
 
 
 
 
 

  
 

 
  

Securities Arbitrage ABCP Conduit
Structure and Asset Description 

Diagram illustrates structural features 
commonly found in securities arbitrage 
ABCP conduits. Individual conduits will 
have slight differences in structure; 
however the general principles will 
remain (no market value triggers, 
purchase of senior, rated securities, etc.). 

Assets Funded 
► Portfolio of senior, publicly traded securities. 
► Major asset classes funded include CMBS, RMBS and CDOs. 
► There is 100% liquidity support for the ABCP issued. 
► Liquidity now unconditional industry-wide. 
► There are no market value triggers requiring sale of conduit funded securities. 
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Asset Mix: US Securities Program
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Description of Risk Positions in a Securities
Arbitrage ABCP Structure 

► ABCP 
►	 The risk for an investor in ABCP is that available amounts from the assets, liquidity and credit 

enhancement are insufficient to repay the face value of the ABCP. 

► Liquidity 
►	 Typically provided by the sponsor of the conduit. 
► 	 There may either be a separate liquidity facility for each transaction or a programwide liquidity 

facility to cover all assets. 
► 	 May be structured as either an asset purchase agreement used to purchase specific transactions or a 

loan agreement where the liquidity bank makes a loan to the conduit. 
► 	 Security specific liquidity would only be at risk for the transaction to which it is specifically 

assigned. 
► 	 Programwide facilities would be at risk for all of the assets that it funded against. 

► Credit Enhancement 
►	 If the conduit is used to fund securities rated below AA-/Aa3, some form of credit enhancement 

(typically a letter of credit) would be required or, in some cases, the security was required to be sold. 
► 	 The credit enhancement provider would be at risk for the default of the securities covered by the 

credit enhancement facility. 
► 	 In certain cases where there was a forced sale, the credit enhancement provider may also be subject 

to market value risk. 
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Summary 
►	 ABCP is a Key Financing Source for the Economy 

►	 Traditional multi-seller ABCP is an important financing component for the overall economy. 
►	 At its current (and originally proposed Basel II) regulatory capital levels, this provides banks a cost 

efficient, much needed financing for consumer and commercial assets. 

►	 Multi-Seller ABCP has Proven Strong Performance in an Extremely Stressed Economic 
Environment 
►	 Performance of traditional multi-seller ABCP has remained strong despite the severe economic 

downturn experienced over the past several years. 
► 	 Keys to this strong performance experience have been: 

►	 The ability to “fix” problems as they occur – a feature unique to multi-seller ABCP funded facilities. 
► 	 The absence of any triggers forcing the sale of transactions due to a change in the market value of the assets. 
► 	 True diversification of assets funded within the overall structure of a multi-seller ABCP vehicle resulting in 

significantly lower correlation within multi-sellers versus ABS CDOs. 

►	 Risks in ABCP are Clearly Differentiated from Other Structured Programs 
►	 The risks in ABS CDOs and SIV/SIV-lite structures are distinct from multi-seller ABCP and led to 

the materially worse performance of these structures relative to traditional multi-seller ABCP during 
the recent market stresses.  Most notably, 
►	 ABS CDOs had no ability to “fix” problem underlying assets combined with an over-concentration on 

mortgage collateral. 
► 	 SIVs and SIV-lites had market value triggers that resulted in a need to sell the underlying ABS collateral in a 

distressed market environment. 
► 	 SIV-lites (in particular) were also significantly over-concentrated in mortgage assets. 
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Additional money market regulation may restrict bank liquidity 

►  The Securities and Exchange Commission (“SEC”) has proposed a variety of amendments to money market fund regulation which aim to: 
► Create stability in the money market sector 
► Bolster liquidity and foster diversity of money market assets 
► Protect consumers from events similar to those experienced in September of 2008 

►  Lehman Brothers’ bankruptcy caused the Reserve Primary Fund to “break the buck” triggering a run on money market funds 

►  Reform measures should take into consideration the state of the capital markets 
► Capital markets dislocation has led to financial re-intermediation 

►  Reliance on commercial banks to provide liquidity/funding to replace lost capital markets funding 
► Commercial banks’ ability to increase lending depends upon their confidence in stable access to funding 
► Money market funds are a major source of funding to commercial banks (bank debt and ABCP issuance) 

► Certain proposed reforms may reduce liquidity and, in turn, increase systemic risk 
► Other government programs have succeeded in restoring liquidity; however, the market remains fragile 
► Further restrictions may constrain liquidity in the market and place additional pressure on banks 
► Systemic risk may increase: 

►  The elimination of eligibility of Tier II securities may reduce liquidity and increase market volatility 
► In the current environment, banks’ credit ratings are heavily concentrated within 1 notch of potentially becoming ineligible for money 

market funds 
► More stringent issuer concentration limits may not mitigate systemic risk and could create a liquidity strain on issuers 

►  Reforms may unintentionally curtail the availability of commercial and consumer credit 
► Redirects credit currently funded through the capital markets towards banks 
► To facilitate the economic recovery, liquidity must be maintained to promote further consumer and corporate lending 

►  Any reduction of liquidity, intended or unintended, could be detrimental to economic recovery 

Executive Summary 
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Restoring bank liquidity is essential to increasing the availability of credit 

► $847 billion in securitized financing provided in 2006 is no longer available to consumers and corporations1 

► Over $700 billion of this was mortgage-related and is being actively addressed by government and private sector programs 
► Approximately $140 billion of this was other consumer and corporate financing that is critical to a functioning U.S. economy 

► Restoring the flow of debt funding (“liquidity”) from money market funds to banks and eventually to consumers and corporations will bolster the liquidity 
and financial stability needed for an economic recovery 

► Current government sponsored programs have attempted to increase the availability of credit by: 
► Ensuring that commercial banks are well capitalized and are willing and able to provide financing 

►  Through TARP and TLGP, banks are beginning to stabilize but have limited ability to grow their balance sheets 
► Bolstering market liquidity by providing a liquidity backstop to money market funds and CP issuers through the AMLF and CPFF 

► Banks need both capital and liquidity in order to lend 
► Capital's (especially equity capital) critical role is to show long-term financial viability. Its most important role is to instill the confidence required 

by others to invest or lend cash to a company or financial institution, creating liquidity for the company or financial institution 
►  Liquidity is the access to near-term cash. It is wholly dependent upon the confidence of others to invest or lend cash to a company or financial 

institution 

► Confidence in term liquidity is needed to give well capitalized banks the ability to increase ABCP conduit and balance sheet lending 

1 JPMS, MCM CorporateWatch, Bloomberg, Commercial Mortgage Alert 

Market Challenge:
Constrained Funding 
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1 J.P. Morgan: US Fixed Income Markets Weekly – August 14, 2009 
2 S&P (see page 7 for additional detail) 
3 Moody’s: ABCP Market at a Glance: ABCP Multiseller Market Snapshot – June 30, 2009 
4 RBC Capital Markets – Based upon a 1-year, derived S&P rating transition matrix and a 50% correlation coefficient (see page 8 for additional detail) 

SEC Proposal: Money Market Reform 
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� Eliminating Tier II securities from eligibility could increase market volatility and place additional liquidity pressures on banks 
— Banks rely upon access to the money market for funding 

� 79% - 80% of taxable money market assets fund banks and financial institutions1 

— As of 6/30/09, 6 of the largest 20 S&P-rated banks are within 1 long-term rating notch of potentially becoming Tier II issuers2 

� 9 of the largest 20 S&P-rated banks are already rated A-2 (Tier II) vs. 5 banks as of 6/30/072 

— Rating agency actions have obscured the relationship between short-term and long-term ratings, adding to market uncertainty 
� S&P methodology states that an issuer with a long-term rating of A could potentially be downgraded to A-22 (Tier II) 
� Historically, S&P’s downgrade of a bank’s long-term rating to A- has resulted in a downgrade of the short-term rating to A-2 (Tier II) 
� Additionally, 3 of the largest 20 S&P-rated banks would be rated A-2 (Tier II) on a stand-alone basis; however, S&P gives a 3 - 4 

notch uplift to the banks’ long-term rating due to the expectation of government support if necessary 
— If a bank’s short-term rating is downgraded, access to the money market could be eliminated, severely constraining liquidity 

Eliminate Tier II Securities from Eligibility 

Effect on Banks: 

Long-Term Rating of the Largest 20 S&P Rated Banks2 
� ABCP conduits could likewise lose access to the 

money market, as their ratings are linked to their 
liquidity banks 

� As of 6/30/09, the 6 banks within 1 long-term rating 
notch of potentially becoming Tier II had $115 
billion of ABCP outstanding that could potentially 
become ineligible after a rating downgrade3 

� For the 6 banks within 1 long-term rating notch of 
potentially becoming Tier II, there is a 30% 
probability that 1 or more could have their long-term 
rating downgraded within one year4 

� The SEC should consider increasing the 5% limit on Tier 
II securities, as this could reduce market volatility and 
maintain banks’ access to liquidity and funding 

— Money market funds that have performed robust credit 
analysis may choose to selectively purchase high credit 
quality Tier II bank issuance 

— The impact of rating agency actions could be 
diminished, reducing market volatility 

— A stable flow of liquid funding could be available to 
banks, reducing systemic risk 

Recently revised S&P methodology states that a long-term rating 
of A is the threshold for potential downgrade to A-2 (Tier II) 

Historically, an 
issuers’ short-term 

rating is downgraded 
to A-2 (Tier II) when 

their long-term rating 
is downgraded to A-

6/30/07 6/30/09 
Tier I 15 11 
Tier II 5 9 
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1 Bank of America: Tier 2 Commercial Paper Market Update - March 2009 
2 Bloomberg 

� The elimination of Tier II securities from eligibility may reduce 
banks’ access to liquidity, while at the same time increasing the 
demand for credit from banks 

� Tier II issuers may turn to banks for financing and face 
increased borrowing costs 

— 5% of prime money fund assets could disappear as financing 
to Tier II issuers 

— If cut off from the capital markets, the $41.5 billion Tier II 
market1 may be forced to utilize banks as a source of 
financing, putting additional liquidity pressures on banks 

— Tier II issuers may face increased borrowing costs of as much 
as 8% if cut off from the capital markets2 

— Could reduce corporate expenditures and slow the economic 
recovery as firms struggle to find cost-effective financing 

� The Tier II market has remained functional throughout the 
market contraction 

— Money market funds perform robust credit analysis and are 
capable of selecting high credit quality securities 

Eliminate Tier II Securities from Eligibility 

Economic Impact: 

Sample Tier II Issuers1 

Tier II Issuer Market Statistics1 

� Issuers are predominantly U.S. domestic industrials 
� 150 active issuers 
� Less than 25 issuers have over $500 million outstanding 
� 87% of issuance matures in 45 days or less 
� Market size - $41.5 billion 
� Market peak - $141 billion (July 2000) 
� Current market volatility is unprecedented 
� 2009 maturities are overnight to 2-week period 

Diversity of Issuers Avg Daily Outstandings ($ in millions) 
CVS Corp 1,921 
ITT Corporation 1,705 
Kellogg Company 1,432 
H.J. Heinz Finance Company 1,355 
Ingersoll-Rand Global 1,048 
Transocean Inc. 1,021 
Dow Chemical Company 874 
Kraft Foods Inc. 854 
WellPoint, Inc. 840 
Clorox Company 748 
Safeway Inc 686 
Aetna Inc. 304 
Mariott International, Inc 201 

SEC Proposal: Money Market Reform 
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1 J.P. Morgan: US Fixed Income Markets Weekly - August 14, 2009 
2 J.P. Morgan: US Fixed Income Markets Weekly - September 17, 2008 

Proposal: � Limit WAM to 60 days (from current 90 days limit) 
� Limit the WAL portfolio maturity to 120 days (currently no requirement) 
� Require a minimum amount of liquid assets of 15% and 30% for retail and institutional funds, respectively (currently no 

requirement) 

� Shorter WAM and WAL and additional liquidity requirements may not eliminate the systemic risk of a fund “breaking the 
buck” 

— The WAM of the Reserve Primary Fund was 43 days, in line with the industry average1 (for Prime Institutional Funds) and 
within the proposed 60 day limit 

— Even if the Reserve Primary Fund had been able to meet the proposed 30% minimum of assets maturing in 7 days or less (it 
had only 13%), it still would have “broken the buck” due to the magnitude of the run on the fund1 

� Added constraints will reduce the liquidity and stability of the money market, placing additional liquidity pressure on banks 
— Banks are currently seeking to improve liquidity 

� Increase maturity issuance 
� Establish a stable flow of funds 

— In the event that the money market is not as liquid and effective a funding source, bank liquidity visibility will be diminished and  
banks may be forced to fund themselves with other sources 

WAM, WAL and Liquidity Requirements 

Macro Effect: 

Proposal: � Limit fund exposure to a single issuer to 3% (decrease from current 5%) 

� Decreasing the maximum concentration limit for single issuers may not eliminate the systemic risk of a fund “breaking the 
buck” 

— A small percentage of exposure to a distressed issuer can result in a run on a fund or “breaking the buck” 
� The Reserve Primary Fund had 1.2% of Lehman Brothers exposure prior to “breaking the buck”1 

� Exposure was within both the current and proposed single name issuer concentration limits 
� Without affiliate support, other money market mutual funds may have “broken the buck” due to a lack of market liquidity (e.g. 

Wachovia provided support to 3 Evergreen Investment Management funds that were negatively impacted by the Lehman Brothers 
bankruptcy2) 

Single Issuer Limit of 3% (compared to current limit of 5%) 

Macro Effect: 

SEC Proposal: Money Market Reform 



 

 
 

  
 

 
  

 

  
 

   
 

 

   

Proposed regulation could constrict money market liquidity 

► Banks cannot be the sole source of funding for corporate and consumer credit 
► Limited by liquidity, regulation and capital constraints 
► An investor mix that creates diverse alternatives to bank lending is the best solution 

►  Must have the ability to purchase Tier II paper, bank notes and ABCP 

►  The capital markets dislocation has led to financial re-intermediation and an increased reliance on commercial banks to provide liquidity/funding 
►  Money market funds are an essential source of liquidity for bank funding 

►  Approximately $3.1 trillion of taxable money fund assets outstanding1 

► The money market fund investor base is critical in providing liquidity to CP, ABCP and Tier II issuers 

►  Reforms may unintentionally curtail the availability of commercial and consumer credit 

►  From a bank perspective, the proposed SEC reforms may create additional systemic problems 
► Banks are actively working through difficult credit conditions to manage capital requirements, liquidity and systemic risk 
► At the same time, they are encouraged to increase lending to promote economic growth 
► Market liquidity has been bolstered through previous government efforts, but the market remains fragile 

► Economic recovery is not possible without: 
► Policies that promote liquidity and further investment 
► Banks that are able to meet the needs of corporate and consumer clients while maintaining stable financials 

1 J.P. Morgan: U.S. Fixed Income Markets Weekly – August 14, 2009 

Market Stability: Essential to Bank
Liquidity 
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Bank selection criteria (for chart on p. 3)1 

► Selected US-based, bank holding companies 
► Holding companies sorted by total assets 
► 25 largest bank holding companies were selected 

► Listed S&P’s short-term and long-term ratings for the subsidiary banks of the largest 25 holding companies 
► Ratings were identified for 6/30/09 and 6/30/07 
► Of the 25 listed, 20 were included in the chart (p. 3) due to the fact that not all the bank subsidiaries were rated by S&P 

1 Bloomberg, S&P 

Appendix 1 

Bank Ratings as of June 30, 2009 Bank Ratings as of June 30, 2007 
# Bank LT ST LT ST 
1 Bank of America NA A+ A-1 AA+ A-1+ 
2 JPMorgan Chase Bank NA AA- A-1+ AA A-1+ 
3 Citibank NA A+ A-1 AA+ A-1+ 
4 Wells Fargo Bank NA AA A-1+ AAA A-1+ 
5 Goldman Sachs Bank USA/New York N/A N/A N/A N/A 
6 Morgan Stanley Bank NA A+ A-1 A+ A-1 
7 PNC Bank NA A+ A-1 A+ A-1 
8 US Bank National Association AA- A-1+ AA+ A-1+ 
9 Bank of New York Mellon/The AA A-1+ AA- A-1+ 
10 Suntrust Bank/Atlanta GA A- A-2 AA- A-1+ 
11 Branch Banking & Trust Co. A+ A-1 AA- A-1+ 
12 Regions Bank A- A-2 A+ A-1 
13 Fifth Third Bank BBB+ A-2 AA- A-1+ 
14 Key Bank USA NA NR NR NR NR 
15 The Northern Trust Co. AA A-1+ AA- A-1+ 
16 M&T Bank NA N/A N/A N/A N/A 
17 Comerica Bank A A-1 A+ A-1 
18 M&I Marshall & Ilsley Bank BBB A-2 A+ A-1 
19 Hudson City Savings Bank N/A N/A N/A N/A 
20 Zions First National Bank BBB A-3 A- A-2 
21 Huntington National Bank/The BBB- A-3 A- A-2 
22 Synovus Bank N/A N/A N/A N/A 
23 New York Community Bank BBB A-2 BBB A-2 
24 Associated Bank NA BBB+ A-2 A- A-2 
25 People's United Bank A- A-2 A- A-2 

*Note that because of no bank level rating, Goldman Sachs Bank USA/New York, Key Bank USA NA, M&T Bank NA, Hudson 
City Savings Bank and Synovus Bank were excluded from the chart* 

Indicates the bank is included in the chart on p. 3 
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S&P rating volatility may result in the downgrade of additional banks to A-2 (Tier II) 

►  S&P published a transition matrix detailing the probability of downgrades/upgrades of financial institutions over a 5-year time frame 
► Matrix is based on S&P’s historical rating changes from the 1980s to 2000 

► RBC Capital Markets derived a 1-year transition matrix from S&P’s 5-year transition matrix 
► The vertical-axis describes the rating of a financial institution at the beginning of the 1-year period 
► The horizontal-axis describes the probability that an institution will be downgraded/upgraded to a given rating within a 1-year time frame 

► Using the 1-year derived transition matrix, a Monte Carlo simulation was run to project the probability of a long-term rating downgrade within 1 year for 
the 6 banks within 1 long-term ratings notch of potentially becoming Tier II 

► Analysis assumes a correlation coefficient of 50%1 

► According to this analysis, for the 6 banks within 1 long-term rating notch of becoming Tier II, there is a 30% probability that one or more could have 
their long-term rating downgraded within the next year1 

Appendix 2 

From/To AAA AA+ AA AA- A+ A A BBB+ BBB BBB- BB+ BB BB B+ B B CCC D 
AAA 92.68% 2.85% 2.90% 0.43% 0.07% 0.00% 0.00% 0.51% 0.12% 0.12% 0.00% 0.00% 0.00% 0.32% 0.00% 0.00% 0.00% 0.00% 
AA+ 2.01% 78.37% 9.03% 2.89% 0.59% 4.33% 2.62% 0.00% 0.00% 0.00% 0.00% 0.07% 0.03% 0.00% 0.00% 0.01% 0.03% 0.02% 
AA 0.54% 0.93% 80.48% 7.15% 4.20% 2.92% 1.92% 0.99% 0.25% 0.03% 0.00% 0.00% 0.00% 0.59% 0.00% 0.00% 0.00% 0.00% 
AA- 0.00% 0.00% 3.01% 81.94% 6.48% 4.02% 2.30% 1.25% 0.17% 0.21% 0.00% 0.00% 0.16% 0.00% 0.00% 0.16% 0.00% 0.31% 
A+ 0.00% 0.00% 0.00% 3.33% 81.17% 6.17% 5.26% 1.17% 1.36% 0.00% 0.00% 0.69% 0.00% 0.36% 0.46% 0.01% 0.00% 0.01% 
A 0.01% 0.06% 0.51% 1.10% 7.88% 80.51% 4.33% 2.91% 0.97% 0.82% 0.18% 0.20% 0.09% 0.40% 0.00% 0.00% 0.02% 0.00% 
A- 0.58% 0.07% 0.00% 0.00% 1.33% 12.46% 74.46% 3.62% 2.52% 1.71% 1.41% 0.00% 0.41% 0.00% 0.60% 0.00% 0.12% 0.72% 
BBB+ 0.25% 0.00% 0.37% 2.63% 0.00% 9.84% 8.32% 64.81% 6.21% 3.33% 0.00% 0.68% 1.27% 0.00% 0.61% 0.00% 0.99% 0.69% 
BBB 0.00% 1.39% 0.46% 0.83% 1.41% 0.20% 2.46% 7.90% 73.57% 5.28% 2.91% 0.30% 0.00% 2.80% 0.00% 0.21% 0.00% 0.27% 
BBB- 2.68% 0.00% 0.00% 2.01% 0.00% 0.24% 0.31% 9.72% 11.56% 52.67% 4.39% 4.11% 1.49% 5.10% 2.18% 0.85% 1.73% 0.97% 
BB+ 0.00% 0.08% 0.91% 0.00% 0.12% 2.82% 0.00% 6.87% 1.18% 8.76% 70.42% 3.82% 0.00% 0.40% 0.00% 0.00% 4.54% 0.08% 
BB 0.00% 0.23% 0.01% 3.28% 0.00% 8.01% 0.00% 0.00% 0.55% 26.78% 0.00% 53.46% 0.00% 2.85% 0.00% 0.00% 0.00% 4.84% 
BB- 0.31% 0.04% 0.00% 0.00% 0.42% 0.30% 0.05% 2.51% 0.00% 0.00% 4.93% 2.66% 58.67% 18.95% 0.00% 2.23% 0.00% 8.94% 
B+ 0.00% 0.00% 0.00% 3.04% 0.00% 0.00% 0.00% 0.00% 7.45% 0.00% 5.97% 1.08% 5.11% 37.04% 11.01% 3.72% 15.12% 10.47% 
B 0.00% 0.23% 0.24% 0.00% 0.46% 0.00% 3.73% 0.00% 0.00% 13.01% 3.25% 4.49% 14.13% 0.00% 46.79% 0.00% 1.46% 12.21% 
B- 0.00% 0.03% 0.00% 0.08% 0.00% 0.00% 0.14% 0.00% 0.00% 0.00% 2.62% 0.00% 0.00% 1.10% 0.00% 67.35% 6.04% 22.63% 
CCC 1.60% 0.00% 0.00% 0.45% 0.00% 0.00% 0.17% 0.00% 0.55% 0.00% 1.99% 0.00% 7.07% 0.00% 0.76% 0.00% 65.15% 22.25% 

1-Year Derived S&P Rating Transition Rates Financial Institutions1 

1 RBC Capital Markets 
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Notice to Recipient 
 

“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial 
banking activities are performed globally by banking affiliates of Bank of America Corporation  including Bank of America N A member FDIC Securities, strategic advisory, and other banking activities are performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., member FDIC. Securities strategic advisory and other 
investment banking activities are performed globally by investment banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States, Banc of 
America Securities LLC and Merrill Lynch, Pierce, Fenner & Smith Incorporated, which are both registered broker-dealers and members of FINRA and SIPC, and, in other jurisdictions, locally 
registered entities. 

Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed. 

These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered 
(the “Company”) in connection with an actual or potential mandate or engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written 
agreement with us  These materials are based on information provided by or on behalf of the Company and/or other potential t These materials are based on information provided by or on behalf of the Company and/or other potential tranransaction participants saction participants, from public sources or otherwise agreement with us. from public sources or otherwise 
reviewed by us.  We assume no responsibility for independent investigation or verification of such information (including, without limitation, data from third party suppliers) and have relied 
on such information being complete and accurate in all material respects.  To the extent such information includes estimates and forecasts of future financial performance prepared by or 
reviewed with the managements of the Company and/or other potential transaction participants or obtained from public sources, we have assumed that such estimates and forecasts have been 
reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, 
represent reasonable estimates).  No representation or warranty, express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be 
relied upon as, a representation, whether as to the past, the present or the future. These materials were designed for use by specific persons familiar with the business and affairs of the 
Company and are being furnished and should be considered only in connection with other information, oral or written, being provided by us in connection herewith.  These materials are not 
intended to provide the sole basis for evaluating, and should not be considered a recommendation with respect to, any transacend to provide the sole basis for evaluat g, and should no  be con idered a recommendation with respect t tion or other matter. . These materials do not constitute an offer or ials do not constitute an offer orint ed in t s o, any transaction or other matter These mater
solicitation to sell or purchase any securities and are not a commitment by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any transaction or to 
purchase any security in connection therewith. These materials are for discussion purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and 
risk perspective, as appropriate, following our discussion with the Company. We assume no obligation to update or otherwise revise these materials.  These materials have not been prepared 
with a view toward public disclosure under applicable securities laws or otherwise, are intended for the benefit and use of the Company, and may not be reproduced, disseminated, quoted or 
referred to, in whole or in part, without our prior written consent.  These materials may not reflect information known to other professionals in other business areas of Bank of America 
Corporation and its affiliates. 

Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives 
t di  f i h d th  b k ti iti d i i l i ti ll idi  i t t t d i t  b ki t d i t t t fi itrading, foreign exchange and other brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing 
and strategic advisory services and other commercial services and products to a wide range of corporations, governments and individuals, domestically and offshore, from which conflicting 
interests or duties, or a perception thereof, may arise.  In the ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, 
make or hold long or short positions, finance positions or trade or otherwise effect transactions, for their own accounts or the accounts of customers, in debt, equity or other securities or 
financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company that may be involved in a transaction.  Products 
and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America Corporation. We have adopted policies and guidelines 
designed to preserve the independence of our research analysts.  These policies prohibit employees from offering research coverage, a favorable research rating or a specific price target or 
offering to change a research rating or price target as consideration for or an inducement to obtain business or other compensation.  We are required to obtain, verify and record certain 
information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as 
applicable, with the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States. 

We do not provide legal, compliance, tax or accounting advice.  Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and 
cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, 
marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then the statement expressed herein is being delivered to support the 
promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular circumstances from an independent tax advisor.  
Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax treatment and tax structure of a transaction 
(including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or, except to the extent relating to such tax 
t t  t t t t bli i l  fi i l i f ti ) d ft th li t t f th d t f (i) bli t f di i l ti t hstructure or tax treatment, any nonpublic commercial or financial information) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such 

transaction, (ii) public announcement of such transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if 
such transaction is not consummated for any reason, the provisions of this sentence shall cease to apply. Copyright 2009 Bank of America Corporation. 
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Market Turbulence and Term Debt Issuance Have Significantly Impacted CP Volumes 
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900 LIBOR Yield-Curve Lowers and Flattens –particularly 
in the Short End 
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At $46 billion, the Tier-2 market is at a level not seen since 1995. , 
Low supply has caused a significant reduction in credit spreads 
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(1) Source: Federal Reserve as of October 7, 2009 
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Tier-2 US Commercial Paper Market Update 
Market Analysis:  Tier-2 US Commercial Paper Market Update 

Tier-2 Market Overview
 

�  Investor demand appears to be outpacing current supply – providing an excellent backdrop for new or additional Tier-2 issuance 

� While Tier-2 market outstandings have increased over the past few weeks to $46 billion, they remain significantly below historical levels 

� Approximately 100 current issuers; 15 issuers have more than $500 million in outstandings. It is commonplace for active Tier-2 issuers to maintain  
outstandings between $100 - $300 million 

�  The largest issuers currently maintain outstandings in the $$1 billion - $$2.5 billion range 

� Pricing is name and industry dependent and currently ranges from LIBOR + 10 to + 50 bps. Consumer product companies trade best-in-class 

� 86% of the Tier-2 market have maturities of 45 days or less (1) 

�  The dominant investors for Tier-2 commercial paper are insurance companies, banks, and corporates, irrespective of credit cycles 

Spreads for Tier-2 Issuers have tightened dramatically since 4Q 2008.  

Tier-2 Distribution Analysis (2) 

Geographic Distribution Institutional Distribution 

Finance Gov't Eastern Hedge Cos. South 
Funds 3%2% 

36% 

29% 

3% 
7% 7%Southwest 

Asset 
7% Central Mgmt. t.Mgm 11% 11% 

Int'l 8% 
50% Insurance 

13% 
Banks West 

14% 

Corporate 
Northeast 

(1) Source: Federal Reserve Bank of New York. (2) Reflects data for BAML Tier-2 issuers; trade period 1/1/09 to 7/31/09. 
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Tier-2 US Commercial Paper Market Update 
Money Markets Appear to Have “Healed”… 

3-mo LIBOR - Overnight Index Swap Rate (“OIS” Spread) 3-mo LIBOR - 3-mo T-bills (“TED” Spread) 
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3-mo LIBOR - Fed Funds Effective Rate Spread Short Term Rates – Historical and Forecast 
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Frequently watched indicators have returned to levels last seen in the first half of 2008. This is a strong sign of healing in the money markets 

Source: Bloomberg as of 10/12/09 
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Tier-2 US Commercial Paper Market Update 
Commercial Paper Spreads Returning to Historical Levels … 
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Current Indicative Corporate CP Pricing & Liquidity 
Available Maturities Volatility 

CP Ratings Maximum CP Capacity ($B) Spread to 1-Month LIBOR (2) (Greatest Liquidity) (over Quarter & Year ends) 

A-1+/P-1/F1+ 5.0 – 10.0+ L – 5 to L – 8 bps Overnight – 6 months Low 

A-1/P-1/F1 5.0 – 10.0 L – 3 to L – 6 bps Overnight – 6 months Low 

A-2/P-2/F2 1.0 – 5.0 L + 10 to L + 50 bps Overnight – 3 months Medium 

(1) Sources: Fed and BAML. (2) Spreads reflect the range of current market pricing on 10/13/2009 and “all-in” levels, inclusive of dealer commissions. 
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