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Major Oils: A broken business model? A 

short lesson from the E&Ps 
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Global Majors vs. Global E&Ps share prices  and Brent oil prices  
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 Since 2002, oil majors up 2x against 4x increase in oil price. E&P’s up 5x  

 Major oils obsession with growth has arguably led to value destruction and 

suboptimal decision making  

 Rising decline rates, more testing resource access, emboldened national oil 

companies and rise of service companies has forced them up the cost 

curve…. 

 Free cash Flow and returns have thus suffered, leading to a derating of the 

sector since 2003 

 Irreparably broken or are there solutions? Lessons from the E&P’s 

 Greater focus on Exploration 

 Divestments: shrinking to grow strategy proven to work in the USA 

 Capital discipline - Focusing on creating value rather than growing cash flow 

 Management pay - Aligning incentives with shareholders 

Key messages 
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Since 2002, oil majors up 2x against 

4x increase in oil price. E&P’s up 5x 
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Global Majors vs. Global E&Ps and Brent oil 

prices  

 Majors have been unable to 

translate higher prices in to  

higher shareholder value as 

effectively as E&PS 

 Numerous reasons for this: 

 Too big to grow 

 Exploration no longer as 

impactful 

 Rising costs, falling returns 

and FCF generation 

 Weaker resource access 

 Migration to more gassy 

portfolios 

 Lack of Exploration 

 

Source: BofA-ML estimates 
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Too big to grow: Impacting ability to 

generate shareholder value 

Global Majors Oil & Gas production (Bn bbl/yr) 

 Majors production has fallen 

0.4% annually since 2003 

(CAGR)  

 Production targets 

consistently missed….. 

 ….which if met, collective 

production would now be 

c.20% higher 

 Size has visibly prohibited 

growth: 

 Majors need to find 1mn 

bbl/d just to keep 

production steady (decline 

rates) 

 Fiscal terms (PSC) 

 Resource access makes 

achieving growth harder 
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Majors have been forced up the cost 

curve in to more unconventionals 
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Oil Cost curve 

 Production cost curve (not including carbon pricing)
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 Unconventional play types have 

become an increasing portion of 

reserves (2P) 

 Majors forced to look to less 

profitable crude oil sources to 

meet resource needs  

 Unconventionals such as Shale 

oil, Oil sands and Oil shales are 

more capital intensive than 

conventional  

 Operating costs tend to be 

significantly higher as well 

 Resultantly, oil majors spending 

more on both Capex and Opex 

 

Source: BofA Merrill Lynch estimates 

Source: BofA Merrill Lynch estimates 
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Driving higher F&D costs and higher 

production costs…… 

 F&D costs have trebled since the 

beginning of the decade 

 F&D to DD&A ratio is now 2x 

 Production costs have also trebled 

since the beginning of the decade 

 Majors are quite visibly facing 

margin pressures 
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Returns and FCF have suffered as a 

result 
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 Returns approximatley 10 pecentage 

points below 2005 peak, despite oil being 

at high levels 

 Rising costs have seen free cash flow 

(FCF)  falling despite oil prices moving 

higher 

 FCF is now barely covering dividend 

needs 

Global Majors Average ROCE vs Brent 

oil price (US$/bbl) 

Source: BofA Merrill Lynch estimates 
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RD Shell ROCE continuing to fall 
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RD Shell Operating Cash Flow vs. Free Cash Flow  4mn b/d of production in 2020 implies 2.6% 

CAGR. BUT what about earnings or cash flow ? 

 How does the profitability of new barrels 

compare to existing production? Sector capex 

~2x depreciation 

 Returns have fallen and thus shares have de-

rated significantly (from 11x to 8x P/E over 

last 10 years).  

 Move in to unconventionals and other non-

profitable sources the key driver…Rely on 

GTL, LNG and other capital intensive tech? 

 Projects often unprofitable, thereby driving 

company to accumulate significant none 

performing capital (>US$25bn in North 

America alone) 

 Obsession with Cash flow growth has led to 

little share holder value creation….. 

 …..Shares only c.10% higher than 2Q  2001   
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Source: BofA Merrill Lynch estimates 
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So what’s the solution? E&P sector gives 

clues 
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E&P sector has held value (Price / book) more 

robustly than Majors 

 Majors can look to E&P sector for solutions in 

creating shareholder value 

 E&P sector performance has been 

significantly stronger than majors  as 

management arguably been more shareholder 

friendly 

 Such factors include: 

 Higher emphasis on exploration 

 More nimble; able to make difficult decisions 

 Higher growth rates (from a lower base) 

 M&A potential and portfolio optimisation 

 Higher focus on cost reduction 

 Greater emphasis on return cash to shareholders 

via dividends AND buybacks  

 We examine some of these in slides in 

following  

 

 

 

 

Source: BofA Merrill Lynch estimates 
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Solution 1: Focusing more on high 

impact Exploration  

0%

2%

4%

6%

8%

10%

12%

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

$0.0

$1.0

$2.0

$3.0

$4.0

$5.0

Ex ploration/EBITDA (LHS) Ex ploration/boe

Exploration has been moving up, but still only 8% 

of EBITDA spent on exploration 

 E&Ps have created significant value from the 

Drill bit 

 Majors have increased exploration spend, but 

still only 8% of EBITDA (i.e. not increasing 

exploration risk taking) 

 Willingness to take higher risks in frontier 

regions have seen E&P’s being key 

beneficiaries of new gigantic resource 

discoveries….Faster to move in to new 

regions 

 Majors have lagged in opening up new 

frontiers. Examples include: 

 Brazil (Santos Basin): BG, Galp, Repsol, Karoon 

 Mozambique: Anadarko, Cove (acquired) 

 Tanzania: Ophir Energy 

 Indonesia: Salamander, Niko resources 

 Kurdistan: Gulf Keystone, DNO, Genel, Afren 

 Majors end up having to back in to resource 

plays via acquisitions, thereby  

Source: BofA Merrill Lynch estimates 
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Companies Mentioned  

Name Ticker Curr. Price ADR QRQ 
BP plc BPAQF GBP 443.3 BP C-1-7 

RD Shell Shs A RYDAF GBP 2066.0 RDSA A-3-7 

Royal Dutch Shell RYDBF GBP 2166.5 RDSB A-3-7 

Tullow Oil TUWLF GBP 1071.0  B-1-7 

Source: BofAML Global Research  
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Solution 2: Shrinking the asset base 

for growth 
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 M&A transactions done at 2x the value of 

equity market valuations…. 

 F&D costs are 30% higher than M&A 

costs…..its cheaper to buy it than find it! 

 Majors share prices trade at a 40% discount to 

Net Asset Value. Asset disposals would allow 

management to crystallise value at attractive 

levels 

 Proceeds can be used to “buy growth” or 

Buyback shares to shrink the company 

commensurately with lost earnings 

 Majors, whilst active in disposing of assets, 

have been sloth vs. E&Ps 

 Selling non-performing/underperforming  

capital (gas assets, refining)would further 

escalate returns and leave higher growth 

companies 

 Examples of success: Conoco, Marathon, 

Hess, Occidental, Anadarko, Tullow oil   

Source: BofA Merrill Lynch estimates 

Source: BofAML estimates 
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Solution 3:Capital Rationing…moving 

away from growth for growth sake?  

 Returns have suffered sharply as majors have 

moved to higher cost barrels 

 IRR’s of new projects have been falling 

sharply since 2000 despite higher oil prices 

 Cutting capex and returning capital to 

shareholders (via Buy Backs) often more  

value creative than pursuing developments  

 Amongst the Majors, BP has been most active 

in pursuing higher margin growth. Whilst 

Volumes growth is likely to be bottom 

quartile, FCF growth is amongst highest in 

sector…… 

 ….you don’t need to grow volumes to 

grow cashflow!! 
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Solution 4: Management incentive 

structures need to change 

 Are companies run for shareholders or 

stakeholders (employees, suppliers, 

government…) ? 

 Lack of share buybacks throughout the 

sector – prefer to reinvest in projects….but 

this is not optimal given lower returns 

 Management incentive structures need to 

change to reward:  

 (1) improvement in Returns 

 (2) FCF growth 

 (3) Exploration success 

 Deferred pay an important consideration 

 Stock options and shareholding important 

 US companies have most shareholder 

friendly incentive structures  

 BP most value creative structure amongst 

European Majors  

 

 

 

Value (EUR’000s) and shareholding (% market 

cap) of the CEO’s stake  

Source: BofA-ML estimates 

% deferred of total CEO remuneration 

(assuming max payout)  

Source: BofA Merrill Lynch estimates 

Source: BofA Merrill Lynch estimates 
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BP plc (BPAQF) 

We set a price objective of 530p/share (US$49/ADR). Our price objective is based on a 2014E P/E target multiple of c.8.5x which is approximately the global 

integrated oils sector average multiple. Our P/E target multiple methodology reflects the changing situation of the company. We view this target as appropriate until 

the Gulf of Mexico spill is solved and the actual costs known.  

 

Risks (upward and downward) to our PO are sharp moves in oil and gas prices and the USD. Downside risks are unanticipated government intervention and 

regulation, expropriation risk, project execution/oil spill/environmental risk, bankruptcy risk, litigation risk, M&A risk and the general risk of increased taxes and 

tariffs. 

Royal Dutch Shell PLC Shs A (RYDAF) Royal Dutch Shell (RYDBF) 

We have a price objective of 2,100p/share (US$68/ADR), representing a target multiple of c.5x 2014e EV/DACF, in line with the target European Integrated Oils 

sector average multiple. We believe that an in-line multiple is justified given Shell's lack of differentiated growth, rising capex risks and falling returns, partly offset 

by its solid balance sheet and robust dividend outlook.    

 

Upside risks are: rising oil & gas prices should the global economy strengthen more acutely than expected, falling industry inflation risks and signficant exploration 

success (e.g. in Alaska).  

 

Downside risks are: significant economic slowdown that could negatively impact oil and gas prices and refining margins, adverse currency moves for the US dollar, 

risk of government intervention and regulation, project execution risk, general risk of changes in taxes and tariffs and rising capex costs 

Tullow Oil (TUWLF) 

Our 1,650p/share price objective is in line with our base-case total NAV (at US$100/bbl long-term crude oil price scenario). Key assumptions in the construction of 

our base case NAV are GBPUSD of 1.6. 

 

We continue to set our European E&P Price Objectives around NAV, as we believe (1) this is the only valuation framework that accurately captures the underlying 

cash flow and earnings-generating ability of the underlying asset bases over time and (2) that, as such, the shares should trade at or at a discount to this metric, 

depending upon such factors as management quality/delivery track record, the strength of the macro environment, near/medium-term news flow potential, 

prevailing levels of M&A activity in the sector, the likelihood of management delivering value-accretive asset deals that this framework specifically precludes, 

funding requirements and political risk issues. 

 

Risks to the attainment of our Price Objective are Brent oil price, currency (particularly US$/GBP), political/fiscal risk, an unexpected lull in forward deal activity, 
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I, Hootan Yazhari, CFA, 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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BPAQF Price Chart 
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The Investment Opinion System is contained at the end of the report under the heading "Fundamental Equity Opinion Key". Dark grey shading indicates the security is restricted with the opinion suspended. Medium grey shading indicates the 

security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of August 31, 2013 or such later date as indicated. 
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security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of August 31, 2013 or such later date as indicated. 
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TUWLF Price Chart 
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Investment Rating Distribution: Global Group (as of 05 Aug 2013) 

Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 1660 48.55%  Buy 1244 74.94% 

Neutral 868 25.39%  Neutral 641 73.85% 

Sell 891 26.06%  Sell 590 66.22% 

 

Investment Rating Distribution: Energy Group (as of 05 Aug 2013) 

Coverage Universe Count Percent  Inv. Banking Relationships* Count Percent 
Buy 143 53.56%  Buy 123 86.01% 

Neutral 67 25.09%  Neutral 56 83.58% 

Sell 57 21.35%  Sell 42 73.68% 
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17 September 2013 Important Disclosures 

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 analystõs assessment of a 
stockõs: (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 firmõs 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 analystõs 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 Ó 10% Ò 70% 

Neutral Ó 0% Ò 30% 

Underperform N/A Ó 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 stockôs coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the stock. 
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Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call 1-800-MERRILL to have them mailed. 

The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: BP plc, Royal Dtch Shell, Tullow 

Oil. 

MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: BP plc, Royal 

Dtch Shell, Tullow Oil. 

The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: BP plc, Royal Dtch Shell, 

Tullow Oil. 

In the US, retail sales and/or distribution of this report may be made only in states where these securities are exempt from registration or have been qualified for 

sale: BP plc, Royal Dtch Shell, Tullow Oil. 

An officer, director or employee of MLPF&S or one of its affiliates is an officer or director of this company: Royal Dtch Shell. 

MLPF&S or an affiliate has received compensation for investment banking services from this company within the past 12 months: BP plc, Royal Dtch Shell, 

Tullow Oil. 

MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company 

within the next three months: BP plc, Royal Dtch Shell, Tullow Oil. 

The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: BP plc, 

Royal Dtch Shell, Tullow Oil. 

BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall 

profitability of Bank of America Corporation, including profits derived from investment banking revenues. 
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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. 

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

"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA 

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. 

"BofA Merrill Lynch" and "Merrill Lynch" are each global brands for BofA Merrill Lynch Global Research. 
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Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports: 

MLPF&S distributes, 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; MLI (UK): Merrill Lynch International; 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 (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): OOO Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey I.B.): Merrill 

Lynch Yatirim Bank A.S.; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Deĵerler A.ķ.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; 

MLPF&S (Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill 

Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo S.A.; Merrill Lynch KSA Company, Merrill Lynch Kingdom of Saudi Arabia Company. 

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is 

defined in the rules of the Financial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and 

regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the 

rules of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is 

subject to limited regulation by the Financial Services Authority ï details about the extent of its regulation by the Financial Services Authority are available from it 

on request; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial 

Instruments and Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is 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 India by DSP Merrill 

Lynch Limited; and is issued and distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. 

(Company Registration No.ôs F 06872E and 198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank 

Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Bank of America N.A., Australian Branch 

(ARBN 064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) 

distributes this report in Australia only to 'Wholesale' clients as defined by s.761G of the Corporations Act 2001. With the exception of BANA Australia, neither 

MLEA 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 and its local distribution is made by 

Bank of America Merrill Lynch Banco Múltiplo S.A. in accordance with applicable regulations. Merrill Lynch (Dubai) is authorized and regulated by the Dubai 

Financial Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the 

requirements of the DFSA conduct of business rules. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin. 
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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 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. 

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 Merrill Lynch. 

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. 

BofA Merrill Lynch 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 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 BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at 

http://www.ml.com/media/43347.pdf. 

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. 

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S 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 Merrill Lynch, through business units other than BofA Merrill Lynch 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 in this report. Such ideas or recommendations 

reflect the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA 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. 
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In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate 

fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom 

MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is 

and continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this 

report. 

Copyright and General Information regarding Research Reports: 

Copyright 2013 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 BofA 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 BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals 

by BofA 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 BofA Merrill 

Lynch. 

Materials prepared by BofA Merrill Lynch 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 Merrill Lynch, including investment banking personnel. BofA 

Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA 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. BofA Merrill Lynch Global Research personnelôs knowledge of legal proceedings in which 

any BofA 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 BofA 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). BofA Merrill Lynch 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 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. BofA 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 BofA 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. BofA 

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 BofA 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 MLPF&S 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 Merrill Lynch nor any officer or employee of BofA 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. 

 


