products (19) 70 3.6 -7.3 43 33.0 21.6 6.5 14 1.7 12.3 19.8 23.9 15.2 175
Health Care Equip/Svc (32) 73 35 229 19.4 36.8 71.3 44 50.5 1.0 52.3 12.0 14.3 18.2 24.9
Pharma & Biotech (78) 165 1.9 185 12.8 35.2 60.3 3.9 19.6 0.7 30.0 11.2 15.1 22.5 23.3
Telecom (39) 228 1.2 -12.9 1.6 14.4 4.7 1.6 -17.8 4.4 -2.0 10.9 14.1 1.1 14.1
Utilities (64) 136 5.0 -16.9 73 10.7 -1.2 1.0 -39 4.1 -5.2 9.2 95 11.1 15.0

Source: BofA Global Research, MSCI, IBES estimates. Note: #Positive deviation for dividend yield implies current dividend is LOWER than the 10yr average and vice-versa. *Market caps shown are free float. *Currency for
EPS growth estimates: (a) UK: GBP; (b) Eurozone country and regional indices: EUR; (c) Other regional indices, Russia, Peru: USD; (d) Other individual countries: Local currency.

Table 19: Asia ex-Japan Market intelligence table as of 12 June 2020 by Industry

12-Jun-2020 USS$ perf (%) 12m forward EPS growth” (%)
sector (# Co) Market cap* % dev %dev | Divyld % dev
(Usbn) 2019 YTD m PE(x) 10Yavg| PB(x) 10Yavg| (%)" 10Y avg |ROE (%) 10Y avg | 2020E 2021E
IAsia ex-Japan (1188) 5,093 15.4 7.2 6.2 14.3 19.8 14 -1.4 2.6 8.3 9.9 121 -1.1 24.0
Autos (39) 110 -0.8 -195 137 12.1 329 0.8 -35.9 2.6 -34.0 6.9 145 7.2 47.2
Cons Durables (29) 69 308  -10.0 9.8 19.2 39.0 2.5 29.8 1.8 36.9 13.0 13.9 12.0 22.2
Cons Svc (28) 128 32.4 -5.5 6.6 38.4 98.5 3.8 35.1 1.3 38.5 9.9 14.8 -63.8 212.9
Media & Entertainment (40) 491 13.7 147 5.2 27.1 NA 43 NA 0.4 NA 16.0 NA 15.1 27.2
Retailing (28) 601 53.7 9.0 125 28.0 NA 4.1 NA 0.1 NA 14.7 NA 5.3 42.4
Energy (41) 168 48  -194 54 147 384 09 237 | 30 13.2 6.4 11.9 -43.4 68.2
Capital Goods (118) 209 2.7 -14.2 5.7 9.4 -17.6 0.7 -345 3.1 -26.8 7.9 9.9 3.7 15.8
Comm Svc (9) 16 28.4 6.3 -2.9 16.0 -1.9 2.6 0.6 1.8 10.9 16.3 16.0 16.4 21.2
Transportation (50) 81 9.8 -15.0 4.7 28.1 76.1 1.4 9.3 2.2 24.4 5.1 8.4 -63.6 216.3
Materials (100) 194 -0.3 -12.4 7.1 14.6 235 1.0 -16.2 3.2 5.7 6.9 10.4 -10.8 30.7
Real Estate (81) 260 131 -174 23 8.0 -28.5 0.7 -16.8 5.1 42,5 8.5 7.4 2.6 16.5
Banks (85) 604 6.8 -19.7 55 73 -13.0 0.7 -33.5 4.8 -18.6 9.9 12.8 -5.3 8.4
Div Financials (68) 123 12,5 9.2 8.1 13.6 0.4 1.4 -13.6 3.2 3.7 10.0 11.6 1.8 15.1
Insurance (30) 280 198  -16.0 1.7 109  -22.3 1.2 27.2 3.1 524 | 11.0 11.7 9.4 21.6
Semis (34) 391 53.4 -3.3 7.2 16.8 45.4 2.8 37.9 3.3 -10.6 16.4 17.6 29.7 24.1
Software (33) 99 10.8 -6.0 35 21.9 NA 4.0 NA 25 NA 18.1 NA 0.8 17.3
Tech Hard/Equip (90) 461 33.1 5.9 8.6 12.9 16.2 1.3 4.3 31 0.8 10.1 12.4 15.9 41.4
Food/Staples Retail (13) 36 -2.0 -0.8 -0.2 26.3 26.7 2.8 19.0 1.9 51 10.8 115 7.3 13.3
Food Beverage (74) 178 10.1 25 54 19.9 9.8 2.8 17.4 25 -1.1 14.2 135 12.7 11.0
Household Products (17) 62 0.2 5.1 1.8 33.2 16.4 6.6 8.2 1.7 1.1 19.8 25.4 111 16.6
Health Care Equip/Svc (29) 63 -0.1 405 175 37.2 55.1 4.5 60.8 0.9 26.7 12.2 115 19.7 23.9
Pharma & Biotech (76) 162 2.7 19.8 12.3 496  102.6 45 22.0 0.6 355 9.0 15.4 32.0 36.3
Telecom (27) 170 0.2 -12.4 25 15.3 45 1.4 -21.9 4.4 5.0 9.1 12.4 -1.2 10.0
Utilities (49) 138 -0.4 -13.1 -0.6 12.7 -1.6 1.2 -12.6 3.8 -18.7 9.2 104 20.7 12.4

Source: BofA Global Research, MSCI, IBES estimates. Note: #Positive deviation for dividend yield implies current dividend is LOWER than the 10yr average and vice-versa. *Market caps shown are free float. “Currency for
EPS growth estimates: (a) UK: GBP; (b) Eurozone country and regional indices: EUR; (c) Other regional indices, Russia, Peru: USD; (d) Other individual countries: Local currency.
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futures, warrants, and contracts for differences). This document is not intended to provide personal investment advice and it does not take into account the specific investment objectives,
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financial situation and the particular needs of, and is not directed to, any specific person(s). This document and its content do not constitute, and should not be considered to constitute,
investment advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial
instruments and implementing investment strategies discussed or recommended in this document 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 document.

Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, 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 issuer or the market that is anticipated 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.

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 Securities entities located
outside of the United Kingdom.

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.

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.

Copyright and General Information:

Copyright 2020 Bank of America Corporation. All rights reserved. iQprofile*, iQmethod™ are service marks of Bank of America Corporation. 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.

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.

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
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