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Today the Fed's fixed-rate overnight reverse repo facility (ON RRP) saw the highest uptake in the
post-COVID era, with 526.6bn of liquidity drained from money market funds and other eligible

counterparties.

Biden Administration economic impact payments from the recent stimulus bill are rolling out the
door, with debits to the Treasury’'s General Account (TGA) being credited to banks via Fed Funds.

In other words, TGA declines are increasing liquidity, on top of QE purchases which do the same.

Excess liquidity has been pressuring repo rates and bill yields towards negative territory, and the
uptick in overnight reverse repo is the mechanical result.

Below we show how shifts in the volume of reserves outstanding, the Treasury General Account's
balance, and uptake of the ON RRP lead to changes in liquidity conditions more generally.

Reserves Surge Due To QE And Liquidation of Treasury General Account (S bn)
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Hedge Fund Exposure
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Interestingly enough, HEDGE FUNDS have been loading up in Energy stocks
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Tactical Sentiment




Jim Bianco @biancoresearch - 6m
Replying to @biancoresearch

What is the plumbing problem? 100 million checks of $1,400 will be out by
Monday. So tens of millions are out now. This tidal of money is hitting the
banking system and driving funding rates to zero or negative.

Negative rate stress the funding markets (“the plumbing")
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What Direction Do AAll
Members Feel The Stock
Market Will Be In The Next 6
Months?

Sentiment Votes

Week Ending I Bullish [ Neutral [JJj Bearish

3/17/2021 EELERANNY AR Y
3/10/2021 R YARNY A bR
3/3/2021 40.3% | 34.4% 25.3%

2/24/2021 EEERFIEC R SR

Historical View

Historical o
Averages [adadall 1 EELEE

1-Year
Bullish CER:YA Week Ending 11/11/2020
High:

1-Year
Neutral <25 Week Ending 3/3/2021
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1-Year

Bearish YA Week Ending 5/6/2020
High

AAII: The American Association of Individual Investors




AAIl Sentiment Survey: Bullish
sentiment is at an unusually high level
for the second consecutive week.
aail.com/sentimentsurvey

What Direction Do AAIl Members Feel The Stock Market Will Be In The Next 6 Months?

Sentiment Votes
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Fear & Greed Over Time
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FUNDSTRAT’S TOM LEE

Seventh, as we wrote last week, after
markets make new highs, a pattern of
chop for 7-10 days follows.  This
certainly is at play today. But as we
wrote last week, we think the highest
probability is a +10% move to S&P 500
4,300. This is still our base case.

Bottom line: As painful as the
sloppiness felt today, we think this is a
textbook chop. More importantly, we
think this is a setup to see a sizable
rally. It could begin Friday, but the more
likely Monday.

This could rally Friday, but not as
probable. Why not Friday? It is this
quadruple witching. This only happens 4
times per year, the third week of March,
June, Sept and Dec. Take a look at the
daily chart of S&P 500 in the past year.
You will see this nose dive on those
dates. Yup.

If our base case plays out, we expect a
rally next week. We believe it will be led
by Epicenter sectors. The driver is the
continued penetration of vaccinations,
coupled with improving household
confidence. And now an expected
oversold market (stocks). Thus, we
favor:

- Energy, Materials, Industrials,
Financials and Discretionary ex-mega
weights

- Technology and ARKK likely made
1H2021 bottom two weeks ago, but we
see greater upside in Epicenter.



Seventh, as we wrote last week, after
markets make new highs, a pattern of
chop for 7-10 days follows. This
certainly is at play today. But as we
wrote last week, we think the highest
probability is a +10% move to S&P 500
4,300. This is still our base case.

Bottom line: As painful as the
sloppiness felt today, we think this is a
textbook chop. More importantly, we
think this is a setup to see a sizable
rally. It could begin Friday, but the more
likely Monday.

This could rally Friday, but not as
probable. Why not Friday? It is this
quadruple witching. This only happens 4
times per year, the third week of March,
June, Sept and Dec. Take a look at the
daily chart of S&P 500 in the past year.
You will see this nose dive on those
dates. Yup.

Today's final market performance by sector

1 Financial -0.2%

2 Industrials -0.6%

3 Utilities -0.7%

4 Consumer Defensive -0.8%
5 Healthcare -1.2%

6 Basic Materials -1.3%

7 Real Estate -1.6%

8 Consumer Cyclical -2.3%
9 Comm Services -2.6%

10 Technology -3.2%

11 Energy -4.3%




Kovo 8

We're in a full-on repeat of the 2013 taper tantrum. Back then, the Fed initially welcomed rising
yields, saying they were due to better growth. But that only fanned the flames of the sell-off. It took
a big dovish surprise - the "no taper" Sep. 2013 FOMC - to stabilize yields...
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FX OUTLOOK

Chart 1: Prior EUR/USD deleveraging episodes suggest
bulk of the positioning adjustment happens early on

Chart 2: EUR/USD has on average fallen by around 4-5%
during the initial phase of prior bearish positioning shifts

Major EUR/USD bearish positioning adjustments since 2010

0.4 A large proportion of prior
bearish EUR positioning Jun-2011 (23.1%)
adjustments tends to occur Mar-2014 (17.1%)
0.2 within the first 3 months
Apr-2018 (25.6%)
Jan-2021 (22.6%)
0.0 T T T T T 1
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-0.6
# of weeks after
peak positioning
-0.8

T+0 T+10 T+20 T+30 T+40 T+50 T+60

*Brackets show net positioning level (as a % of Ol) at start of EUR/USD deleveraging phase
Source: Bloomberg, CFTC, Vanda
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Road to $3 Gasoline
Prices at the U.S. pump rise for 45 straight days

B AAA national average unleaded price

2019 2021
Source: AAA Bloomberg @
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The big picture

Exhibit 2: Aggregated daily card spending by major category (1-yr and 2-yr Schange of the 7-day moving average (ma) of spending levels)
Several sectors including airing, lodging and grocery are seeing big distortions to the 1-yr %change due to COVID ast year
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Graph 1

Banknotes in Circulation*
Total value, seasonally adjusted

% Year-ended growth %
15 15
0 0

% Per cent of GDP %
4.4 4.4
3.8 3.8

1991 1996 2001 2006 2011 2016 2021

Includes banks' Verified Cash Holdings held at depots
Sources: ABS: RBA



Signs of behavior changes post COVID

Exhibit 9: Spending at airlines, index, June 2020 avg =1 for each
generation, 14-day moving average

Traditionalists {age 75+) continue to see strength in aikine spending relative
o other age groups
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June 2020 avg =1 for each
generation, 14-day moving average
All income groups saw noticeable pick upin lodging spending

I Exhibit 11: Spending on lodging, index,
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Exhibit 10: Spending at airlines by select generation (1-yr and 2-yr
Sehange of the 7-day ma of spending levels)

Traditionalists sawa much bigger jump in 141 %ochange in aifine spending

due 1o bigger pull back last year
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Exhibit 12: by select generation (1-yr and 2-yr
Ychange of spending levels)

141 Shchange fu:lodgng spending jumps acrmss intme groups on base
effects while 24 Fochange remain depressed

m e Wil il S -1 g1 Yachig
6% —— Millennials-2yr %chg
——Traditionalists-2yr %chg

—Traditionalists -1yr %chg

-120%
01-Feb O1-Apr Ol-un Ol-Aug O01-Cet 01-Dec O1-Feb

S BAL infemal dity

Exhibit 14: Share of spending at NYC restaurants and bars by local
residents (%, 7-day moving average)

Since the COVID pandemic and travel mstrctions, loca msidents emain the
major conswmers at NYC restaurants
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Exhibit 1: Spending at clothing and department stores (1-yr and 2-yr %change of the 7-day v
moving average of spending levels)

1-yr %change for clothingand dept stores jumps onbase effects but 2-yr%change moves sideways
60%
40%
20%

R

e | -y1 Y0Change s )-\1T YoChange

-20%
-40%
-60%

-80%
01-Feb 01-Apr 01-Jun 01-Aug 01-Oct 01-Dec 01-Feb

Source: BAC internal data

Stock picker’iu laikas

Chart 9: Our work suggests stocks are more differentiated than
sectors, indicating a stock picker’s market...
Sectorcorrelations vs intrasectorstock correlations (1998-Feb 2021)
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Source: FactSet, BofA US Equity & US Quant Strategy
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Exhibit 1: Advisors’ higher equity allocations consistent with higher recommended allocations in our Sell Side Indicator, which is nearing a “Sell” signal
Average recommended equity allocationamong Wall Street strategists (as of 2/28/21)

69 Current Statistics:
- Latest = 59.2% EXTREME BULLISHNESS
= 15-Year Average = 55.8% BEARISH FOR STOCKS

65 Sell Threshold = 60.3%
Buy Threshold = 51.4%

EXTREME BEARISHNESS

BULLISH FOR STOCKS
45
43
85 87 89 a1 93 95 97 99 01 03 05 07 0s 1 13 15 17 19 2
gy Note: Buy and Sell signals are based on rolling 15-year +/- 1 standard deviation from the ralling 15-year mean. A reading above the red line indicates a Sell signal and a reading

BofA GLOBAL RESEARCH

Cha.ri.: 24: Advisors see the possibility of bubbles andrising rates as the biggest risk to
m?iﬁe;f the following do you view as the biggest risk to U.S. equities? (Select up to three)
20%
16%
12%
8%
4%
0%

Inflation
Deflation

Rising interest rates
Geopolitics

Economic recession
Other (please specify)
Credit shock

China hard landing

Unfu nded liabilities (e.g, Social

Bubbles within equities
distribution

COVID-19/unsuccessful vaccine

Central Bank policy mistake

Speculative retail activity

Security, Medicare/Medicaid)

ETF/Quant driven liquidity flash
crash

Surge or collapse in commodity
prices

Source: Wealth Management Marketing Research, BofA US Equity & US Quant Strategy
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Global Wealth & Investment Management Survey

What we heard from the thundering herd:
2021 edition

Most bullish GWIM survey to date on stocks

Our 57 annual Global Wealth & Investrment Management (GWIM) Survey (from Feb 9-23)
was most bullish on stocks in our survey history. Merrill financial advisors (FAs) upped
equity allocations to 64% (+1ppt y/y), representing the highest level in our survey history
where actual buying drove allocations more than performance. This is consistent with

our Sell Side Indicator, just 1ppt away from a “Sell” signal on building euphoria, FA's
12m outlook, scaled from 1 (bearish)to 10 (bullish), clocked in at 7.3 vs. 6.9 in 2018-20
(and 3.8 in 2017!) But FAs are cautious over the next 3 months, at 6.1 (a 4-yr low).

But most bearish on bonds

FAs prepared for rising rates by trimming bond allocations to 24% (-3ppt y/y), the lowest
in our survey history. Just 5% are increasing fixed income allocations, and rising rates
were seen as one of the biggest risks (more below). But inflation may not be baked in
yet - despite “Inflation” being cited as the #3 risk, FAs increased cash allocations to 5-
year highs and are overweight Growth and Tech, ficiaries of disinflation

Voting with feet (Growth tilt) vs. mouth (bullish Value)

FAs clocked in the biggest Growth over Value tilt in owr survey history: 42% preferred
Growth (+dppt y/y) vs. 28% Value (-12ppt). But the bulk of respondents expect Value to
outperform Growth over the medium-term (4-12 maonths), consistent with institutional
Investors' tilt to Growth despite a more bullish view on Value. Consensus’ view that
Value is a cyclical trade suggests that the pain trade is a long-lived Value cycle. FAs
tumed bullish on small caps, viewing recent speculative activity as a manageable risk.

FAs get sectors right. Buy Financials, Health Care

And sell bond proxies. Advisors remain most bullish on Health Care, Tech and Financials.
Their bearishness has shifted from commodities (Materials & Energy - 2020
underweights) to bond-proxies on rate risk (Utilities, Real Estate, Staples). Note that the
top three sectors by net bullish respondents have outperformed the bottom three over
the course of the year during each prior year of our survey, by 15ppt on avg. (Table 1).
We, LS Strategists, are also o/w Health Care & Financials and u/w Staples & Real Estate.

Risks shifting from politics to asset bubbles

In 2020, the US presidential election was cited as the #1 risk to the market (plus
geopolitics and trade concerns) today bubbles are keeping FAs up at night. Bubbles
within equities was cited as the #1 risk, followed by rising rates and then infiation.
Counter to BofA views, =40% of respondents expect reduced/limited tariffs (house
predicts that current tariffs are here to stay.) And ESG is gaining so much momentum

that we broke it out as a separate report.

What pandemic?

Despite the pandemic, attracting new clients was similar to past years. New investment
technologies may have helped, where >90% have increased usage primarily for
efficiency and client attraction. Besides investments, clients are looking for more holistic
advice are retirement (74%) & estate planning (60%). followed by lending & taxes.



GRAPH TABLE

Gross domestic product by industry, change from September 2020 quarter to December 2020 quarter
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At least 5% premium and 5.5% potential upside

Stocks in the Russell 1000 currently have 5,893 listed overwriting positions available
with 16-Apr-2021 option expiration. Of these, 10 offer at least 5% premium while
allowing for a minimum upside potential of 5.5% (Call-Away Return) and having a
notional option volume of at least $5mn.

I Table 1: Overwriting Candidates
Top 10 overwriting candidates

Description Decision Variables
Gll &

Option Premium Dividend Call-Away
Symbol Name Price Expiration Strike Call Bid Div Premium Return
CCL  Camival 2893  Apr16 30.0 21 73% 11.0%
EXAS  Exact Sciences 12850 Apr16 130.0 7.60 5.9% 7.1%
OXY  Occidental Petroleum 2904  Apr16 300 1.70 5.9% 9.2%
MU  Micron Technology 9476  Apr16 95.0 5.45 58% 6.1%
DVN  Devon Energy 2368 Apri16 240 132 56% 7.0%
FOX  Freeport-McMoRan 3611 Apr16 37.0 193 0.08 5.5% 8.0%
MOS  Mosaic 3388 Apr16 340 1.87 55% 59%
GPS  Gap 3167  Apr16 320 1.44 024 53% 63%
MELI  MercadoLibre 153762 Apr16 15400 81.50 53%  55%
NCLH NorwegianCruise Line 3050  Apr16 325 161 53% 11.9%

Source: BofA Equity Derivatives Research. Based on stocks in the Russell 1000 and data as of the 17-Mar-21 dose. This screen is not a
recommended list either individually or as a group of stocks or option contracts. Investors should consider the fundamentals of the
companies and their own individual circumstances/objectives before making any investment decision.

BofA GLOBAL RESEARCH



I Figure 7: Weekly equity fund flows, Sbn
Equities +556.76bn
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Maote: the flows data is for US-domiciled funds and ETFs
Source: CFFR Global
A GLOBAL RESEARCH



Figure 1: Flows for the broad US asset classes: stocks and bonds
Equities +556.76bn, all fixed income +57.97bn

® Equities m All Fixed Income

Note: data are for US-domialed funds only
Sewrce: EFFR Global



