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Kevin Warsh primer

A challenging start

Kevin Warsh’s tenure as Fed Chair has started at a difficult time, with inflation surging
and the economy facing several shocks. In this piece, we give our take on Warsh’s stance
on key policy issues, the challenges he might face, and market implications.

Is Warsh a hawk or a dove?

Although Warsh has historically been a staunch hawk, his recent comments suggest he
will lean dovish as Fed Chair. But ongoing large upside surprises in inflation have led to a
sharp hawkish turn in market pricing and Fedspeak. We doubt Warsh will be able to
convince the FOMC to focus on his favored trimmed-mean metric rather than core PCE.
Such a shift that could be costly for Fed credibility, an issue he has often emphasized.

What has Warsh said about Al?

Warsh is bullish on Al. He thinks the Fed should cut rates in anticipation of disinflation
due to stronger productivity growth. He has made an analogy to Greenspan’s “bet” on
productivity in the mid-90s, at the start of the tech boom. We think this analogy will be a
hard sell to the FOMC. Most other policymakers prefer to wait and see on the Al impact.

What are Warsh’s views on the Fed balance sheet?

Warsh is a balance sheet hawk. He is likely to succeed in moderating Fed balance sheet
growth via liquidity changes & reduced bank reserve demand. We expect the reduction in
reserve demand could be $200-500bn. But it will happen slowly. In practice, Warsh may
only be able to slow the pace of Fed balance sheet growth rather than make material
cuts. Warsh will likely accelerate a balance sheet composition change. But the impact
will be near-zero unless Treasury surprisingly offsets via larger long-end auction sizes.

What changes does he want to make to communications?
Warsh wants the Fed to speak less and eschew forward guidance and data dependence.
He will probably go back to quarterly press conferences. We don’t expect him to do away
with the SEP anytime soon, even though he can probably do so unilaterally.

When should we expect to hear from Warsh?
Warsh’s first substantive comments on policy will likely be at the June press conference.
But we wouldn’t rule out a TV interview before the blackout period starts on June 6.

What are the USD implications of a Warsh-led Fed?

The USD outlook will depend on which Warsh appears. Warsh’s stated preference for
lower rates has offset an otherwise more USD-bullish backdrop. If Warsh persuades
FOMC voters to adopt a dovish stance in the face of inflationary pressures, the USD will
suffer. If either a) he moderates his recent dovish views, or b) a critical mass of the
committee resists, the USD should benefit from enhanced institutional credibility,
relative to embedded “Fed independence” risk premia.

Trading ideas and investment strategies discussed herein may give rise to significant risk and are
not suitable for all investors. Investors should have experience in relevant markets and the financial
resources to absorb any losses arising from applying these ideas or strategies.

BofA Securities does and seeks to do business with issuers covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.

Refer to important disclosures on page 9 to 11.
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Is Warsh a hawk or a dove?

Warsh was a staunch inflation hawk in his first term as a Fed Governor (2006-11). Even
when the economy was weak following the financial crisis, he was concerned that easy
Fed policy (particularly Quantitative Easing- QE) would cause an inflation problem down
the line. That said, it's worth noting that Warsh never dissented in an FOMC vote.

Recently, however, Warsh has taken a dovish stance. Before his nomination for Fed
Chair, he called for immediate interest rate cuts, arguing that the Fed is over-reacting to
its error on inflation in 2021-22 by keeping policy rates elevated. At the nomination
hearing, Warsh said the Fed should look through one-off changes in price levels due to
tariffs and geopolitics. He said the Fed should focus on measures of “underlying
inflation” and expressed a preference for median and trimmed-mean inflation over the
traditional core.

The inflation picture has deteriorated significantly

The challenge for Warsh will be that the narrative on inflation has changed substantially
since his nomination. Headline PCE is moving toward 4% because of the energy price
shock from the Iran conflict. Perhaps more importantly, core inflation has taken a big leg
up, with much of the impact of the conflict still in the pipeline and housing disinflation
now progressing much more slowly.

We expect core PCE to print at 3.3% y/y in April, with an annualized pace of more than
4% in the last five months. In response to the spike in inflation and resilient labor data,
the 2y yield has jumped by over 60bp on net since the time of Warsh’s nomination
(Exhibit 1). End-'27 Fed pricing has shifted from over two cuts to about one hike.

Importantly, the tone of Fedspeak has also shifted markedly. Even last year’s doves, such
as San Francisco Fed Daly and Governor Waller, have said that their base case is an
extended hold. Waller went so far as to say that he prefers to remove the easing bias
from the FOMC statement language and thinks hikes could be on the table if inflation
expectations de-anchor.

Exhibit 1: The surge in yields since the start of the Iran war has Exhibit 2: The signal from trimmed-mean inflation measures can vary
jeopardized Warsh's stated policy agenda widely based on the definition of the trim
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BofA GLOBAL RESEARCH of the monthly inflation distribution, and 24% off the bottom. Our symmetric trims take off 8%

and 24% off both sides of the distribution.

Trim your enthusiasm

Given this backdrop, we also find it unlikely that the committee will embrace a shift in
focus to trimmed-mean inflation. The strength of trimmed-mean measures is that they
are agnostic on what to exclude, whereas the core always excludes food and energy. But
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we also see three major drawbacks (See our report: US Economic Weekly: Trim your
enthusiasm).

First, the signal from the trimmed mean can vary meaningfully depending on how you
trim (Exhibit 2). The Dallas Fed trimmed mean is intentionally asymmetric: it trims more
off the top than the bottom, to reflect the fact that PCE inflation data are historically
negatively skewed. However, the Dallas Fed also noted that the inflation distribution has
been symmetrical (rather than negatively skewed) in recent months. That means that a
symmetric trim might be a more appropriate signal of underlying inflation today than the
standard asymmetric trim.

In March, the Dallas Fed’s asymmetric trimmed mean stood at just 2.4%. But we find
that symmetric trimmed means are in the 2.7-2.9% range, which would have different
implications for monetary policy. For reference, core PCE inflation was 3.2% y/y.

Another drawback of the trimmed measure is that it tends to lag core inflation around
turning points. We saw this in 2008 and 2009, when core cooled sharply, and in 2021-
2022, when core surged. This means that a focus on the trimmed mean could leave the
Fed behind the curve.

Last, we are concerned about the credibility cost of shifting focus away from the core at
this juncture. If the Fed were to adopt a new inflation measure that is coincidentally
80bp+ closer to the target when inflation has been overshooting for over five years,
markets might view that as cherry-picking and start to question the Fed's commitment
to its inflation target. In this event, inflation expectations would de-anchor.

Interestingly, Warsh has been very focused over the years on maintaining the Fed’s
inflation-fighting credibility and keeping inflation expectations anchored. In his
nomination testimony, he stated that “inflation is a choice”. l.e., it is mostly driven by
policy decisions rather than exogenous factors.

Exhibit 3: The u-rate troughed three years ago but has been little Exhibit 4: Inflation had been trending down for several years when
changed on net in recent quarters Greenspan made his bet on productivity in the mid-90s
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Limited labor commentary

Warsh has had much less to say on the labor market than inflation. In his nomination
testimony, he said that it appears to be around full employment. This is close to the
FOMC consensus and our own thinking. If he sticks with this view, it will be challenging
to advocate for cuts.

=~
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What has Warsh said about Al?

Warsh'’s dovishness is also driven by his views on Al. He expects a disinflationary
productivity boom due to Al adoption in coming years. He has even argued that the Fed
should look through a potential pickup in inflation due to Al investment demand because
it will be easily outweighed by the subsequent supply shock from adoption.

Warsh has argued that instead of reacting to the data, the Fed should make a forward-
looking “bet” on Al-driven disinflation by cutting rates. He has said this would be
analogous to Chair Greenspan’s bet on productivity during the tech boom of the 90s.

In our view, however, this is another area where Warsh is faced with a tough sell. The
analogy to the 90s is tenuous for two reasons. First, Greenspan did not advocate for rate
cuts on the back of his prescient call on productivity. Rather, he resisted calls to hike
rates despite falling unemployment, which other FOMC participants thought would cause
a pickup in inflation. This makes sense because although productivity growth is
disinflationary, it tends to raise the neutral policy rates. So cuts aren’t necessarily
warranted.

The other issue with the Greenspan analogy is that globalization was also driving
disinflation in the late 90s (NAFTA went into effect in 1994), giving the Fed leeway to
risk running the economy hot (Exhibit 4). At the moment, deglobalization, tariffs and
supply chain disruption risks from the Iran conflict are creating upside risks to inflation.

Notably, Fed officials have already started pushing back against the “cut rates in
anticipation of Al productivity” argument, even before Warsh has had a chance to
present it as Fed Chair. St. Louis Fed President Musalem recently said that it’s too early
to count on a productivity boom.

Chicago Fed President Goolsbee went one step further, arguing that hikes might be
warranted. His reasoning was that consumers pull forward their spending when a
productivity-driven acceleration in economic activity is widely anticipated. This appears
to be the case with Al. The result could be an inflationary demand boom, similar to the
late-90s, when the Fed was forced to raise rates.

Governor Waller, who spoke after Goolsbee at the same event, pushed back against the
need for hikes, arguing credit constraints would limit the upside to demand and inflation.
But even he didn’t argue for cuts.

What are Warsh’s views on the Fed balance sheet?

Warsh is a balance sheet hawk. In his view, QE subsidized government borrowing. This
encouraged fiscal expansion, which ultimately proved inflationary and precipitated rate
hikes. There is little doubt that Warsh would like to shrink the Fed’s $6.7tn balance
sheet. He has also argued that the Fed can lower rates to offset the financial tightening
impact of Quantitative Tightening (QT).

Central bank balance sheet sizes, once right sized, are determined by its liabilities. The
Fed right sized its B/S via QT until money markets reflected tightness in Q4 25. To
reduce sheet further, the Fed needs to shrink one of its three key liabilities: currency,
TGA and/or reserves. We offer details on each liability in our report: Warsh & Fed B/S:
more bark than bite. Reserves are likely the best opportunity for the Fed to reduce its
balance sheet.

Reserve reduction: bank friendly or unfriendly?
To reduce reserves, we think there are 2 paths: (1) bank unfriendly (2) bank friendly.

Bank unfriendly: Warsh can tell banks that reserves are capped or tiered (tier = some
reserves not fully paid Interest on Reserves (IOR)). Reserve caps or tiers would make
banks sub-optimally liquid. Sub-optimally liquid banks likely would be less willing to take
risk (i.e. less market making, less loan growth willingness). Less bank risk = slower
economy. We think that makes Warsh unlikely to pursue this option.
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Bank friendly: Warsh is more likely to pursue bank friendly ways to reduce reserve
demand via de-regulation. This would include allowing banks to pre-pledge collateral to
Fed discount window for instant monetization. Pre-pledging collateral will expand bank
High Quality Liquid Assets (HQLA). More HQLA = fewer reserves needed. We estimate
this would result in reserves declining slowly by $200-500b (~10% total).

This approach would shift the "reserve demand curve'. Lower reserve demand will first
put downward pressure on funding (Exhibit 5). Fed can later grow sheet slower / reduce
sheet to normalize funding (Exhibit 6). Importantly, bank de-reg reserve demand drop
will not tighten financial conditions (FCI). If no FCI tightening, no need for rate cuts.

Key question for funding markets: ample or scarce? We think ample

The most important question for funding markets will be: does Warsh support ample or
scarce reserves? Our answer: ample. Fed definitions of ample & scarce, for a given move
in reserves: ample = limited money market movement; scarce = large money market
movement.

We strongly believe Warsh would support ample; if not, he would likely be forced to
support it. Ample benefit = easy to implement, ensures banking system flush with cash,
limits money market volatility, & supports modestly easier financial conditions. Ample
cost = slightly larger balance sheet. Scarce benefits & costs are opposite of ample.

We expect Warsh would support ample because it underpins easy financial conditions.
We believe President Trump cares much more about easy financial conditions than size
of Fed B/S, and we expect Warsh to have an open ear for the President’s policy
preferences.

Exhibit 5: Stylized Fed reserve demand and supply curves if reserve demand curve shifts left
If reserve demand curve shifts left due to de-reg, it will place downward pressure on funding rates
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Exhibit 6: Stylized Fed reserve demand and supply curves if reserve demand curve shifts left and Fed
reduces supply of reserves

If funding rates decline, the Fed can reduce the supply of reserves and bring money market rates back up to
IORB but maintain “ample” reserves
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Balance sheet reduction timing, composition, & impact

In his nomination testimony, Warsh said that balance sheet cuts would happen slowly
and deliberately. We think this probably means Warsh has conceded the Fed will remain
in an ample reserve regime. In turn, the main avenue for balance sheet cuts will be
liquidity deregulation that reduces bank demand for reserves. In our view, regulatory
changes are in the pipeline. We have estimated the Fed could reduce reserves by $200-
500b but expect the process will be slow. The FOMC would likely be amenable to cut the
Fed’s Treasury portfolio commensurately.

We doubt the committee will be on board with the second part of Warsh’s arguments,
i.e. that QT should be offset by rate cuts. For one, balance sheet policy is widely viewed
as much less impactful for markets than policy rate adjustments. For another, liquidity
deregulation already amounts to financial easing, which would arguably be offset by QT.
So there wouldn’t be a strong case to ease financial conditions further by lowering rates.

Warsh also said in his testimony that the Fed should only own Treasury Bills: it should
get longer-dated securities off its balance sheet. We think the committee would be open
to the idea that the Fed should not be taking duration risk.

We expect Warsh to impact Fed balance sheet composition via (1) return to mostly
Treasury portfolio (2) shorten WAM of Fed's UST holdings. Both are happening now.
Warsh likely to speed WAM shortening, but it won't impact markets b/c mechanics. The
mechanics are detailed & in our report: Warsh & Fed B/S: more bark than bite. Fed
shortening of their UST WAM will not have a market impact unless the Treasury
Secretary surprisingly offsets some of the mechanical impacts via larger long end UST
auction sizes.

What changes does Warsh want to make to Fed

communications?

Warsh wants policymakers to give fewer outlook speeches and opposes forward
guidance. In his view, the more the Fed guides the markets, the less discretion it has in
determining policy. He also opposes data dependence, because i) it makes policy
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backward-looking, and ii) it could cause markets to be too responsive to the minutiae of
data releases, even though these figures are just estimates with large error bands.

In terms of reducing communication, we think it’s likely that Warsh will go back to
quarterly press conferences. Powell started doing press conferences after every meeting
in 2019. But before that, Bernanke (starting in 2011) and Yellen both did their pressers
on a quarterly cadence.

Many clients have asked whether Warsh will get rid of the Summary of Economic
Projections (SEP), or at least the dot plot. This would be consistent with his objections
to forward guidance and data dependence. The SEP was introduced in 2007, and the dot
plot was added in 2012. Neither addition required a formal vote. Therefore, in theory,

Warsh could terminate them unilaterally. But we doubt he will. At least not anytime soon.

The Fed reviewed its communication strategy as part of its framework review that
concluded last year. Powell, who is not a fan of the dot-plot, has noted that none of the
potential changes that were discussed received strong support across the committee.
Therefore, if Warsh were to do away with the SEP or dot plot, he would likely be doing
so against the wishes of a large majority of the FOMC. We think the potential cost of
antagonizing his colleagues in this manner at the start of his tenure would outweigh any
perceived benefits.

We've also received some inquiries on whether Warsh can compel FOMC participants to
give fewer speeches. Our understanding is that he cannot. The regional Presidents
answer to their respective Boards and the other Governors answer to Congress, rather
than to the Fed Chair.

When should we expect to hear from Warsh?

Given how far markets have moved since Warsh’s nomination, his first policy comments
will likely be a major event. The next blackout period starts on Saturday, June 6. We
doubt there is enough time for him to work with his staff to formulate an outlook before
then. Therefore, we expect his first substantive policy remarks to be at the June FOMC
press conference, but we wouldn’t rule out a TV interview this week or next.

There is substantial uncertainty about Warsh'’s tone at the June press conference. Our
best guess is that he will try to downplay the rates decision and shift focus to his big-
picture outlook, e.g. on productivity. He might say the Fed is on hold until there is more
clarity on the impact of the conflict but his own base case is that inflation will start
decreasing again. And in that scenario, the majority of the committee would support
additional cuts.

After the June press conference (we assume there will be one), Warsh will get a chance
to comment on policy at the semiannual testimony before Congress in June/July. Fed
Chairs have typically not used these testimonies as an avenue to express market-moving
views, but Warsh might choose to break that norm. Warsh will also get to speak at
Jackson Hole. We think he will use that speech to focus on his longer-term agenda,
rather than the near-term policy path. Especially because he would probably have given
at least one policy speech by that stage.

What are the USD implications of a Warsh-led Fed?

In short, the jury is still out. The low of the DXY index over the past 4.5 years
corresponds almost exactly to the announcement date of Kevin Warsh as Fed Chair
nominee (30 Jan 2026), with the index up nearly 3% since then. (Exhibit 8) We view this
as more of a coincidental “fun fact” above all else, as there have been bigger forces at
play influencing the USD at that time. That said, however, there were other potential
candidates perceived to be more “USD negative” than Warsh, so the directional reaction
was reasonable.

But this has long been priced into the USD. Chair Warsh’s stated preference for lower
rates has served as a counterweight to what otherwise would be a more bullish USD
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environment. (see our report: Fading the USD Vibe-cession 13 May 2026) But this would
have most likely been the case with any of the likely Fed chair candidates. Since Chair
Warsh has a history of a hawkish bias (prior to being considered for chair), the market
will be listening intently to see just how committed he will be to combating upside
inflation, perhaps at the political cost of higher rates.

If over time Chair Warsh pushes for rate cuts in a strong growth and inflationary
environment, policy/market uncertainty would rise, presuming the balance of the other
voting members disagree. The market would still weigh Char Warsh’s views more than
any other committee member, but a scenario where the Chair is outvoted in the hawkish
direction ultimately should speak to institutional resilience—a prerequisite for USD
strength.

So is Fed independence still a concern for the USD?

While concerns over “Fed independence” have quieted down they remain a key factor for
the USD under the surface. As events of the past year have served to place “Fed
independence concerns” towards the top of the list motivating USD bears, the Warsh
nomination (by itself) did not add fuel to this fire, per se.

According to our FX and Rates sentiment survey, “Fed independence” has at times
registered as the biggest potential catalyst for a leg lower in the USD among a plurality
(not majority) of respondents. (Exhibit 7) More recently, those who view “excessively
loose US monetary policy” as the biggest USD downside risk has waned. This is likely
due in part to the resilient US data, and the diminished likelihood that a critical mass of
voting FOMC members will advocate for easing amid the current inflationary backdrop.
Indeed, respondents have shifted from seeing excessive Fed accommodation as the
biggest USD-negative factor dropped notably from April to May.

Exhibit 7: Potential catalyst for the next leg lower in the USD?
Fed independence risk seen as the main risk for lower USD

Attacks on the Fed/US institutional

Exhibit 8: The DXY's cyclical bottom coincidentally corresponds
with the announcement of Warsh as Fed Chair nominee
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regulated by the Comisién Nacional Bancaria y de Valores; BofAS Japan: BofA Securities Japan Co., Ltd., regulated by the Financial Services Agency; Merrill Lynch (Seoul): Merrill Lynch
International, LLC Seoul Branch, regulated by the Financial Supervisory Service; Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd,, regulated by the Securities and Futures Bureau;
BofAS India: BofA Securities India Limited, regulated by the Securities and Exchange Board of India (SEBI); Merrill Lynch (Israel): Merrill Lynch Israel Limited, regulated by Israel Securities
Authority; Merrill Lynch (DIFC): Merrill Lynch International (DIFC Branch), regulated by the Dubai Financial Services Authority (DFSA); Merrill Lynch (Brazil): Merrill Lynch S.A. Corretora de Titulos e
Valores Mobiliarios, regulated by Comisséo de Valores Mobiliarios; Merrill Lynch KSA Company: Merrill Lynch Kingdom of Saudi Arabia Company, regulated by the Capital Market Authority.

This information: has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties (as each is defined in the rules of the FCA
and the PRA) by MLI (UK), which is authorized by the PRA and regulated by the FCA and the PRA - details about the extent of our regulation by the FCA and PRA are available from us on request;
has been approved for publication and is distributed in the European Economic Area (EEA) by BofASE (France), which is authorized by the ACPR and regulated by the ACPR and the AMF; has
been considered and distributed in Japan by BofAS Japan, a registered securities dealer under the Financial Instruments and Exchange Act in Japan, or its permitted affiliates; is issued and
distributed in Hong Kong by Merrill Lynch (Hong Kong) which is regulated by HKSFG; is issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by BofAS
India; and is issued and distributed in Singapore to institutional investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch (Singapore)
(Company Registration No 198602883D). Merrill Lynch (Singapore) is regulated by MAS. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distributes
this information in Australia only to 'Wholesale' clients as defined by 5.761G of the Corporations Act 2001. With the exception of Bank of America N.A, Australia Branch, neither MLEA nor any of
its affiliates involved in preparing this information 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 information in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch (DIFC) is
authorized and regulated by the DFSA. Information prepared and issued by Merrill Lynch (DIFC) is done so in accordance with the requirements of the DFSA conduct of business rules. BofA
Europe (Frankfurt) distributes this information in Germany and is regulated by BaFin, the ECB and the CBI. BofA Securities entities, including BofA Europe and BofASE (France), may
outsource/delegate the marketing and/or provision of certain research services or aspects of research services to other branches or members of the BofA Securities group. You may be contacted
by a different BofA Securities entity acting for and on behalf of your service provider where permitted by applicable law. This does not change your service provider. Please refer to the Electronic
Communications Disclaimers for further information.

This information has been prepared and issued by BofAS and/or one or more of its non-US affiliates. The author(s) of this information may not be licensed to carry on regulated activities in your
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jurisdiction and, if not licensed, do not hold themselves out as being able to do so. BofAS and/or MLPF&S is the distributor of this information in the US and accepts full responsibility for
information distributed to BofAS and/or MLPF&S clients in the US by its non-US affiliates. Any US person receiving this information and wishing to effect any transaction in any security
discussed herein should do so through BofAS and/or MLPF&S and not such foreign affiliates. Hong Kong recipients of this information should contact Merrill Lynch (Asia Pacific) Limited in
respect of any matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this information. Singapore recipients
of this information should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this information. For clients that are not accredited investors,
expert investors or institutional investors Merrill Lynch (Singapore) Pte Ltd accepts full responsibility for the contents of this information distributed to such clients in Singapore.

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Securities.

This document provides general information only, and has been prepared for, and is intended for general distribution to, BofA Securities clients. 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 document 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, 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. Digital assets are extremely speculative, volatile
and are largely unregulated. 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.

Futures and options are not appropriate for all investors. Such financial instruments may expire worthless. Before investing in futures or options, clients must receive the appropriate risk
disclosure documents. Investment strategies explained in this report may not be appropriate at all times. Costs of such strategies do not include commission or margin expenses.

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.

This report may contain a trading idea or recommendation which highlights a specific identified near-term catalyst or event impacting a security, issuer, industry sector or the market generally
that presents a transaction opportunity, but does not have any impact on the analyst’s particular “Overweight” or “Underweight” rating (which is based on a three month trade horizon). Trading
ideas and recommendations may differ directionally from the analyst’s rating on a security or issuer because they reflect the impact of a near-term catalyst or event.

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
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.

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 2026 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. This document
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (Al) models or as an input in any Al application (collectively, an Al
tool). Any attempt to utilize this document or any of its content in connection with an Al tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global
Research utilizes Al, including machine learning and other technologies, to enhance the services we provide to our clients. These technologies assist our analysts in various aspects of their work,
including but not limited to data analysis, content extraction, content creation, data aggregation and summarization and identifying relevant information from diverse sources. All Al-driven
processes are subject to review by BofA Global Research employees. 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 sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any
issuer or security.

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.
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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
information.
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