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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

This report on Form 10-Q, the documents that it incorporates by reference and the documents into which it may be
incorporated by reference may contain, and from time to time Bank of America Corporation (collectively with its
subsidiaries, the Corporation) and its management may make certain statements that constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements can be
identified by the fact that they do not relate strictly to historical or current facts. Forward-looking statements often use
words such as "anticipates," "targets," "expects,"” "hopes," "estimates," "intends," "plans," "goal," "believes,"
"continue," "suggests" and other similar expressions or future or conditional verbs such as "will," "may," "might,"
"should," "would" and "could." The forward-looking statements made represent the Corporation's current
expectations, plans or forecasts of its future results and revenues, and future business and economic conditions more
generally, and other future matters. These statements are not guarantees of future results or performance and involve
certain known and unknown risks, uncertainties and assumptions that are difficult to predict and are often beyond the
Corporation's control. Actual outcomes and results may differ materially from those expressed in, or implied by, any
of these forward-looking statements.

non non nn nn

You should not place undue reliance on any forward-looking statement and should consider the following
uncertainties and risks, as well as the risks and uncertainties more fully discussed elsewhere in this report, and under
Item 1A. Risk Factors of the Corporation's 2014 Annual Report on Form 10-K and in any of the Corporation's
subsequent Securities and Exchange Commission filings: the Corporation's ability to resolve representations and
warranties repurchase and related claims, including claims brought by investors or trustees seeking to distinguish
certain aspects of the ACE ruling or to assert other claims seeking to avoid the impact of the ACE ruling; the
possibility that the Corporation could face related servicing, securities, fraud, indemnity, contribution or other claims
from one or more counterparties, including trustees, purchasers of loans, underwriters, issuers, other parties involved
in securitizations, monolines or private-label and other investors; the possibility that final court approval of negotiated
settlements is not obtained, including the possibility that all of the conditions necessary to obtain final approval of the
BNY Mellon Settlement do not occur; the possibility that future representations and warranties losses may occur in
excess of the Corporation's recorded liability and estimated range of possible loss for its representations and
warranties exposures; the possibility that the Corporation may not collect mortgage insurance claims; potential claims,
damages, penalties, fines and reputational damage resulting from pending or future litigation and regulatory
proceedings, including the possibility that amounts may be in excess of the Corporation's recorded liability and
estimated range of possible losses for litigation exposures; the possibility that the European Commission will impose
remedial measures in relation to its investigation of the Corporation's competitive practices; the possible outcome of
LIBOR, other reference rate and foreign exchange inquiries and investigations; uncertainties about the financial
stability and growth rates of non-U.S. jurisdictions, the risk that those jurisdictions may face difficulties servicing their
sovereign debt, and related stresses on financial markets, currencies and trade, and the Corporation's exposures to such
risks, including direct, indirect and operational; the impact of U.S. and global interest rates, currency exchange rates
and economic conditions; the impact on the Corporation's business, financial condition and results of operations of a
potential higher interest rate environment; adverse changes to the Corporation's credit ratings from the major credit
rating agencies; estimates of the fair value of certain of the Corporation's assets and liabilities; uncertainty regarding
the content, timing and impact of regulatory capital and liquidity requirements, including, but not limited to, any
G-SIB surcharge; the possibility that in connection with our effort to exit our Advanced approaches parallel run, our
internal analytical models (including the internal models methodology) will either not be approved by U.S. banking
regulators, or will be approved with significant modifications, which could, for example, increase our risk-weighted
assets and, as a result, negatively impact our capital ratios under the Advanced approaches; the possible impact of
Federal Reserve actions on the Corporation's capital plans; the impact of implementation and compliance with new
and evolving U.S. and international regulations, including, but not limited to, recovery and resolution planning
requirements, the Volcker Rule and derivatives regulations; the impact of recent proposed U.K. tax law changes,
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including a reduction to the U.K. corporate tax rate, and the creation of a bank surcharge tax, which together, if
enacted, will result in a tax charge upon enactment and higher tax expense going forward, as well as a reduction in the
bank levy; a failure in or breach of the Corporation's operational or security systems or infrastructure, or those of third
parties, including as a result of cyber attacks and other similar matters.

Forward-looking statements speak only as of the date they are made, and the Corporation undertakes no obligation to
update any forward-looking statement to reflect the impact of circumstances or events that arise after the date the
forward-looking statement was made.

Notes to the Consolidated Financial Statements referred to in the Management's Discussion and Analysis of Financial
Condition and Results of Operations (MD&A) are incorporated by reference into the MD&A. Certain prior-period
amounts have been reclassified to conform to current period presentation. Throughout the MD&A, the Corporation
uses certain acronyms and abbreviations which are defined in the Glossary.

The Corporation's Annual Report on Form 10-K for the year ended December 31, 2014 as supplemented by a Current
Report on Form 8-K filed on April 29, 2015 to reflect reclassified business segment information is referred to herein
as the 2014 Annual Report on Form 10-K. These unaudited Consolidated Financial Statements should be read in
conjunction with the audited Consolidated Financial Statements of the Corporation's 2014 Annual Report on Form
10-K.
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Executive Summary
Business Overview

The Corporation is a Delaware corporation, a bank holding company (BHC) and a financial holding company. When
used in this report, "the Corporation" may refer to Bank of America Corporation individually, Bank of America
Corporation and its subsidiaries, or certain of Bank of America Corporation's subsidiaries or affiliates. Our principal
executive offices are located in Charlotte, North Carolina. Through our banking and various nonbank subsidiaries
throughout the U.S. and in international markets, we provide a diversified range of banking and nonbank financial
services and products through five business segments: Consumer Banking, Global Wealth & Investment Management
(GWIM), Global Banking, Global Markets and Legacy Assets & Servicing (LAS), with the remaining operations
recorded in All Other. Effective January 1, 2015, we aligned the segments with how we are managing the businesses
in 2015. For more information on this realignment, see Note 18 — Business Segment Information to the Consolidated
Financial Statements. Prior periods have been reclassified to conform to the current period presentation. We operate
our banking activities primarily under the Bank of America, National Association (Bank of America, N.A. or BANA)
charter. At June 30, 2015, the Corporation had approximately $2.1 trillion in assets and approximately 216,700
full-time equivalent employees.

As of June 30, 2015, we operated in all 50 states, the District of Columbia, the U.S. Virgin Islands, Puerto Rico and
more than 35 countries. Our retail banking footprint covers approximately 80 percent of the U.S. population, and we
serve approximately 48 million consumer and small business relationships with approximately 4,800 financial centers,
16,000 ATMs, nationwide call centers, and leading online and mobile banking platforms (www.bankofamerica.com).
We offer industry-leading support to approximately three million small business owners. Our wealth management and
trust businesses, with client balances of $2.5 trillion, provide tailored solutions to meet client needs through a full set
of brokerage, banking, trust and retirement products. We are a global leader in corporate and investment banking and
trading across a broad range of asset classes serving corporations, governments, institutions and individuals around the
world.

Second-Quarter 2015 Economic and Business Environment

In the U.S., economic growth rebounded in the second quarter of 2015, as the first-quarter adverse impacts of severe
winter weather and other temporary factors receded. Capital spending grew slowly, while nonresidential construction
picked up. In addition, led by a surge in vehicle sales, retail spending increased, partially supported by solid
employment gains and lower energy costs. Housing indicators also improved during the second quarter. The U.S.
Dollar stabilized but the impact of its recent strengthening contributed to continued export weakness during the
quarter.

Payroll gains increased modestly following a first-quarter slowdown, while wage gains remained historically low. The
unemployment rate continued to fall, ending the quarter at 5.3 percent. A limited rebound in energy costs drove
inflation during the quarter; however, core inflation (excluding food and energy) remained well below the Board of
Governors of the Federal Reserve System's (Federal Reserve) longer-term annual target of two percent.

While the Federal Reserve has continued to indicate that it would likely be appropriate to raise the target range for the
federal funds rate, we believe the Federal Reserve is unlikely to actually raise the target until late in the third quarter at
the earliest. Furthermore, the Federal Open Market Committee has indicated that it expects a more gradual firming of
monetary policy once tightening is underway. Longer-term U.S. Treasury yields moved higher during the quarter
while equities remained relatively unchanged.
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Internationally, economic growth continued in the eurozone, where certain nations benefited from quantitative easing
and a weaker Euro. In addition, last year's energy cost declines have continued to support solid domestic demand
growth in Japan, while Russia and Brazil remain in recession. Heightened concern about China surrounded its
substantial equity market declines, which persisted even with direct government intervention. Lower commodity
prices have also pressured Latin American economies. Puerto Rico's debt problems remain a concern, although it
avoided default at the end of the quarter and is currently preparing a new fiscal plan. As the quarter ended, attention
was directed toward Greece; however, financial markets remained stable through the end of the quarter, and
subsequently reacted positively to news of a potential settlement and bailout in exchange for austerity measures.
Despite heightened economic uncertainty surrounding Greece, we do not currently anticipate widespread contagion
from a potential Greek default or eurozone exit.
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Recent Events
New York Court Decision on Statute of Limitations

On June 11, 2015, the New York Court of Appeals, New York's highest appellate court, issued its opinion in ACE
Securities Corp. v. DB Structured Products, Inc. (ACE). The Court of Appeals held that, under New York law, a claim
for breach of contractual representations and warranties begins to run at the time the representations and warranties
are made, and rejected the argument that the six-year statute of limitations does not begin to run until the time
repurchase is refused. The Court of Appeals also held that compliance with the contractual notice and cure period was
a pre-condition to filing suit, and claims that did not comply with such contractual requirements prior to the expiration
of the statute of limitations were invalid. While no entity affiliated with the Corporation was a party to this litigation,
the vast majority of the private-label residential mortgage-backed securities (RMBS) trusts to which entities affiliated
with the Corporation sold loans and made representations and warranties are governed by New York law. The ACE
decision resulted in a reduction in our unresolved repurchase claims, a benefit in the provision for representations and
warranties and a decrease to both our accrued liability and estimated range of possible loss for representations and
warranties exposures. For additional information, see Note 7 — Representations and Warranties Obligations and
Corporate Guarantees to the Consolidated Financial Statements.

Capital Management

In the second quarter of 2015, we repurchased $775 million of common stock in connection with our 2015
Comprehensive Capital Analysis and Review (CCAR) capital plan, which included a request to repurchase $4.0
billion of common stock over five quarters beginning in the second quarter of 2015, and to maintain the quarterly
common stock dividend at the current rate of $0.05 per share. Based on the conditional non-objection we received
from the Federal Reserve on our 2015 CCAR submission, we are required to resubmit our CCAR capital plan by
September 30, 2015 and address certain weaknesses identified in the capital planning process. We have responded to
the Federal Reserve with action plans to review and make improvements to our CCAR process to better align with
regulatory expectations. We are currently in the process of executing on this plan. For additional information, see
Capital Management on page 58.

Global Systemically Important Bank Surcharge

In July 2015, the Federal Reserve finalized a regulation requiring global systemically important bank holding
companies (G-SIBs) to hold additional capital. The final rule established the criteria for identifying a G-SIB and the
methods used to calculate a risk-based capital surcharge (G-SIB surcharge), which is calibrated to each G-SIB's
overall systemic risk. The G-SIB surcharge must be satisfied with Common equity tier 1 capital and will be phased in
beginning on January 1, 2016, becoming fully effective on January 1, 2019. Under certain assumptions, we estimate
that our G-SIB surcharge will increase our risk-based capital ratio requirements by 3.0 percent. For additional
information, see Capital Management — Regulatory Developments on page 67.

Management Team Changes

On July 22, 2015, we announced certain changes to the Corporation's executive management team. For additional
information, see the Corporation's Form 8-K filed on July 23, 2015.

10
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Selected Financial Data

Table 1 provides selected consolidated financial data for the three and six months ended June 30, 2015 and 2014, and

at June 30, 2015 and December 31, 2014.

Table 1
Selected Financial Data

(Dollars in millions, except per share information)

Income statement

Revenue, net of interest expense (FTE basis) ()

Net income

Diluted earnings per common share

Dividends paid per common share

Performance ratios

Return on average assets

Return on average tangible common shareholders' equity (1)
Efficiency ratio (FTE basis) ()

Asset quality

Allowance for loan and lease losses at period end
Allowance for loan and lease losses as a percentage of total
loans and leases outstanding at period end
Nonperforming loans, leases and foreclosed properties at
period end @

Net charge-offs )

Annualized net charge-offs as a percentage of average loans
and leases outstanding -3

Annualized net charge-offs as a percentage of average loans
and leases outstanding, excluding the purchased
credit-impaired loan portfolio 2

Annualized net charge-offs and purchased credit-impaired
write-offs as a percentage of average loans and leases
outstanding

Ratio of the allowance for loan and lease losses at period end

to annualized net charge-offs )

Ratio of the allowance for loan and lease losses at period end

to annualized net charge-offs, excluding the purchased
credit-impaired loan portfolio

Ratio of the allowance for loan and lease losses at period end

to annualized net charge-offs and purchased credit-impaired
write-offs

Balance sheet

Total loans and leases
Total assets

Total deposits

Three Months Ended June

30

2015 2014
$22,345 $21,960
5,320 2,291

0.45 0.19

0.05 0.01

0.99 % 0.42 %
12.78 547

61.84 84.43
$1,068 $1,073

0.49 % 0.48 %
0.50 0.49

0.62 0.55

3.05 3.67

2.79 3.25

240 3.20

Six Months Ended June 30
2015 2014
$43,766 $44,727
8,677 2,015

0.72 0.14

0.10 0.02

0.82 % 0.19 %
10.38 2.05

67.43 91.17
$13,068 $15,811
1.49 % 1.75 %
$11,565 $15,300
2,262 2,461

0.53 % 0.55 %
0.54 0.56

0.66 0.67

2.86 3.19

2.62 2.82

2.28 2.60

June 30 December 31
2015 2014
$886,449 $881,391
2,149,034 2,104,534
1,149,560 1,118,936

11
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Total common shareholders' equity 229,386 224,162
Total shareholders' equity 251,659 243,471
Capital ratios under Basel 3 Standardized — Transition

Common equity tier 1 capital 11.2 % 12.3 %
Tier 1 capital 12.5 13.4

Total capital 15.5 16.5

Tier 1 leverage 8.5 8.2

Fully taxable-equivalent (FTE) basis, return on average tangible common shareholders' equity and the efficiency

(1) ratio are non-GAAP financial measures. Other companies may define or calculate these measures differently. For
more information on these measures and ratios, and a corresponding reconciliation to GAAP financial measures,
see Supplemental Financial Data on page 17.

Balances and ratios do not include loans accounted for under the fair value option. For additional exclusions from
nonperforming loans, leases and foreclosed properties, see Consumer Portfolio Credit Risk Management —

@) Nonperforming Consumer Loans, Leases and Foreclosed Properties Activity on page 95 and corresponding Table
50, and Commercial Portfolio Credit Risk Management — Nonperforming Commercial Loans, Leases and
Foreclosed Properties Activity on page 105 and corresponding Table 59.

Net charge-offs exclude $290 million and $578 million of write-offs in the purchased credit-impaired loan
portfolio for the three and six months ended June 30, 2015 compared to $160 million and $551 million for the

() same periods in 2014. These write-offs decreased the purchased credit-impaired valuation allowance included as
part of the allowance for loan and lease losses. For more information on purchased credit-impaired write-offs, see
Consumer Portfolio Credit Risk Management — Purchased Credit-impaired Loan Portfolio on page 90.

12
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Financial Highlights

Net income was $5.3 billion, or $0.45 per diluted share, and $8.7 billion, or $0.72 per diluted share for the three and
six months ended June 30, 2015 compared to $2.3 billion, or $0.19, and $2.0 billion, or $0.14 for the same periods in
2014. The results for the three and six months ended June 30, 2015 compared to the prior-year periods were primarily
driven by decreases of $3.8 billion and $9.5 billion in litigation expense, as well as decreases in certain other
noninterest expense categories, partially offset by lower noninterest income and higher provision for credit losses. Net
interest income on a fully taxable-equivalent (FTE) basis increased in the three-month period largely due to positive
market-related adjustments on debt securities.

Consumer Banking average deposits increased six percent for the six months ended June 30, 2015 compared to the
same period in 2014, and total corporate mortgage and home equity loan production was $36.1 billion compared to
$24.5 billion for the same period in 2014. GWIM client balances were a record $2.5 trillion at June 30, 2015, an
increase of $53 billion from June 30, 2014 including record assets under management (AUM) balances of $930 billion
at June 30, 2015. Global Banking period-end loans increased seven percent at June 30, 2015 compared to June 30,
2014, and Bank of America Merrill Lynch maintained a leadership position with total firmwide investment banking
fees (excluding self-led deals) of $3.0 billion for the six months ended June 30, 2015. Global Markets equities sales
and trading revenue improved primarily driven by increased client activity in the Asia-Pacific region; while
fixed-income, currencies and commodities (FICC) was down within the credit-related businesses due to lower trading
volumes, partially offset by improvement in rates, currencies and commodities products as increased volatility led to
higher client activity. The number of 60 plus days delinquent first-lien mortgage loans serviced by LAS declined to
132 thousand loans at June 30, 2015 from 263 thousand loans at June 30, 2014, and noninterest expense, excluding
litigation, decreased due to lower default-related staffing and other default-related servicing expenses.

Total assets increased $44.5 billion from December 31, 2014 to $2.1 trillion at June 30, 2015 primarily due to higher
cash and cash equivalents as a result of strong deposit inflows driven by growth in customer and client activity, as
well as continued commercial loan growth. During the six months ended June 30, 2015, we returned $1.8 billion in
capital to common shareholders through common stock repurchases and dividends. For more information on the
increase in total assets and other significant balance sheet items, see Executive Summary — Balance Sheet Overview on
page 12. During the first half of 2015, we maintained our strong capital position with Common equity tier 1 capital of
$158.3 billion and a Common equity tier 1 capital ratio of 11.2 percent at June 30, 2015 compared to $155.4 billion
and 12.3 percent at December 31, 2014 as measured under Basel 3 Standardized — Transition. The Corporation's
supplementary leverage ratio was 6.3 percent and 5.9 percent at June 30, 2015 and December 31, 2014, both above the
5.0 percent required minimum. Our Global Excess Liquidity Sources were $484 billion with time-to-required funding
at 40 months at June 30, 2015 compared to $439 billion and 39 months at December 31, 2014. For additional
information, see Capital Management on page 58 and Liquidity Risk on page 70.

7
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Table 2
Summary Income Statement
;’r(})l ree Months Ended June Six Months Ended June 30

(Dollars in millions) 2015 2014 2015 2014
Net interest income (FTE basis) (1) $10,716 $10,226 $20,386 $20,512
Noninterest income 11,629 11,734 23,380 24,215
Total revenue, net of interest expense (FTE basis) (1) 22,345 21,960 43,766 44,727
Provision for credit losses 780 411 1,545 1,420
Noninterest expense 13,818 18,541 29,513 40,779
Income before income taxes (FTE basis) (1 7,747 3,008 12,708 2,528
Income tax expense (FTE basis) (1) 2,427 717 4,031 513
Net income 5,320 2,291 8,677 2,015
Preferred stock dividends 330 256 712 494
Net income applicable to common shareholders $4,990 $2,035 $7,965 $1,521
Per common share information
Earnings $0.48 $0.19 $0.76 $0.14
Diluted earnings 0.45 0.19 0.72 0.14

. . . .. June 30 December 31
Capital ratios under Basel 3 Standardized — Transition? 015 2014
Common equity tier 1 capital 11.2 % 12.3 %
Tier 1 capital 12.5 13.4
Total capital 15.5 16.5
Tier 1 leverage 8.5 8.2

. FTE basis is a non-GAAP financial measure. For more information on this measure and for a corresponding
reconciliation to GAAP financial measures, see Supplemental Financial Data on page 17.
(2 For more information on capital management and the related capital ratios, see Capital Management on page 58.

Net Interest Income

Net interest income on an FTE basis increased $490 million to $10.7 billion, and decreased $126 million to $20.4
billion for the three and six months ended June 30, 2015 compared to the same periods in 2014. The net interest yield
on an FTE basis increased 15 basis points (bps) to 2.37 percent, and increased one bp to 2.27 percent for the three and
six months ended June 30, 2015 compared to the same periods in 2014. The increase for the three months ended June
30, 2015 compared to the same period in 2014 was driven by an $844 million improvement in market-related
adjustments on debt securities, lower long-term debt balances and commercial loan growth, partially offset by lower
loan yields and consumer loan balances. Market-related adjustments on debt securities resulted in a benefit of $669
million for the three months ended June 30, 2015 compared to an expense of $175 million for the same period in
2014. The improvement in market-related adjustments on debt securities was primarily due to the increase in
long-term interest rates which extended the estimated lives of mortgage-related debt securities resulting in a
reinstatement of previously amortized purchase premium and a corresponding increase to interest income. Also
included in market-related adjustments is hedge ineffectiveness that impacted net interest income.

The decrease for the six months ended June 30, 2015 was driven by lower loan yields and consumer loan balances,
and lower net interest income from the asset and liability management (ALM) portfolio, partially offset by a $633
million improvement in market-related adjustments on debt securities, lower long-term debt balances and commercial
loan growth. Market-related adjustments on debt securities resulted in a benefit of $185 million for the six months

14
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ended June 30, 2015 compared to an expense of $448 million for the same period in 2014. For additional information,
see Note 1 — Summary of Significant Accounting Principles to the Consolidated Financial Statements of the
Corporation's 2014 Annual Report on Form 10-K.
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Noninterest Income
Table 3
Noninterest Income

g(l)l ree Months Ended June Six Months Ended June 30
(Dollars in millions) 2015 2014 2015 2014
Card income $1,477 $1,441 $2,871 $2,834
Service charges 1,857 1,866 3,621 3,692
Investment and brokerage services 3,387 3,291 6,765 6,560
Investment banking income 1,526 1,631 3,013 3,173
Equity investment income 88 357 115 1,141
Trading account profits 1,647 1,832 3,894 4,299
Mortgage banking income 1,001 527 1,695 939
Gains on sales of debt securities 168 382 436 759
Other income 478 407 970 818
Total noninterest income $11,629 $11,734 $23,380 $24.215

Noninterest income decreased $105 million to $11.6 billion, and $835 million to $23.4 billion for the three and six
months ended June 30, 2015 compared to the same periods in 2014. The following highlights the significant changes.

Investment and brokerage services income increased $96 million and $205 million primarily driven by
. increased asset management fees due to the impact of long-term AUM flows and higher market levels, partially
offset by lower transactional revenue.

Investment banking income decreased $105 million for the three months ended June 30, 2015 compared to the same
period in 2014 due to lower equity issuance fees as the prior-year period included record equity issuance fees.
Investment banking income decreased $160 million for the six months ended June 30, 2015 compared to the same
period in 2014 driven by lower debt and equity issuance fees, partially offset by higher advisory fees.

Equity investment income decreased $269 million and $1.0 billion as the prior-year periods included gains from an
tnitial public offering (IPO) of an equity investment in Global Markets. The decline for the six-month period was also
driven by a gain on the sale of a portion of an equity investment in the prior year.

Trading account profits decreased $185 million and $405 million due to declines in credit-related businesses due to
lower trading volumes, partially offset by increased client activity in equities and improvement in rates, currencies
and commodities products within FICC. For more information on trading account profits, see Global Markets on page
43.

Mortgage banking income increased $474 million and $756 million primarily due to a benefit in the provision for
representations and warranties, improved mortgage servicing rights (MSR) net-of-hedge performance and an increase
in core production revenue, partially offset by a decline in servicing fees.

Other income increased $71 million for the three months ended June 30, 2015 compared to the same period in 2014
due to gains associated with the sales of residential mortgage loans, higher net debit valuation adjustment (DVA)
gains on structured liabilities and lower U.K. consumer payment protection insurance (PPI) costs. Other income
increased $152 million for the six months ended June 30, 2015 compared to the same period in 2014 due to the same
factors as described in the three-month discussion above, partially offset by lower net DVA gains on structured
liabilities.
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Provision for Credit Losses

Table 4
Credit Quality Data

Three Months Ended June 30  Six Months Ended June 30
(Dollars in millions) 2015 2014 2015 2014
Provision for credit losses
Consumer $553 $157 $1,172 $807
Commercial 227 254 373 613
Total provision for credit losses $780 $411 $1,545 $1,420
Net charge-offs () $1,068 $1,073 $2,262 $2,461
Net charge-off ratio @ 0.49 % 0.48 % 0.53 % 0.55 %

(1) Net charge-offs exclude write-offs in the purchased credit-impaired loan portfolio.
(2 Net charge-off ratios are calculated as annualized net charge-offs divided by average outstanding loans and leases
excluding loans accounted for under the fair value option.

The provision for credit losses increased $369 million to $780 million, and $125 million to $1.5 billion for the three
and six months ended June 30, 2015 compared to the same periods in 2014. The provision for credit losses was $288
million and $717 million lower than net charge-offs, resulting in a reduction in the allowance for credit losses. The
provision for credit losses in the consumer portfolio increased from the prior-year periods as we continue to release
reserves, but at a slower pace than prior-year periods and also due to a lower level of recoveries on nonperforming
loan sales. This was partially offset by lower provision in the commercial portfolio, primarily in U.S. commercial. The
decreases in net charge-offs were due to credit quality improvement across most major portfolios. We expect net
charge-offs and the provision for credit losses to more closely align throughout the remainder of 2015. For more
information on the provision for credit losses, see Provision for Credit Losses on page 112.

Noninterest Expense
Table 5
Noninterest Expense

gg ree Months Ended June Six Months Ended June 30
(Dollars in millions) 2015 2014 2015 2014
Personnel $7,890 $8,306 $17,504 $18,055
Occupancy 1,027 1,079 2,054 2,194
Equipment 500 534 1,012 1,080
Marketing 445 450 885 892
Professional fees 494 626 915 1,184
Amortization of intangibles 212 235 425 474
Data processing 715 761 1,567 1,594
Telecommunications 202 324 373 694
Other general operating 2,333 6,226 4,778 14,612
Total noninterest expense $13,818 $18,541 $29,513 $40,779

Noninterest expense decreased $4.7 billion to $13.8 billion, and $11.3 billion to $29.5 billion for the three and six
months ended June 30, 2015 compared to the same periods in 2014. The following highlights the significant changes.

Personnel expense decreased $416 million and $551 million as we continue to streamline processes and achieve cost
savings.

18



Edgar Filing: BANK OF AMERICA CORP /DE/ - Form 10-Q

Professional fees decreased $132 million and $269 million due to lower default-related servicing expenses and legal
fees.

Telecommunications expense decreased $122 million and $321 million due to efficiencies gained as we have
simplified our operating model, including in-sourcing certain functions.

Other general operating expense decreased $3.9 billion and $9.8 billion primarily due to decreases in litigation
expense which were primarily related to previously disclosed legacy mortgage-related matters in the prior-year

periods.

10
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Income Tax Expense
Table 6
Income Tax Expense

g(l)l ree Months Ended June Six Months Ended June 30
(Dollars in millions) 2015 2014 2015 2014
Income before income taxes $7,519 $2,795 $12,261 $2.114
Income tax expense 2,199 504 3,584 99
Effective tax rate 29.2 % 18.0 % 29.2 % 4.7 %

The effective tax rates increased for the three and six months ended June 30, 2015 compared to the same periods in
2014 as the impact of recurring tax preference benefits had less of an impact on the effective tax rate in 2015 than in
2014. Also reflected in the effective tax rate for the six months ended June 30, 2014 was the impact of certain accruals
estimated to be nondeductible, largely offset by discrete tax benefits, principally from the resolution of certain tax
matters. We expect an effective tax rate of approximately 30 percent, absent any unusual items, such as any impact of
U.K. proposed tax law changes described below, for the remainder of 2015.

On July 8, 2015, the U.K. Chancellor's Budget (the Budget) was released, proposing to reduce the U.K. corporate
income tax rate by two percent to 18 percent. The first one percent reduction would be effective on April 1, 2017 and
the second on April 1, 2020. The Budget also proposed a tax surcharge on banking institutions of eight percent, to be
effective on January 1, 2016, and proposed that existing net operating loss carryforwards may not reduce the
additional surcharge income tax liability. These proposals, which may become law later in 2015, would require us to
remeasure our U.K. deferred tax assets, which we estimate would result in a charge of approximately $200 million to
$300 million in the period of enactment.

11
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Balance Sheet Overview

Table 7
Selected Balance Sheet Data

. . June 30 December 31
(Dollars in millions) 2015 2014 % Change
Assets
Cash and cash equivalents $163,514 $138,589 18 %
iesclelzlral funds sold and securities borrowed or purchased under agreements to 199.903 191,823 4
Trading account assets 189,106 191,785 (1 )
Debt securities 392,379 380,461 3
Loans and leases 886,449 881,391 1
Allowance for loan and lease losses (13,068 ) (14,419 ) (9 )
All other assets 330,751 334,904 (1 )
Total assets $2,149,034 $2,104,534 2
Liabilities
Deposits $1,149,560 $1,118,936 3 %
Federal funds purchased and securities loaned or sold under agreements to 213,024 201277 6
repurchase
Trading account liabilities 72,596 74,192 (2 )
Short-term borrowings 39,903 31,172 28
Long-term debt 243,414 243,139 —
All other liabilities 178,878 192,347 (7 )
Total liabilities 1,897,375 1,861,063 2
Shareholders' equity 251,659 243,471 3
Total liabilities and shareholders' equity $2,149,034 $2,104,534 2

Balance Sheet Analysis
Assets

At June 30, 2015, total assets were approximately $2.1 trillion, up $44.5 billion from December 31, 2014. The key
driver of the increase in assets was increased cash and cash equivalents primarily due to strong deposit inflows driven
by growth in customer and client activity. Also contributing to the increase were net purchases of mortgage-backed
securities (MBS), higher securities borrowed or purchased under agreements to resell primarily due to deployment of
excess liquidity and an increase in commercial loan balances. These increases were partially offset by a decline in
consumer loan balances due to loan sales and portfolio run-off outpacing new originations, and a reduction in trading
account assets. The Corporation took certain actions during the six months ended June 30, 2015 to further optimize
liquidity in response to the Basel 3 Liquidity Coverage Ratio (LCR) requirements. Most notably, we exchanged loans
supported by long-term standby agreements with Fannie Mae (FNMA) and Freddie Mac (FHLMC) into debt
securities guaranteed by FNMA and FHLMC, which further improved liquidity in the ALM portfolio.

Liabilities and Shareholders' Equity

At June 30, 2015, total liabilities were approximately $1.9 trillion, up $36.3 billion from December 31, 2014,
primarily driven by an increase in deposits, as well as increases in securities loaned or sold under agreements to
repurchase and short-term borrowings. These increases were partially offset by declines in payables and derivative
liabilities included in all other liabilities. Long-term debt remained relatively unchanged.
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Shareholders' equity of $251.7 billion at June 30, 2015 increased $8.2 billion from December 31, 2014 driven by
earnings and preferred stock issuances, partially offset by returns of capital to shareholders through share repurchases
and common dividends, and a decrease in accumulated other comprehensive income (OCI) due to a negative net
change in the fair value of available-for-sale (AFS) debt securities as a result of the increase in interest rates.

12
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Table 8
Selected Quarterly Financial Data

2015 Quarters 2014 Quarters
(In millions, except per share information) Second First Fourth Third Second
Income statement
Net interest income $10,488 $9,451 $9,635 $10,219 $10,013
Noninterest income 11,629 11,751 9,090 10,990 11,734
Total revenue, net of interest expense 22,117 21,202 18,725 21,209 21,747
Provision for credit losses 780 765 219 636 411
Noninterest expense 13,818 15,695 14,196 20,142 18,541
Income before income taxes 7,519 4,742 4,310 431 2,795
Income tax expense 2,199 1,385 1,260 663 504
Net income (loss) 5,320 3,357 3,050 (232 ) 2,291
Net income (loss) applicable to common 4.990 2.975 2,738 470 ) 2,035
shareholders
Average common shares issued and outstanding 10,488 10,519 10,516 10,516 10,519
Average.dlluted common shares issued and 11,238 11267 11274 10,516 11,265
outstanding (1)
Performance ratios
Return on average assets 0.99 % 0.64 % 0.57 % n/m 0.42 %
Four quarter trailing return on average assets @ 0.54 0.39 0.23 0.24 % 0.37
Return on average common shareholders' equity 8.75 5.35 4.84 n/m 3.68
Return on average tangible common 1278 788 715 o/m 547

shareholders' equity
Return on average tangible shareholders' equity 11.93

3) 7.85 7.08 n/m 5.64
Total ending equity to total ending assets 11.71 11.67 11.57 11.24 10.94
Total average equity to total average assets 11.67 11.49 11.39 11.14 10.87
Dividend payout 10.49 17.68 19.21 n/m 5.16
Per common share data

Earnings (loss) $0.48 $0.28 $0.26 $0.04 ) $0.19
Diluted earnings (loss) (1) 0.45 0.27 0.25 (0.04 ) 0.19
Dividends paid 0.05 0.05 0.05 0.05 0.01
Book value 2191 21.66 21.32 20.99 21.16
Tangible book value 3 15.02 14.79 14.43 14.09 14.24
Market price per share of common stock

Closing $17.02 $15.39 $17.89 $17.05 $15.37
High closing 17.67 17.90 18.13 17.18 17.34
Low closing 15.41 15.15 15.76 14.98 14.51
Market capitalization $178,231 $161,909 $188,141 $179,296 $161,628

The diluted earnings (loss) per common share excluded the effect of any equity instruments that are antidilutive to
(1) earnings per share. There were no potential common shares that were dilutive in the third quarter of 2014 because
of the net loss applicable to common shareholders.
(2 Calculated as total net income (loss) for four consecutive quarters divided by annualized average assets for four
consecutive quarters.
Tangible equity ratios and tangible book value per share of common stock are non-GAAP financial measures.
() Other companies may define or calculate these measures differently. For more information on these ratios and for

corresponding reconciliations to GAAP financial measures, see Supplemental Financial Data on page 17.
“
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For more information on the impact of the purchased credit-impaired loan portfolio on asset quality, see Consumer
Portfolio Credit Risk Management on page 78.

Includes the allowance for loan and lease losses and the reserve for unfunded lending commitments.

Balances and ratios do not include loans accounted for under the fair value option. For additional exclusions from
nonperforming loans, leases and foreclosed properties, see Consumer Portfolio Credit Risk Management —
Nonperforming Consumer Loans, Leases and Foreclosed Properties Activity on page 95 and corresponding Table
50, and Commercial Portfolio Credit Risk Management — Nonperforming Commercial Loans, Leases and
Foreclosed Properties Activity on page 105 and corresponding Table 59.

Primarily includes amounts allocated to the U.S. credit card and unsecured consumer lending portfolios in
Consumer Banking, purchased credit-impaired loans and the non-U.S. credit card portfolio in All Other.

Net charge-offs exclude $290 million, $288 million, $13 million, $246 million and $160 million of write-offs in
the purchased credit-impaired loan portfolio in the second and first quarters of 2015 and in the fourth, third and
second quarters of 2014, respectively. These write-offs decreased the purchased credit-impaired valuation
allowance included as part of the allowance for loan and lease losses. For more information on purchased
credit-impaired write-offs, see Consumer Portfolio Credit Risk Management — Purchased Credit-impaired Loan
Portfolio on page 90.

n/m = not meaningful
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Table 8
Selected Quarterly Financial Data (continued)

2015 Quarters

(Dollars in millions) Second
Average balance sheet
Total loans and leases $881,415
Total assets 2,151,966
Total deposits 1,146,789
Long-term debt 242,230
Common shareholders' equity 228,780
Total shareholders' equity 251,054
Asset quality @
Allowance for credit losses $13,656
Nonperforming loans, leases and foreclosed

. 11,565
properties (©)
Allowance for loan and lease losses as a
percentage of total loans and leases outstanding 1.49
(6)
Allowance for loan and lease losses as a
percentage of total nonperforming loans and 122
leases ©®
Allowance for loan and lease losses as a
percentage of total nonperforming loans and 111
leases, excluding the PCI loan portfolio ©)
Amounts included in allowance for loan and
lease losses for loans and leases that are

. $5,050
excluded from nonperforming loans and leases
7
Allowance for loan and lease losses as a
percentage of total nonperforming loans and
leases, 