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13 January 2010 Leading the way to recovery

Economic update

Truck, Port, and Airfreight volumes moving to first derivative growth

Rail carloadings turning positive – focus on where they trend in 1Q10

Pricing renaissance moves into latter stages – “inflation plus”

Rails proved to be more variable than anticipated (look to incremental mrgn)

Capex above maintenance levels

Legislative review

Returns on invested capital still below cost of capital levels

Stock performance – recent, past out-performance, and ahead of turns

Outperformed S&P 500 for 10 consecutive years

Trading at top end of historical ranges – indicating rebound potential

Typically early cycle investment
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13 January 2010 Economic update

Normal cycle – Truckload, Rails, Airfreight…

GDP and rail carloadings move toward growth

Typically 3 quarters after bottom reach positive growth

Following past 10 post-war recessions, average GDP growth rate was 5.4%

After 2 worst recent recessions (1973-75, 1982-83), post-growth rate was 6.2%

We target ~3.5% carload growth on average

Source:  Federal Reserve Board, American Association of Railroads, and BofA Merrill Lynch Global Research
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13 January 2010 Economic update

ISM leads Industrial Production

Carloadings:  1/3 Industrial, 1/3 retail, 1/3 weather

ISM at 55, showing upside gaps, such as in ISM employment index, typically strong 
signal

Source:  Institute for Supply Management, Federal Reserve Board, and BofA Merrill Lynch Global Research
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13 January 2010 Economic update

Inventory to Sales ratcheted up despite de-stocking to some of the lowest 
inventory levels on record, as sales dissipated faster

Reversed course and moving back down as % of sales as sales improve and 
inventories remain lean

Still fear to rebuild inventories

Thus, express freight doing well

Source:  Census Bureau/Haver Analytics and BofA Merrill Lynch Global Research
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13 January 2010

Truck, Port, & Airfreight data are 
moving toward growth

Truck Tonnnage moving out of depths

Truck tonnage declines have decelerated
for the past 6 months, traditionally signals
an improving economy by 9 months.

We have entered an extended period of
easier compares

~5.7 million trucks; 500,000+ registered
companies with DOT

45% of cos own only 1 truck,
82% own fewer than 20

Notable bankruptcies:

November – McKelvey and Sitton

Dec/Jan – Arrow (1,400 trucks) and Carlen (105 trucks)

Source:  ATA and BofA Merrill Lynch Global Research

Adjusted Truck Tonnage
2005 2006 2007 2008 2009

JAN 121.2 117.1 112.2 117.4 104.6
FEB 116.3 115.2 113.2 117.4 106.2
MAR 112.9 112.3 113.8 115.5 101.4
APR 116.2 114.9 112.2 114.2 99.2
MAY 114.2 114.9 110.6 114.9 102.3
JUN 113.4 114.1 110.4 115.6 99.8
JUL 115.0 115.1 110.5 113.8 102.0
AUG 114.1 108.9 110.1 112.6 104.1
SEP 114.9 114.4 111.4 112.0 103.8
OCT 115.5 112.5 111.5 109.3 103.6
NOV 117.5 109.4 112.7 110.3 106.4
DEC 116.9 115.0 116.2 101.7

 
Year-Over-Year

2005 2006 2007 2008 2009
JAN 9.4% -3.4% -4.2% 4.6% -10.8%
FEB 2.7% -1.0% -1.7% 3.7% -9.5%
MAR 0.6% -0.5% 1.3% 1.5% -12.2%
APR 2.4% -1.2% -2.3% 1.8% -13.2%
MAY 0.5% 0.6% -3.8% 3.9% -11.0%
JUN 0.5% 0.6% -3.3% 4.7% -13.6%
JUL 0.8% 0.0% -3.9% 3.0% -10.4%
AUG 1.6% -4.5% 1.0% 2.3% -7.5%
SEP 2.1% -0.4% -2.6% 0.6% -7.3%
OCT 2.1% -2.5% -0.9% -2.0% -5.2%
NOV 3.4% -6.9% 3.0% -2.1% -3.5%
DEC 3.1% -1.6% 1.1% -12.5%
   Average 2.4% -1.7% -1.4% 0.8% -9.5%
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13 January 2010

Truck, Port, & Airfreight data are 
moving toward growth

Port Volumes and Air Cargo
also moving out of depths

Ports move from -20% in June
to down -1% in November

Airfreight ended 15 months
of declines, posting its first
growth in November.

Source:  ATA and BofA Merrill Lynch Global Research

Airfreight Tonnage (% change)
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

JAN 12.2% 1.7% (7.9%) 6.9% 0.6% 6.7% 1.2% 2.1% 6.0% (21.2%)
FEB 15.8% (5.8%) (8.5%) 4.4% 9.3% (1.3%) 2.1% 0.7% 6.0% (21.1%)
MAR 12.5% (4.7%) (7.2%) 2.5% 6.6% 3.5% 6.0% (2.0%) (1.1%) (20.8%)
APR 8.9% (8.6%) 0.2% 1.9% 6.9% 0.3% 5.4% (2.0%) 8.2% (21.5%)
MAY 9.1% (5.7%) 0.5% (2.8%) 7.5% (3.8%) 9.9% 2.1% 1.5% (20.0%)
JUN 7.9% (9.6%) 1.8% (4.6%) 10.1% 2.4% 6.3% (0.3%) (2.9%) (15.0%)
JUL 2.7% (9.6%) 5.3% 0.9% 6.7% (1.7%) 4.7% 1.8% 2.9% (13.3%)
AUG 9.6% (10.4%) 2.6% (2.6%) 5.6% 1.6% 9.7% 1.8% (6.6%) (11.8%)
SEP 4.0% (25.3%) 19.9% (0.4%) 11.1% 2.7% 3.8% 0.0% (7.0%) (3.0%)
OCT 3.7% (24.5%) 19.0% (6.1%) 7.2% 0.2% 0.7% 2.8% (6.2%) (1.2%)
NOV 5.6% (15.7%) 14.2% (4.2%) 7.9% 3.5% 2.8% 3.5% (17.1%) 7.0%
DEC (4.7%) (16.7%) 8.4% 4.7% 11.4% 1.8% (2.3%) 3.1% (16.9%)

Full Year 8.1% (11.5%) 4.6% (0.2%) 7.6% 1.3% 4.1% 1.1% (3.1%)
YTD (13.1%)

TOP 9 of 10 US Ports (78% of total)
Loaded Y-O-Y Loaded Y-O-Y

2008 TEUS Change 2009 TEUS Change
Jan 1,931,530 1.8% Jan 1,588,858 -17.7%
Feb 1,999,740 7.1% Feb 1,394,419 -30.3%
Mar 1,968,106 -0.1% Mar 1,632,669 -17.0%
Apr 2,054,207 4.2% Apr 1,658,426 -19.3%
May 2,115,539 2.0% May 1,745,064 -17.5%
Jun 2,116,158 -2.4% Jun 1,695,858 -19.9%
Jul 2,130,554 0.4% Jul 1,793,458 -15.8%
Aug 2,162,394 -0.9% Aug 1,881,981 -13.0%
Sep 2,079,526 -5.3% Sep 1,826,608 -12.2%
Oct 2,064,256 -5.7% Oct 1,922,168 -6.9%
Nov 1,823,793 -13.9% Nov 1,480,916 -1.4%
Dec 1,608,817 -20.6% Dec ---- ----

Total 24,054,622 -2.9% 2009 YTD 18,620,425 -15.8%
Source:  Ports of LA, LB, Charleston, Savannah, Oakland, Houston, Seattle, Tacoma, Department of Transportation, 
New York. Top 9 of 10 US Ports ~ 78% of All US Ports.
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13 January 2010 Rail carloads posting growth

Rail carloadings posting year-over-year positive growth for a few sequential 
weeks for the first time since Fall 2006

Source:  American Association of Railroads
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13 January 2010 Rail absolute trends look strong

Rail volume improvement is widespread

Source:  AAR and BofA Merrill Lynch Global Research.  Note:  CSX includes Week 1 2010; Total does not as data will be released Thursday (tomorrow).
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13 January 2010 Growth across commodities

Autos post accelerating growth for 12 consecutive weeks, 8 of which are 
positive growth

Forest Products just ended 202 consecutive weeks of negative growth (since 
4th week of 2006, now 2 consecutive upticks).  Averaged -15% over 4 years.

Source:  AAR and BofA Merrill Lynch Global Research
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13 January 2010 Growth across commodities

Coal was a concern with record inventories
- along comes needed cold snap and high Natural Gas prices

Source:  AAR, BofA Merrill Lynch Global Research and Genscape
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13 January 2010 Rails said we needed severe cold…

Retail team likes to highlight cold weather/heating days.

Not a meteorologist, but a skiier.  So just love the snow cover.  Just left a Blizzard in VT with 18 inches.

WINTER WEATHER OUTLOOK
Regionally, the West will turn colder and stormier 
with very heavy snowfall for even the Southwest of 
the U.S. More heavy rain for Texas and the 
Southeast will bring more threats for flooding 
which is likely to become widespread and severe 
this Spring. The next nationwide cold snap is 
likely the front half of February through 
Valentine’s Day and President’s Day weekend 
which could also be quite snowy with the 
continued threat for East Coast snow storms.

Source:  Weather Trends International 
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13 January 2010 Growth across commodities

Intermodal – containers posting growth

Grain – still room to go with delayed harvest due to Fall rains

Source:  AAR and BofA Merrill Lynch Global Research
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13 January 2010

Pricing renaissance moves into latter 
stages – “inflation plus”

Pricing commentary

Pricing renaissance that began in 2004 continues

However, expect future pricing increases at rail cost inflation plus (+100-200 bps)

Need to achieve proper returns in order to reinvest

Avg Rev/Car Growth
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13 January 2010

Rails proved to be more variable 
than anticipated

To soften the downturn, rails focused on reducing equipment

Parked >20% locomotives

Parked >20% cars (and returned leased cars and locomotives)

Furloughed employees

Additionally, focused on structural cost potential

Closed yards (CSX hump yard in Buffalo, NY)

Enhanced operations (BNSF new operating yard plan)

Increased train lengths (CSX by 13%, KSU by 13%)

Posted improved service levels (near record velocity, dwell time)
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13 January 2010 Pulled assets out quickly

At peak, locomotives, cars, and employees were down 15%-30%

Between 10%-35% of the parked equipment is back on line

Still have assets to bring back on line – leading to incremental margin oppty
Cars Locomotives Workers

Stored Stored Furloughed

BNI 1Q09 43,000 900* 2,500
2Q09 3,000
3Q09 28,800 900 2,800

*200 were taken off lease
~4,000 locos active currently

CP 1Q09 16,000 540 2,400
3Q09 n/a n/a n/a

CSX 1Q09 30,000 500 2,400
3Q09 26,100 640 1,600

KSU 1Q09 6,000 =36% of fleet
5,300 =26% of fleet

NSC Peak (May) 35,000 700
3Q09 22,000 380

UNP Peak 71,000 1,900 5,300
3Q09 50,000 1,700 4,100

Source:  Company reports.
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13 January 2010 Structural changes provides oppty

Operational changes should provide incremental margin opportunity

 10/30/2009
T&E Employees furloughed 1,562        
% of total 14%

Locomotives stored 613           
% of total 17%

Freight cars stored 24,170      
% of total 30%

 2008 2009 % Improvement
- Fuel

Short-term - Car Hire
Variable Costs - Unit Train Crews

- Third Party  Services
- Terminal Operations

Long-term - Scheduled Network  Crews
Variable Costs - Yard and Local Crews

- Locomotives and Freight Cars
- Deprec iat ion

F ixed and - Track Maintenance
Indirec t Cos ts - Pens ion and Property Taxes 2,630 2,314 12%

- General and Administrative
- Technology  and Other

Total Operat ing Expenses $6,505 $5,019 23%

$1,289$2,216 42%

1,4161,659 15%

Source: CSX

CSX productivity gains drive costs lower
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Kansas City Southern increases train lengths 13%

Source: Kansas City Southern

Source: CSX

CSX moved quickly to park extra assets



18

13 January 2010

Despite cost reductions, service 
levels still improve

Service metrics reach all time highs…

Velocity

Terminal dwell

Source:  BofA Merrill Lynch Global Research and company reports
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13 January 2010

Rails proved to be more variable 
than anticipated – what is fixed?

Past 6 years, rails have shown structural move to reduce costs and benefit 
from improved pricing environment

Need to demonstrate that as volumes come back, they have structurally 
altered cost base – all eyes on this!

Source:  BofA Merrill Lynch Global Research and company reports

70.0%

72.0%

74.0%

76.0%

78.0%

80.0%

82.0%

84.0%

86.0%

1Q
03a

2Q
03a

3Q
03a

4Q
03a

1Q
04a

2Q
04a

3Q
04a

4Q
04a

1Q
05a

2Q
05a

3Q
05a

4Q
05a

1Q
06a

2Q
06a

3Q
06a

4Q
06a

1Q
07a

2Q
07a

3Q
07a

4Q
07a

1Q
08a

2Q
08a

3Q
08a

4Q
08a

1Q
09a

2Q
09a

3Q
09a

4Q
09e

500 bp OR improvement in 6 years



20

13 January 2010 Capex still above maintenance levels

Capex remains above maint levels and at a high historical level
- Returns must stay solid, and continue to improve, for rails to keep spending

Source:  BofA Merrill Lynch Global Research and company reports

2004 2005 2006 2007 2008 2009e 2010e 2011e
Total Capex 7,418 8,414 9,377 10,532 11,125 9,666 10,155 10,559

y-y change 13.4% 11.4% 12.3% 5.6% -13.1% 5.1% 4.0%
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13 January 2010 Legislative overhang remains

Surface Transportation Board Reauthorization Act of 2009 (S.2889)

4 separate mentions of the need to ensure rails earn proper returns on embedded 
capital and potentially on replacement capital 

Places burden on rails to prove rates are reasonable in some cases

Establishes bottleneck and terminal switching rates, eliminates paper barriers, and 
establishes arbitration for smaller shippers – each need details to determine impact

Adds
- 2 new commissioners (shipper view)
- Provision for STB to investigate without a complaint (more proactive)
- Additional bureaucracy (ombudsman, customer advocate, 9th seat on rail-shipper 

transportation advisory council)
- Mandatory studies (URCS, replacement cost, rail practices, rail car interchanges)

Will Anti-trust find its way in?

Out of Committee…will it see floor time?…and when will House T&I move forward?

Oberstar focused on highway reauthorization

Will ATA call for trucks to increase weights and break with rail agreement?
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13 January 2010

Returns on invested capital below 
cost of capital levels

Returns on invested capital – falling below cost of capital levels

Average ROIC has increased 300 bps to 10.1% over past 7 years

Returns expected to fall 250 bps in 2009

STB Cost of Capital was set at 11.75% for 2008, well above current 7% return avgs
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Source:  BofA Merrill Lynch Global Research, STB, and company reports



23

13 January 2010

Stock performance –
out of downturns

Stock performance – recent, past outperformance, and ahead of turns

Outperformed S&P 500 for 10 consecutive years

Trading range remains within historical boundaries

Early cycle investment
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Stock performance –
out of downturns

Stock performance peak to trough leaves upside for rail stocks

Source:  BofA Merrill Lynch Global Research and Reuters.  Index includes U.S. Class I rails excluding KSU.

1990-1991 Recession Date Index % chg Days
Peak 7/13/90 100.04    
Trough 11/1/90 77.32      -23% 111.00    
Prior Peak 4/17/91 100.37    30% 167.00    

2001 Recession Date Index % chg Days
Peak 5/16/01 205.53    
Trough 9/20/01 145.59    -29% 127.00    
Prior Peak 3/4/02 206.70    42% 165.00    

Dec. 2007 to Present Date Index % chg Days
Peak 5/30/08 133.17
Trough 3/9/09 55.85 -58% 283.00
Prior Peak 1/11/10 112.68 102% 308.00

*Upside still left to match peak -16%
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Stock performance –
out of downturns

Rails remain within one standard deviation of historical forward P/E avg

Source:  BofA Merrill Lynch Global Research, Reuters, First Call, Factset, and Bloomberg
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I, Ken Hoexter, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject securities and issuers. I also 
certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or view expressed in this research report.
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The analyst(s) responsible for covering the securities in this report receive compensation based upon, 
among other factors, the overall profitability of Bank of America Merrill Lynch, including profits derived 
from investment banking revenues.
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FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income 
Rating. VOLATILITY RISK RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. 
INVESTMENT RATINGS reflect the analyst’s assessment of a stock’s: (i) absolute total return potential and (ii) 
attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There are three 
investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in 
the coverage cluster; 2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy 
rated stocks and 3 - Underperform stocks are the least attractive stocks in a coverage cluster. Analysts assign 
investment ratings considering, among other things, the 0-12 month total return expectation for a stock and the firm’s 
guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced 
to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the 
potential price appreciation (depreciation). 
Investment rating Total return expectation (within 12-month period of date of 

initial rating) 
Ratings dispersion guidelines for coverage 
cluster* 

Buy ≥ 10% ≤ 70% 
Neutral ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
* Ratings dispersions may vary from time to time where BofAML Research believes it better reflects the investment prospects of stocks in a 
Coverage Cluster. 

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 
8 - same/lower (dividend not considered to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of 
stocks covered by a single analyst or two or more analysts sharing a common industry, sector, region or other classification(s). A 
stock’s coverage cluster is included in the most recent BofAML Comment referencing the stock. 
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BofA Merrill Lynch (BofAML) Research refers to the combined Global Research operations of Merrill Lynch and BAS.

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.

Merrill Lynch Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf.

"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates, including BofA (defined below). "BofA" 
refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL") and their affiliates. Investors should contact their 
Merrill Lynch or BofA representative if they have questions concerning this report.

Information relating to Non-US affiliates of Merrill Lynch and Distribution of Affiliate Research Reports:

MLPF&S, BAS, and BASL distribute, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill 
Lynch (France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch (South 
Africa): Merrill Lynch South Africa (Pty) Ltd; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner & Smith 
Limited; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch 
(Singapore): Merrill Lynch (Singapore) Pte Ltd; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa 
de Bolsa; Merrill Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch 
International Incorporated (Seoul Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT 
Merrill Lynch (Indonesia): PT Merrill Lynch Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; 
Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch 
International, Dubai Branch; MLPF&S (Zürich rep. office): MLPF&S Incorporated Zürich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets 
Espana, S.A.S.V.; Merrill Lynch (Brazil): Banco Merrill Lynch de Investimentos S.A.

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized 
and regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America 
Securities - Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch 
(Asia Pacific) Limited and Banc of America Securities Asia Limited, which are regulated by the Hong Kong SFC and the Hong Kong Monetary Authority; is issued 
and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed investment 
adviser regulated by the Malaysian Securities Commission; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in 
Singapore by Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and 
198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank), Merrill Lynch 
(Singapore) Pte Ltd and Bank of America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities 
(Australia) Limited (ABN 65 006 276 795), AFS License 235132 provides this report in Australia in accordance with section 911B of the Corporations Act 2001 
and neither it nor any of its affiliates involved in preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor 
regulated by the Australian Prudential Regulation Authority. No approval is required for publication or distribution of this report in Brazil.
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Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in 
the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person (other than BAS, BAI 
and their respective clients) receiving this research report and wishing to effect any transaction in any security discussed in the report should do so through 
MLPF&S and not such foreign affiliates.

BAS distributes this research report to its clients and accepts responsibility for the distribution of this report in the US to BAS clients. Transactions by US persons 
that are BAS clients in any security discussed herein must be carried out through BAS.

General Investment Related Disclosures:

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to 
buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for 
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial 
situation and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments 
and implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be 
realized. Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the 
information in the prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general 
and, derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial 
instrument or derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable 
information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities 
and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may 
lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the 
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different 
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to 
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating.

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.
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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 Merrill Lynch entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the 
handling of research conflicts, which is available upon request.

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.

Merrill Lynch is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any 
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

Merrill Lynch, through business units other than BofAML 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 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.

Copyright and General Information regarding Research Reports:

Copyright 2010 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of 
Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the 
use of 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 Merrill Lynch. Merrill Lynch research reports are distributed simultaneously to internal and client websites and other portals by 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 Merrill Lynch.

Materials prepared by Merrill Lynch 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 Merrill Lynch, including investment banking personnel. Merrill Lynch has 
established information barriers between BofAML Research and certain business groups. As a result, 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. Merrill Lynch research personnel’s 
knowledge of legal proceedings in which any 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 Merrill Lynch in 
connection with the legal proceedings or matters relevant to such proceedings.
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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). Merrill Lynch 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 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. Merrill Lynch is not responsible for the content of any third-party website or any linked content 
contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. 
The inclusion of a link in this report does not imply any endorsement by or any affiliation with 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. Merrill Lynch is not 
responsible for such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment 
recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer 
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

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 BAS, MLPF&S or any of their 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 Merrill Lynch nor any officer or employee of 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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