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LANTRONIX, INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON NOVEMBER 18, 2004
9:00 A.M. PACIFIC TIME

TO THE STOCKHOLDERS OF LANTRONIX, INC.:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of

Lantronix, Inc., a Delaware corporation (the "Company"), will Dbe held on
THURSDAY, NOVEMBER 18, 2004, at 9:00 a.m., Pacific Time, at the corporate
headquarters of Lantronix, Inc. at 15353 Barranca Parkway, Irvine, CA 92618,

for the following purposes:

1. To elect two (2) directors to serve until the 2007 Annual Meeting of
Stockholders (notwithstanding item 3);

2. To replenish the Lantronix, 1Inc. 2000 Employee Stock Purchase Plan with
750,000 shares of common stock;

3. To declassify the board of directors to allow for annual election of all
directors and amend the Lantronix, Inc. Certificate of Incorporation
accordingly;

4. To ratify the appointment of Ernst & Young LLP as independent registered

public accountants of the Company for the year ending June 30, 2005; and

5. To transact such other business as may properly come before the meeting or
any adjournment (s) thereof.

The foregoing business items are more fully described in the following
pages which are made part of this Notice. Stockholders of record at the close
of business on Friday, September 24, 2004, may attend and vote at the Annual
Meeting. If vyou will not Dbe attending the meeting, we request you vote your
shares as promptly as possible. You may be eligible to vote your shares in a
number of ways. You may mark your votes, date, sign and return the Proxy or
voting instruction form in the postage-prepaid envelope enclosed for that
purpose. Any stockholder attending the meeting may vote in person, even if he,
she or 1t has already returned a Proxy.

H.K. Desai
Chairman
Board of Directors

Irvine, California
October 18, 2004

IMPORTANT: WHETHER YOU PLAN TO ATTEND THE ANNUAL MEETING, YOU ARE REQUESTED TO
PROMPTLY COMPLETE, SIGN, DATE, AND RETURN THE ENCLOSED PROXY IN THE ENVELOPE
PROVIDED.

LANTRONIX, INC.
CORPORATE HEADQUARTERS
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15353 BARRANCA PARKWAY
IRVINE, CALIFORNIA 92618
(949) 453-3990
WWW.LANTRONIX.COM

PROXY STATEMENT FOR 2004 ANNUAL MEETING OF STOCKHOLDERS

The enclosed Proxy 1is solicited on behalf of Lantronix, Inc. (the
"Company") for use at the Annual Meeting of Stockholders (the "Annual Meeting")
to Dbe held on Thursday, November 18, 2004, at 9:00 a.m., local time, and at any
adjournment (s) thereof, for the purposes set forth herein and in the

accompanying Notice of Annual Meeting of Stockholders. The Annual Meeting will
be held at the corporate office of Lantronix, Inc. at 15353 Barranca Parkway,
Irvine, CA 92618.

These proxy solicitation materials, which include the Proxy Statement,
Proxy, and Form 10-K/A, were first mailed on or about October 18, 2004, to all
stockholders entitled to wvote at the Annual Meeting.

INFORMATION CONCERNING SOLICITATION AND VOTING
RECORD DATE

Stockholders of record at the close of business on September 24, 2004 (the
"Record Date") are entitled to notice of the Annual Meeting and to vote at the
Annual Meeting. Presence 1n person or by Proxy of a majority of the shares of
common stock outstanding on the Record Date is required for a quorum. As of the
close of Dbusiness on the Record Date, 58,447,146 Shares of Common Stock, par
value of $0.0001 per share, were issued and outstanding and were the only class
of wvoting securities outstanding.

REVOCABILITY OF PROXIES

Properly executed and unrevoked proxies received by the Company will be
voted at the Annual Meeting in accordance with the instructions thereon. Where
no instructions are specified, the proxies will Dbe voted in favor of all
proposals set forth in the ©Notice of Meeting.

Any person giving a proxy in response to this solicitation has the power to
revoke 1t at any time before it is voted. Proxies may be revoked by any of the

following actions:

- filing a written notice of revocation with our Secretary at our principal
executive office (15353 Barranca Parkway, Irvine, California 92618);

- filing with our Secretary at our principal executive office (15353 Barranca
Parkway, Irvine, California 92618) a properly executed proxy showing a

later date; or

- attending the meeting and voting in person by Dballot.

OUR VOTING RECOMMENDATIONS

The Board of Directors recommends that you vote:
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- "FOR" the Nominees to serve as directors until the 2007 Annual Meeting of
Stockholders (notwithstanding the third item);

- "FOR" the replenishment of the Lantronix, Inc. 2000 Employee Stock Purchase
Plan with 750,000 shares of Lantronix common stock;

- "FOR" amendment of the Lantronix, Inc. Certificate of Incorporation to
effect the declassification of the board of directors to allow for annual
election of all directors; and

- "FOR" the ratification of the appointment of Ernst & Young LLP as
independent registered public accountants of the Company for the fiscal
year ending June 30, 2005.

VOTING AND SOLICITATION

Each share of Common Stock outstanding on the Record Date of September 24,
2004, will be entitled to one vote on all matters presented at the Annual
Meeting. Stockholders do not have the right to cumulate their votes in the
election of directors.

By signing and returning the proxy card according to the enclosed
instructions, you are enabling Marc Nussbaum, Chief Executive Officer and
Vincent J. Roth, Deputy General Counsel, who are named on the proxy card as
"proxy holders," to vote your shares at the meeting in the manner you indicate.
We encourage vyou to sign and return the proxy card even if you plan to attend
the meeting. In this way, your shares will be voted even if you are unable to
attend the meeting.

Shares of Common Stock represented Dby properly dated, executed, and
returned Proxies will, wunless such Proxies have been previously revoked, be
voted 1in accordance with the instructions indicated thereon. In the absence of
specific instructions to the contrary, properly executed proxies will be voted:
(1) FOR the election of each of the Company's nominee(s) for director; and (ii)
"FOR" the replenishment of the Lantronix, Inc. 2000 Employee Stock Purchase Plan

with 750,000 shares of Lantronix common stock; and (iii) "FOR" the
declassification of the board of directors to allow for annual election of all
directors; and (iv) "FOR" the ratification of the appointment of Ernst & Young

LLP as independent registered public accountants of the Company for the fiscal
year ending June 30, 2005. No Dbusiness other than that set forth in the
accompanying Notice of Annual Meeting of Stockholders is expected to come before
the Annual Meeting. Should any other matter requiring a vote of stockholders
properly arise, the persons named in the enclosed form of proxy will vote such
proxy 1n accordance with the recommendation of the Board of Directors.

We will pay the costs of soliciting Proxies from stockholders, including
the preparation, assembly, printing and mailing of proxy solicitation materials.
We will provide copies of solicitation materials to banks, brokerage houses,
fiduciaries and custodians holding in their names shares of Common Stock
beneficially owned by others to forward these materials to the beneficial owners
of Common Stock. We may reimburse Dbrokerage firms and other such persons
representing Dbeneficial owners of Common Stock for their expenses in forwarding
solicitation materials to such beneficial owners. Proxies may be solicited by
certain of the directors, officers and employees of the Company, without
additional compensation, ©personally or by telephone, telegram, letter or
facsimile.

HOUSEHOLDING

In an effort to reduce printing costs and postage fees, the Company has
adopted a practice approved by the Securities and Exchange Commission ("SEC")
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called "householding." Under this practice, stockholders who have the same
address and last name and do not participate in electronic delivery of proxy
materials will receive only one copy of the Company's proxy materials unless one
or more of these stockholders notifies the Company that they wish to continue

receiving individual copies. Stockholders who participate in householding will
continue to receive separate proxy cards.

If you share an address with another stockholder and received only one set
of proxy materials and would like to request a separate copy of these materials
and/or future proxy materials, please send your request to: Lantronix, Inc.,
15353 Barranca Parkway, Irvine, California 92618, Attention: Investor Relations,
or visit the Company's website at www.lantronix.com. You may also contact the
Company 1if you received multiple copies of the proxy materials and would prefer
to receive a single copy in the future.

QUORUM; ABSTENTIONS; BROKER NON-VOTES
The required quorum for the transaction of business at the Annual Meeting

is a majority of the votes eligible to be cast by holders of shares of Common
Stock issued and outstanding on the Record Date. Shares that are voted "FOR,"

"WITHHELD FROM," "ABSTAIN," or "AGAINST" a matter are treated as being present
at the meeting for purposes of establishing a quorum and are also treated as
shares entitled to vote at the Annual Meeting (the "Votes Cast") with respect to

such matter.

Although the 1law 1in Delaware 1is wunclear as to the proper treatment of
abstentions, the Company believes that abstentions should Dbe counted for
purposes of determining both (i) the presence or absence of a quorum for the
transaction of business and (ii) the total number of Votes Cast with respect to
a proposal (other than the election of directors). In the absence of controlling
precedent to the contrary, the Company intends to treat abstentions in this
manner. Accordingly, abstentions will have the same effect as a vote against the
proposal.

Under the rules that govern brokers who have record ownership of shares
that are held in "street name" for their clients, who are the beneficial owners
of the shares, brokers have discretion to vote these shares on routine matters
but not on non-routine matters. Thus, if you do not otherwise instruct your
broker, the Dbroker may turn in a proxy card voting your shares "FOR" routine
matters but expressly instructing that the broker is NOT voting on non-routine
matters. A "broker non-vote" occurs when a broker expressly instructs on a proxy
card that it is not voting on a matter, whether routine or non-routine. Broker
non-votes are counted for the purpose of determining the presence or absence of
a quorum but are not counted for determining the number of Votes Cast for or
against a proposal.

DEADLINE FOR RECEIPT OF STOCKHOLDER PROPOSALS

Requirements for Stockholder Proposals to be Considered for Inclusion in
our 2005 Proxy Materials. Stockholders may submit proposals that they believe
should be voted upon at the Annual Meeting or nominate persons for election to
our Board of Directors. Pursuant to Rule 14a-8 under the Securities Exchange Act
of 1934, as amended ("Rule 14a-8"), some stockholder proposals may be eligible
for inclusion in our 2005 Proxy Statement. Any such stockholder proposals must
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be submitted in writing to the attention of the Secretary, Lantronix, Inc.,
15353 Barranca Parkway, Irvine, California 92618, no later than June 13, 2005 or
the date which is 120 calendar days prior to the anniversary of the mailing date
of this Proxy Statement. Stockholders interested in submitting such a proposal
are advised to contact knowledgeable legal counsel with regard to the detailed
requirements of applicable securities laws. The submission of a stockholder
proposal does not guarantee that it will Dbe included in our 2005 Proxy
Statement.

Requirements for Stockholder Proposals to be Brought Before the Annual
Meeting. Under our Bylaws, a proposal or a nomination that the stockholder does
not seek to include in our 2005 Proxy Statement pursuant to Rule 14a-8 may be
submitted 1in writing to the Secretary, Lantronix, Inc., 15353 Barranca Parkway,
Irvine, California 92618, for the 2005 Annual Meeting of Stockholders. Such
proposal or nomination must be delivered to or mailed and received at the
principal executive offices of the Company not less than 60 days nor more than
120 days prior to the date of the 2005 Annual Meeting. Note, however, that in
the event we provide less than 70 days notice or prior public disclosure to
stockholders of the date of the 2005 Annual Meeting, any stockholder proposal or
nomination not submitted pursuant to Rule 14a-8 must be submitted to us not
later than the close of business on the tenth day following the day on which
notice of the date of the 2005 Annual Meeting was mailed or public disclosure
was made. For example, if we provide notice of our 2005 Annual Meeting on
September 18, 2005, for a 2005 Annual Meeting on November 17, 2005, any such

proposal or nomination will Dbe considered untimely if submitted to us after
September 28, 2005. As described in our Bylaws, the stockholder submission must
include certain specified information concerning the proposal or nominee, as the

case may be, and information as to the stockholder's ownership of our common
stock. If a stockholder gives notice of such proposal after the deadline
computed in accordance with our Bylaws (the "Bylaw Deadline"), the stockholder

will not be permitted to present the proposal to the stockholders for a vote at
the 2005 Annual Meeting.

The rules of the SEC also establish a different deadline for submission of
stockholder ©proposals that are not intended to be included in our Proxy
Statement with respect to discretionary voting (the "Discretionary Vote
Deadline"). The Discretionary Vote Deadline for the 2005 Annual Meeting is
August 27, 2005, or the date which is 45 calendar days prior to the anniversary
of the mailing date of this Proxy Statement. If a stockholder gives notice of
such a proposal after the Discretionary Vote Deadline, our Proxy holders will be
allowed to wuse their discretionary voting authority to vote against the
stockholder ©proposal when and if the proposal is raised at the Annual Meeting.

Because the Bylaw Deadline 1s not capable of being determined until we
publicly announce the date for our 2005 Annual Meeting, it is possible that the
Bylaw Deadline may occur after the Discretionary Vote Deadline. In such a case,
a proposal received after the Discretionary Vote Deadline but before the Bylaw
Deadline would be eligible to be presented at the 2005 Annual Meeting and we
believe that our Proxy holders at such meeting would be allowed to use the
discretionary authority granted Dby the Proxy to vote against the proposal at
such meeting without including any disclosure of the proposal in the Proxy
Statement relating to such meeting.

We have not been notified by any stockholder of his, her or its intent to
present a stockholder ©proposal from the floor at the 2004 Annual Meeting. The
enclosed Proxy grants the Proxy holders discretionary authority to vote on any
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matter ©properly Dbrought Dbefore +the 2004 Annual Meeting, including any

stockholder ©proposals received between the date of this Proxy Statement and the
Bylaw Deadline for the 2004 Annual Meeting, which is October 21, 2004, or the
date which 1is ten calendar days after the date this Proxy Statement is mailed.

If a stockholder wishes to nominate a candidate for director, the
stockholder's notice shall also include the following information for the

candidate: (i) name, age, business address and residence address, (ii) principal
occupation or employment of such nominee, (iii) class and number of shares of
our stock beneficially owned by such nominee, (iv) any other information

required by the 1934 Act, and such candidate's written consent to being named in
the proxy statement as a nominee and to serving as a director if elected. The
stockholder giving notice shall also include his/her/its (i) name and address as
they appear on the Company's books, (ii) the class and number of our shares
which such stockholder owns on the date of such notice, and (iii) a description
of all arrangements between the stockholder and the nominee. A copy of the full
text of our Dbylaws 1s available from our Secretary upon written request.

NOMINATION OF DIRECTOR CANDIDATES

The Corporate Governance and Nominating Committee considers candidates for
board membership that our Board of Directors, management or stockholders

suggest. It is the policy of the Corporate Governance and Nominating Committee
to consider recommendations for candidates to our Board of Directors from
stockholders. The Corporate Governance and Nominating Committee will consider

persons recommended by our stockholders in the same manner as a nominee
recommended by our Board of Directors, individual board members or management.
The Corporate Governance and Nominating Committee assesses the appropriate
skills and characteristics of a nominee based on the composition of the board as
a whole and in such other areas as a nominee's qualification as independence,
diversity, skills, age and experience 1in such areas as operations, finance,
marketing and sales.

In addition, a stockholder may nominate a person directly for election to
our Board of Directors at an annual meeting of our stockholders provided they
meet the requirements set forth in our bylaws and the rules and regulations of
the Securities and Exchange Commission related to stockholder proposals. The
process for properly submitting a stockholder proposal, including a proposal to
nominate a person for election to our Board of Directors at an annual meeting,
is described above in the section entitled "Deadline for Receipt of Stockholder
Proposals."

STOCKHOLDER COMMUNICATIONS WITH OUR BOARD DIRECTORS

Stockholders may communicate directly with our Board of Directors by
writing to them c/o Lantronix, Inc., 15353 Barranca Parkway, Irvine, California
92618. Unless the communication 1is marked "confidential," our Secretary will
monitor these communications and provide appropriate summaries of all received
messages to the chairperson of our Corporate Governance and Nominating
Committee. Any stockholder communication marked "confidential" will be logged as
"received," but will not be reviewed by the Secretary. Such confidential
correspondence will be immediately forwarded to the Chairperson of the Corporate
Governance and Nominating Committee for appropriate action. Where the nature of
a communication concerns dquestionable accounting or auditing matters directed
directly to the Audit Committee, our Secretary will log the date of receipt of
the communication as well as the identity of the correspondent, for
non-confidential communications, 1in the Company's stockholder communications
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log.
CERTAIN FINANCIAL INFORMATION AND CERTIFICATIONS

Please take note that the Company's financial statements and related
information, as well as the required certifications as promulgated pursuant to
the Sarbanes-Oxley Act of 2002, are as set forth in its Annual Report on Form
10-K/A filed with the Securities and Exchange Commission on October 12, 2004,
and are incorporated herein by this reference. A copy of the Annual Report on
Form 10-K/A is enclosed with this Proxy Statement.

PROPOSAL ONE
ELECTION OF DIRECTORS
NOMINEES

Our Board of Directors is currently composed of four (4) members. Our
Certificate of Incorporation and Bylaws provide that the Board of Directors
shall be divided into three <classes, with each class serving staggered
three-year terms. The first class consists of two directors, the second class
consists of one director and the third class consists of one director. Directors
HOWARD T. SLAYEN and H.K. DESAI are the Class I directors whose terms expire at
the 2004 Annual Meeting of Stockholders. Director Thomas W. Burton is the Class
ITI director whose term expires at the 2005 Annual Meeting of Stockholders.
Director Kathryn Braun Lewis 1is the Class III director whose term expires at the

2006 Annual Meeting. Thus, Howard T. Slayen and H.K. Desai are nominated for
reelection (the "Nominees"). All of the directors, including the Class I
Nominees, are incumbent directors. There are no family relationships among any
directors or executive officers, including the Nominees.

The term of each class of directors expires at the third annual meeting
following the date of expiration described above. A director elected to fill a
vacancy (including a vacancy created by an increase in the size of the Board of
Directors) will serve for the remainder of the term of the class of directors in
which the wvacancy occurred and wuntil his or her successor is elected and
qualified. TIf elected at the Annual Meeting, the Class I Nominees would serve
until the 2007 annual meeting and wuntil his successor is elected and has
qualified, or until his earlier death, resignation or removal, or as otherwise
modified by Proposal Three Dbelow.

Unless otherwise instructed, the holders of Proxies solicited by this Proxy
Statement will vote the Proxies received Dby them for the Class I Nominees.
Directors are elected by a plurality (excess of Votes Cast over opposing
nominees) of the votes present in person or represented by proxy and entitled to
vote at the meeting. Shares represented by signed proxies will be voted, if
authority to do so is not withheld, for the election of the nominee named below.
In the event that any nominee is unable or declines to serve as a director at
the time of the Annual Meeting, the Proxy holders will vote for a nominee
designated by the present Board of Directors to fill the vacancy. We are not
aware of any reason that the Nominees will be unable or will decline to serve as
directors. The Board of Directors recommends a vote "FOR" the election of the
Nominees.

The names of the members of our Board of Directors, including the Class I
Nominees, their ages as of September 24, 2004, and certain information about
them, are set forth below.
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Name Age Position

H. K. Desai (1) 58 Chairman of the Board of Directors

Thomas W. Burton 58 Director

Kathryn Braun Lewis 53 Director

Howard T. Slayen (1) 57 Director

(1) Denotes Nominees for election at 2004 Annual Meeting of Stockholders

H. K. Desai was elected Chairman of the Board of Directors on May 29, 2002.
He has served as a director on the Board of Directors since October 2000. Mr.
Desal 1s currently the Chief Executive Officer of QLogic Corporation, a company
that provides end-to-end connectivity for storage area networks. From 1995 to
1996, Mr. Desai was the President and Chief Technical Officer of QLogic. From
2000 to 2003, Mr. Desai served on the board of Microsemi Corporation, a supplier
of analog integrated circuits and power and signal discrete semiconductors.

Thomas W. Burton has Dbeen a member of our Board of Directors since our
inception in 1989. Mr. Burton 1s an attorney and has operated his own law
office, Thomas W. Burton, PLC since June 1999. From January 1994 to June 1999,
Mr. Burton served with the law firm of Cummins & White, LLP.

Kathryn Braun Lewis was elected to the Board of Directors in October 2002.
She currently serves on the Board of Directors of Share Our Selves and THINK
Together, both Orange County charities. She has also served as a director of two
other public companies since 1994. Ms. Lewis retired from Western Digital in
1998. During her eighteen-year tenure at Western Digital, she was promoted from
various management and executive positions to President and Chief Operating
Officer of the Personal Storage Division (PSD) and was responsible for the
worldwide operations including research and development, manufacturing, and
marketing of the world's second largest supplier of hard drives for personal
computers.

Howard T. Slayen was elected to the Board of Directors in August 2000.
From June 2001 to present, Mr. Slayen has been providing independent financial
consulting services to various organizations and clients. From September 1999
to May 2001, Mr. Slayen was Executive Vice President and Chief Financial Officer
of Quaartz Inc., a web-hosted communications business. From 1971 to September
1999, Mr. Slayen held various positions with PricewaterhouseCoopers/Coopers &
Lybrand including his 1last position as Corporate Finance Partner.

BOARD MEETINGS AND COMMITTEES

The Board of Directors of the Company held a total of five (5) meetings

during the fiscal year ended June 30, 2004. Our Board of Directors has
determined that each member of the Board of Directors is independent as per Rule
4200 (a) (15) of the National Association of Securities Dealers' 1listing

standards. Each member of the committees meets the independence standards of

Rule 4200 (a) (15) of the Nasdag National market. Certain matters were approved by
the Board of Directors, or a Committee of the Board of Directors, by unanimous
written consent. The Board of Directors has three standing committees, the Audit
Committee, the Compensation Committee and the Corporate Governance and
Nominating Committee. Each Committee has a written charter approved by the Board
of Directors.
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NAME OF COMMITTEE
AND MEMBERS

AUDIT COMMITTEE
Howard Slayen,
Thomas Burton
Kathryn Braun Lewis

Chair

COMPENSATION COMMITTEE
Thomas Burton, Chair
H.K. Desai

Howard Slayen

Kathryn Braun Lewis

NAME OF COMMITTEE
AND MEMBERS

CORPORATE GOVERNANCE
AND NOMINATING
COMMITTEE

H.K. Desai, Chair
Thomas Burton

Howard Slayen

FUNCTIONS OF THE COMMITTEE

*Selects independent registered
public accountants

*Reviews scope and results of
year—-end audit with management
and independent registered
public accountants

*Reviews Company's accounting
principals and system of internal
accounting controls

*Determines investment policy
and oversees its implementation

*Reviews and approves salaries,
bonuses, and other benefits
payable to the Company's
executive officers

*Oversees the Company's
equity incentive plans

*Reviews and recommends general
policies relating to
compensation and benefits

FUNCTIONS OF THE COMMITTEE

*Oversees Chief Executive Officer
and senior management

*Ensures directors take a
proactive, focused approach to
their positions

*Sets the highest standards of
responsibility and ethics
*Recommends nomination of

board members

*Assists with succession planning
for executive management
positions

*Oversees and evaluates board
evaluation process

*Evaluates composition,
organization and governance of
board and its committees

Linked to an International Equity Index Basket, due September , 2017
Redemption Amount Calculation Examples

Example 1

The Ending Value is 80.00, or 80.00% of the Starting Value:

NUMBER OF MEETINGS IN THE FISCAL
YEAR ENDING JUNE 30, 2004

NUMBER OF MEETINGS IN THE FISCAL
YEAR ENDING JUNE 30, 2004

10
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Starting Value: 100.00
Ending Value: 80.00
= $8.00 Redemption Amount per unit
Example 2
The Ending Value is 102.00, or 102.00% of the Starting Value:
Starting Value: 100.00
Ending Value: 102.00
= $10.60 Redemption Amount per unit
Example 3
The Ending Value is 130.00, or 130.00% of the Starting Value:
Starting Value: 100.00
Ending Value: 130.00
= $19.00, however, because the Redemption Amount for the notes cannot exceed
the Capped Value, the Redemption Amount will be $11.70 per unit
Accelerated Return Notes® TS-5
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Accelerated Return Notes®
Linked to an International Equity Index Basket, due September , 2017
Risk Factors
There are important differences between the notes and a conventional debt security. An investment in the notes
involves significant risks, including those listed below. You should carefully review the more detailed explanation of
risks relating to the notes in the Risk Factors sections beginning on page PS-6 of product supplement EQUITY
INDICES ARN-1, page S-5 of the Series L MTN prospectus supplement, and page 9 of the prospectus identified above.
We also urge you to consult your investment, legal, tax, accounting, and other advisors before you invest in the notes.
Depending on the performance of the Basket as measured shortly before the maturity date, your investment may
result in a loss; there is no guaranteed return of principal.
Your return on the notes may be less than the yield you could earn by owning a conventional fixed or floating rate
debt security of comparable maturity.
Payments on the notes are subject to our credit risk, and actual or perceived changes in our creditworthiness are
expected to affect the value of the notes. If we become insolvent or are unable to pay our obligations, you may lose
your entire investment.
Your investment return is limited to the return represented by the Capped Value and may be less than a comparable
investment directly in the stocks included in the Basket Components.
The initial estimated value of the notes is an estimate only, determined as of a particular point in time by reference
to our and our affiliates’ pricing models. These pricing models consider certain assumptions and variables, including
our credit spreads, our internal funding rate on the pricing date, mid-market terms on hedging transactions,
expectations on interest rates and volatility, price-sensitivity analysis, and the expected term of the notes. These
pricing models rely in part on certain forecasts about future events, which may prove to be incorrect.
The public offering price you pay for the notes will exceed the initial estimated value. If you attempt to sell the
notes prior to maturity, their market value may be lower than the price you paid for them and lower than the initial
estimated value. This is due to, among other things, changes in the value of the Basket, our internal funding rate,
and the inclusion in the public offering price of the underwriting discount and the hedging related charge, all as
further described in  Structuring the Notes beginning on page TS-24. These factors, together with various credit,
market and economic factors over the term of the notes, are expected to reduce the price at which you may be able
to sell the notes in any secondary market and will affect the value of the notes in complex and unpredictable ways.
The initial estimated value does not represent a minimum or maximum price at which we, MLPF&S or any of our
affiliates would be willing to purchase your notes in any secondary market (if any exists) at any time. The value of
your notes at any time after issuance will vary based on many factors that cannot be predicted with accuracy,
including the performance of the Basket, our creditworthiness and changes in market conditions.
A trading market is not expected to develop for the notes. Neither we nor MLPF&S is obligated to make a
market for, or to repurchase, the notes. There is no assurance that any party will be willing to purchase your
notes at any price in any secondary market.
Our business activities as a full service financial institution, including our commercial and investment banking
activities, our hedging and trading activities (including trades in shares of companies included in the Basket
Components) and any hedging and trading activities we engage in for our clients’ accounts, may affect the market
value and return of the notes and may create conflicts of interest with you.
Changes in the level of one of the Basket Components may be offset by changes in the levels of the other Basket
Components.
The index sponsors may adjust their respective Basket Components in a way that affects their levels, and have no
obligation to consider your interests.
You will have no rights of a holder of the securities included in the Basket Components, and you will not be
entitled to receive securities or dividends or other distributions by the issuers of those securities.
While we or our affiliates may from time to time own securities of companies included in the Basket
Components, we do not control any company included in any Basket Component, and are not responsible for any
disclosure made by any other company.
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Your return on the notes may be affected by factors affecting the international securities markets, specifically
changes in the countries represented by the Basket Components. In addition, you will not obtain the benefit of any
increase in the value of the currencies in which the securities in the Basket Components trade against the U.S. dollar
which you would have received if you had owned the securities in the Basket Components during the term of your
notes, although the value of the Basket may be adversely affected by general exchange rate movements in the
market.
There may be potential conflicts of interest involving the calculation agent, which is an affiliate of ours. We have
the right to appoint and remove the calculation agent.

Accelerated Return Notes® TS-6
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Accelerated Return Notes®

Linked to an International Equity Index Basket, due September , 2017
The U.S. federal income tax consequences of the notes are uncertain, and may be adverse to a holder of the notes.
See Summary Tax Consequences below and U.S. Federal Income Tax Summary beginning on page PS-24 of
product supplement EQUITY INDICES ARN-1.

Other Terms of the Notes

Market Measure Business Day

The following definition shall supersede and replace the definition of a Market Measure Business Day set forth

in product supplement EQUITY INDICES ARN-1.

A Market Measure Business Day means a day on which:

(A) each of the Eurex (as to the EURO STOXX 50® Index), the London Stock Exchange (as to the FTSE® 100 Index),

the Tokyo Stock Exchange (as to the Nikkei Stock Average Index), the Geneva, Zurich, Basle Stock Exchanges (as to

the Swiss Market Index), the Australian Stock Exchange (as to the S&P/ASX 200 Index), and the Stock Exchange of

Hong Kong (as to the Hang Seng® Index) (or any successor to the foregoing exchanges) are open for trading; and

(B) the Basket Components or any successors thereto are calculated and published.

Accelerated Return Notes® TS-7
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Linked to an International Equity Index Basket, due September , 2017

The Basket

The Basket is designed to allow investors to participate in the percentage changes in the levels of the Basket
Components from the Starting Value to the Ending Value of the Basket. The Basket Components are described in the
section The Basket Components below. Each Basket Component will be assigned an initial weight on the pricing date,
as set forth in the table below.

For more information on the calculation of the value of the Basket, please see the section entitled Description of
ARNs—Basket Market Measures beginning on page PS-19 of product supplement EQUITY INDICES ARN-1.

If June 29, 2016 were the pricing date, for each Basket Component, the Initial Component Weight, the closing level,
the hypothetical Component Ratio and the initial contribution to the Basket value would be as follows:

Initial Hypothetical Initial Basket
Bloomberg Component Closing Component Value
Basket Component Symbol Weight Level D@ Ratio®®) Contribution
EURC®) STOXX SX5SE 40.00 2,832.18 0.0141234 40.00
50® Index
FTSE® 100 Index UKX 20.00 6,360.06 0.00314462 20.00
Nilkkel S;;’ggxmerage NKY 2000  15566.83  0.00128478 20.00
Swiss Market Index SMI 7.50 7,978.96 0.00093997 7.50
S&P/ASX 200 Index AS51 7.50 5,142.396 0.00145846 7.50
Hang Seng® Index HSI 5.00 20,436.12 0.00024466 5.00

Starting Value 100.00

The actual closing level of each Basket Component and the resulting actual Component Ratios will be

determined on the pricing date, subject to adjustment as more fully described in the section entitled Description
(1) of ARNs—Basket Market Measures—Determination of the Component Ratio for Each Basket Component beginning

on page PS-20 of product supplement EQUITY INDICES ARN-1 if a Market Disruption Event occurs on the

pricing date as to any Basket Component.

These were the closing levels of the Basket Components on June 29,

@) 2016.

Each hypothetical Component Ratio equals the Initial Component Weight of the relevant Basket Component (as
(3) apercentage) multiplied by 100, and then divided by the closing level of that Basket Component on June 29,

2016 and rounded to eight decimal places.
The calculation agent will calculate the value of the Basket by summing the products of the closing level for each
Basket Component on each calculation day during the Maturity Valuation Period and the Component Ratio applicable
to such Basket Component. If a Market Disruption Event occurs as to any Basket Component on any scheduled
calculation day, the closing level of that Basket Component will be determined as more fully described in the section

Description of ARNs—Basket Market Measures—Ending Value of the Basket" on page PS-21 of product supplement

EQUITY INDICES ARN-1.

Accelerated Return Notes® TS-8
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While actual historical information on the Basket will not exist before the pricing date, the following graph sets
forth the hypothetical historical performance of the Basket from January 1, 2008 through June 29, 2016. The
graph is based upon actual daily historical levels of the Basket Components, hypothetical Component Ratios based
on the closing levels of the Basket Components as of December 31, 2007, and a Basket value of 100.00 as of that
date. This hypothetical historical data on the Basket is not necessarily indicative of the future performance of the
Basket or what the value of the notes may be. Any hypothetical historical upward or downward trend in the value
of the Basket during any period set forth below is not an indication that the value of the Basket is more or less
likely to increase or decrease at any time over the term of the notes.

Hypothetical Historical Performance of the Basket

Accelerated Return Notes® TS-9
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Linked to an International Equity Index Basket, due September , 2017

The Basket Components

All disclosures contained in this term sheet regarding the Basket Components, including, without limitation, their

make-up, method of calculation, and changes in their components, have been derived from publicly available sources.

The information reflects the policies of, and is subject to change by, the index sponsors. The index sponsors, which

license the copyright and all other rights to the Basket Components, have no obligation to continue to publish, and

may discontinue publication of, the Basket Components. The consequences of the index sponsors discontinuing

publication of the Basket Components are discussed in the section entitled Description of ARNs—Discontinuance of an

Index on page PS-19 of product supplement EQUITY INDICES ARN-1. None of us, the calculation agent, or

MLPF&S accepts any responsibility for the calculation, maintenance, or publication of the Basket Components or any

successor indices.

The EURO STOXX 50° Index

The EURO STOXX 50%® Index (the SX5E ) was created by STOXX Limited ( STOXX ), a company owned

by Deutsche Borse AG. Publication of the SX5SE began in February 1998, based on an initial index level of 1,000 at

December 31, 1991. On March 1, 2010, STOXX announced the removal of the Dow Jones prefix from all of its

indices, including the SX5E.

Index Composition and Maintenance

For each of the 19 EURO STOXX regional supersector indices, the stocks are ranked in terms of free-float market

capitalization. The largest stocks are added to the selection list until the coverage is close to, but still less than, 60% of

the free-float market capitalization of the corresponding supersector index. If the next highest-ranked stock brings the

coverage closer to 60% in absolute terms, then it is also added to the selection list. All current stocks in the SX5E are

then added to the selection list. All of the stocks on the selection list are then ranked in terms of free-float market

capitalization to produce the final index selection list. The largest 40 stocks on the selection list are selected; the

remaining 10 stocks are selected from the largest remaining current stocks ranked between 41 and 60; if the number of

stocks selected is still below 50, then the largest remaining stocks are selected until there are 50 stocks. In exceptional

cases, STOXX’s management board can add stocks to and remove them from the selection list.

The SX5E components are subject to a capped maximum index weight of 10%, which is applied on a quarterly basis.

The composition of the SXSE is reviewed annually, based on the closing stock data on the last trading day in August.

Changes in the composition of the SX5E are made to ensure that the SX5E includes the 50 market sector leaders from

within the EURO STOXX® Index.

The free float factors for each component stock used to calculate the SXSE, as described below, are reviewed,

calculated, and implemented on a quarterly basis and are fixed until the next quarterly review.

The SXSE is subject to a fast exit rule. The SX5SE components are monitored for any changes based on the monthly

selection list ranking. A stock is deleted from the SX5E if: (a) it ranks 75 or below on the monthly selection list and

(b) it has been ranked 75 or below for a consecutive period of two months in the monthly selection list. The

highest-ranked stock that is not an index component will replace it. Changes will be implemented on the close of the

fifth trading day of the month, and are effective the next trading day.

The SXS5E is also subject to a fast entry rule.  All stocks on the latest selection lists and initial public offering (IPO)

stocks are reviewed for a fast-track addition on a quarterly basis. A stock is added, if (a) it qualifies for the latest

STOXX blue-chip selection list generated end of February, May, August or November and (b) it ranks within the
lower buffer on this selection list.

The SX5E is also reviewed on an ongoing basis. Corporate actions (including initial public offerings, mergers and

takeovers, spin-offs, delistings, and bankruptcy) that affect the SXSE composition are immediately reviewed. Any

changes are announced, implemented, and effective in line with the type of corporate action and the magnitude of the

effect.

Index Calculation

The SXS5E is calculated with the Laspeyres formula, which measures the aggregate price changes in the component

stocks against a fixed base quantity weight. The formula for calculating the SXS5E value can be expressed as follows:
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The free float market capitalization of the Index is equal to the sum of the product of the closing price, number of
shares outstanding, free float factor, and weighting cap factor, for each component stock as of the time the SX5E is
being calculated.

The SXS5E is also subject to a divisor, which is adjusted to maintain the continuity of the SX5E values across changes
due to corporate actions, such as the deletion and addition of stocks, the substitution of stocks, stock dividends, and
stock splits.

Neither we nor any of our affiliates, including the selling agent, accepts any responsibility for the calculation,
maintenance, or publication of, or for any error, omission, or disruption in, the SX5E or any successor to the SX5E.
STOXX does not guarantee the accuracy or the completeness of the SX5SE or any data included in the SXS5E.
STOXX assumes no liability for any errors, omissions, or disruption in the calculation and dissemination of the
SXSE. STOXX disclaims all responsibility for any errors or omissions in the calculation and dissemination of the
SXS5E or the manner in which the SX5E is applied in determining the amount payable on the notes at maturity.

Accelerated Return Notes® TS-10
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The following graph shows the daily historical performance of the SXSE in the period from January 1, 2008
through June 29, 2016. We obtained this historical data from Bloomberg L.P. We have not independently verified
the accuracy or completeness of the information obtained from Bloomberg L.P. On June 29, 2016, the closing level
of the SX5E was 2,832.18.
Historical Performance of the SXSE
This historical data on the SX5E is not necessarily indicative of the future performance of the SX5SE or what the
value of the notes may be. Any historical upward or downward trend in the level of the SX5E during any period set
forth above is not an indication that the level of the SX5E is more or less likely to increase or decrease at any time
over the term of the notes.
Before investing in the notes, you should consult publicly available sources for the levels of the SX5SE.
License Agreement
We have entered into a non-exclusive license agreement with STOXX providing for the license to us and certain of
our affiliated or subsidiary companies, in exchange for a fee, of the right to use indices owned and published by
STOXX (including the SX5E) in connection with certain securities, including the notes.
The license agreement between us and STOXX requires that the following language be stated in this term sheet:
STOXX has no relationship to us, other than the licensing of the SX5E and the related trademarks for use in
connection with the notes. STOXX does not:
sponsor, endorse, sell, or promote the notes;
recommend that any person invest in the notes or any other securities;
have any responsibility or liability for or make any decisions about the timing, amount, or pricing of the notes;
have any responsibility or liability for the administration, management, or marketing of the notes; or
consider the needs of the notes or the holders of the notes in determining, composing, or calculating the SX5E, or
have any obligation to do so.
STOXX will not have any liability in connection with the notes. Specifically:
STOXX does not make any warranty, express or implied, and disclaims any and all warranty concerning:
the results to be obtained by the notes, the holders of the notes or any other person in connection with the use
of the SX5E and the data included in the SX5E;
the accuracy or completeness of the SXSE and its data;
the merchantability and the fitness for a particular purpose or use of the SX5SE and its data;
STOXX will have no liability for any errors, omissions, or interruptions in the SXSE or its data; and
Under no circumstances will STOXX be liable for any lost profits or indirect, punitive, special, or
consequential damages or losses, even if STOXX knows that they might occur.
Accelerated Return Notes® TS-11
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The licensing agreement between us and STOXX is solely for their benefit and our benefit, and not for the benefit of
the holders of the notes or any other third parties.

The FTSE® 100 Index

The FTSE® 100 Index (the UKXis)a market capitalization-weighted index of the 100 most highly capitalized
U.K.-listed blue chip companies traded on the London Stock Exchange. The UKX was developed with a base level of
1,000 as of December 30, 1983. It is calculated, published and disseminated by FT'SE International Limited ( FTSE ), a
company owned by the London Stock Exchange Plc (the Exchange ). Additional information on the UKX is available
from the following website: www.ftse.com/uk. We are not incorporating by reference the website or any material it
includes in this document.

FTSE divides the 100 companies included in the UKX into 19 sectors: Oil & Gas, Chemicals, Basic Resources,
Construction & Materials, Industrial Goods & Services, Automobiles & Parts, Food & Beverage, Personal &
Household Goods, Health Care, Retail, Media, Travel & Leisure, Telecommunications, Utilities, Banks, Insurance,
Real Estate, Financial Services and Technology.

Index Composition and Selection Criteria

The UKX consists of the 100 largest U.K.-listed blue chip companies, based on full market capitalization, that pass
screening tests for price and liquidity. The UKX is reviewed on a quarterly basis in March, June, September and
December based on data from the close of business on the Tuesday before the first Friday of the review month. The
FTSE Europe, Middle East & Africa Regional Advisory Committee (the Committee ), meets quarterly to approve the
constituents of the UKX. These meetings are held on the Wednesday before the first Friday in March, June,

September and December. Any constituent changes are implemented after the close of business on the third Friday of
the review month (i.e., effective Monday), following the expiration of the London International Financial Futures and
Options Exchange futures and options contracts.

Eligibility Standards

Only premium listed equity shares, as defined by the Financial Conduct Authority in its Listing Rules Sourcebook, are
eligible for inclusion in the UKX. Eligible stocks must pass price and liquidity screens before being included in

the UKX. Additionally, a stock must have a free float (as described below) of greater than 5%.

Price Screen — With regard to the price screen, the Committee must be satisfied that an accurate and reliable price
exists for purposes of determining the market value of a company. To be eligible for inclusion in the UKX, a stock
must have a full listing on the London Stock Exchange with a Sterling-denominated price on SETS (the London Stock
Exchange’s trading service for UK blue chip securities).

Liquidity Screen — With regard to liquidity, each eligible stock is tested for liquidity annually in June by calculating its
median daily trading per month. When calculating the median of daily trades per month of any security, a minimum of
five trading days in each month must exist, otherwise the month is excluded from the test. Liquidity is tested from the
first business day in May of the previous year to the last business day of April. The median trade is calculated by
ranking each daily trade total and selecting the middle-ranking day. Any period of suspension is not included in the
test. The liquidity test is applied on a pro-rata basis where the testing period is less than 12 months. A stock not
presently included in the UKX that does not turnover at least 0.025% of its shares in issue (after application of any
investability weightings) based on its median daily trade per month in at least ten of the 12 months prior to the annual
index review in June will not be eligible for inclusion until the next annual review. An existing constituent failing to
trade at least 0.015% of its shares in issue (after the application of any investability weightings) based on its median
daily trade per month for at least eight of the 12 months prior to the annual index review will be removed from

the UKX and will not be eligible for inclusion until the next annual review. New issues will become eligible for
inclusion in the UKX at the quarterly review following their issuance provided that they have a minimum trading
record of at least 20 trading days prior to the review date and that they have turned over at least 0.025% of their shares
in issue (after the application of any investability weightings) based on their median daily trade per month since

listing.

Market Capitalization Ranking — Eligible stocks that pass the price and liquidity screens are ranked by the Committee
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according to their market capitalization before the application of any adjustments based on the extent to which the
shares are publicly traded. Only the quoted equity capital of a constituent company will be included in the calculation
of its market capitalization. Where a company has two or more classes of equity, secondary lines will be included in
the calculation of the market capitalization of the company only if those lines are significant and liquid. The
Committee will add a stock to the UKX at the quarterly review if it has risen to 90th place or above on the full market
capitalization rankings and will delete a stock at the quarterly review if it has fallen to 111th place or below on these
rankings. Market capitalization rankings are calculated using data as of the close of business on the day before the
review.

100 Constituent Limitation — The UKX always contains 100 constituents. If a greater number of companies qualify to
be inserted in the UKX than qualify to be removed, the lowest ranking constituents of the UKX will be removed so
that the total number of stocks remains at 100 following inclusion of those that qualify to be inserted. Likewise, if a
greater number of companies qualify to be removed than to be inserted at the quarterly review, securities of the
highest ranking companies that are then not included in the UKX will be inserted to match the number of companies
being removed, in order to maintain the total at 100.

Index Calculation

The UKX is a market capitalization weighted index. This means that the price movement of a larger company (that is,
one representing larger percentage of the UKX) will have a greater effect on the level of the UKX than will the price
movement of a smaller company (that is, one representing a smaller percentage of the UKX).

The value of the UKX is represented by a fraction, (a) the numerator of which is the sum of the product of (i) the price
of each component stock, (ii) the number of shares issued for each such component and (iii) a free float factor for each
such component (described more fully below), and (b) the denominator of which is a divisor. The divisor represents
the total issued share capital of the

Accelerated Return Notes® TS-12
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UKX on the base date; the divisor may be adjusted as necessary to allow for changes in issued share capital of
individual securities without distorting the UKX.

As noted above, a free float factor is applied to each index component. By employing this approach, FTSE uses the
investable market capitalization, not the total market capitalization, of each constituent to determine the value of

the UKX. Investable market capitalization depends on free float. The following are excluded from free float: shares
directly owned by state, regional, municipal and local governments (excluding shares held by independently managed
pension schemes for governments); shares held by sovereign wealth funds where each holding is 10% or greater of the
total number of shares in issue (if the holding subsequently decreases below 10%, the shares will be excluded from
free float until the holding falls below 7%); shares held by directors, senior executives and managers of the company,
and by their family and direct relations, and by companies with which they are affiliated; shares held within employee
share plans; shares held by public companies or by non-listed subsidiaries of public companies; shares held by
founders, promoters, former directors, founding venture capital and private equity firms, private companies and
individuals (including employees) where the holding is 10% or greater of the total number of shares in issue (if the
holding subsequently decreases below 10%, the shares will be excluded from free float until the holding falls below
7%); all shares where the holder is subject to a lock-in clause (for the duration of that clause, after which free float
changes resulting from the expiration of a lock-in clause will be implemented at the next quarterly review subsequent
to there being a minimum of 20 business days between the expiration date of such lock-in clause and the index review
date); shares held for publicly announced strategic reasons, including shares held by several holders acting in concert;
and shares that are subject to ongoing contractual agreements (such as swaps) where they would ordinarily be treated
as restricted.

The UKX is recalculated whenever errors or distortions occur that are deemed to be significant. Users of the UKX are
notified through appropriate media.

Index Maintenance

The UKX is reviewed quarterly for changes in free float. A stock’s free float is also reviewed and adjusted if necessary
following certain corporate events. Following a takeover or merger involving one or more index constituents, the free
float restrictions will be based on restricted holdings in the successor company and will be implemented when the
offer has completed (or lapsed) unless it directly reflects a corporate action independent of and not conditional on the
takeover or merger completing or lapsing. If the corporate event includes another corporate action that affects

the UKX, a change in free float is implemented at the same time as the corporate action. If there is no corporate
action, the change in free float will be applied at the next quarterly review. Following the application of an initial free
float restriction, a stock’s free float will only be changed if its rounded free float moves more than three percentage
points above or below the existing rounded free float. Companies with a free float of above 99% and of 15% or below
will not be subject to the three percentage points threshold.

At each quarterly review, the Committee publishes a Reserve List containing the six highest ranking non-constituents
of the UKX. The Reserve List will be used in the event that one or more constituents are deleted from the UKX during
the period up to the next quarterly review. If a merger or takeover results in one index constituent being absorbed by
another constituent, the resulting company will remain a constituent and a vacancy will be created. This vacancy will
be filled by selecting the highest ranking security in the Reserve List as at the close of the index calculation two days
prior to the deletion and related index adjustment. If an index constituent is taken over by a non-constituent company,
the original constituent will be removed and replaced by the highest ranking non-constituent on the Reserve List. Any
eligible company resulting from the takeover will be eligible to become the replacement company if it is ranked
higher than any other company on the Reserve List. If a constituent company is split to form two or more companies,
then the resulting companies will be eligible for inclusion as index constituents, based on their respective full market
capitalizations (before the application of any investability weightings), provided that they qualify in all other respects.
Any eligible company resulting from a split that has no available market price after 20 business days will be removed.
If a split results in the inclusion of an ineligible non-equity security, such security will remain in the UKX for two
trading days and then be removed. If a constituent is delisted or ceases to have a firm quotation, it will be removed
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from the list of constituents and be replaced by the highest ranking eligible company from the Reserve List as at the
close of the index calculation two days prior to the deletion.

Capitalization Adjustments

A premium listed secondary line of a company will be considered for index inclusion if its total market capitalization
before the application of any adjustments based on the extent to which the shares are publicly traded, is greater than
25% of the total market capitalization of the company’s principal line and the secondary line is eligible, in its own
right. Should the total market capitalization of a secondary line fall below 20% of the total market capitalization of the
company’s principal line at an annual review, the secondary line will be deleted from the UKX unless its total market
capitalization remains above the qualification level for continued inclusion as a constituent of the UKX at that review.
Where a company has partly paid shares, these shares, together with the outstanding call(s), are both included in

the UKX. Warrants to purchase ordinary shares and convertible securities are not included in the UKX until they are
exercised or converted.

Share Weighting Changes — For the purposes of computing the UKX, the number of shares in issue for each constituent
security is expressed to the nearest share and, to prevent a large number of insignificant weighting changes, the
number of shares in issue for each constituent security is amended only when the total shares in issue held within the
index system changes by more than 1% on a cumulative basis. Changes will be made quarterly after the close of
business on the third Friday of March, June, September and December. The data for these changes will be taken from
the close of business on the third Wednesday of the month prior to the review month.

If a corporate action is applied to a constituent which involves a change in the number of shares in issue, the change in
shares will be applied simultaneously with the corporate action. If accumulated changes in the number of shares in
issue add up to 10% or more or

Accelerated Return Notes® TS-13
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when an accumulated share change represents $2 billion of a company’s total market capitalization, they are
implemented between quarters. If an adjustment is made, it will be applied for the first time at the next review in
March of the following year. All adjustments are made before the start of the index calculation on the day concerned,
unless market conditions prevent this.
Shares in Issue Increase — When a company increases the number of shares it has in issue, the market capitalization of
that company increases and the total market capitalization will rise accordingly. The index divisor is adjusted to
maintain a constant index value.
Weighting Amendments — The market capitalization of a company is adjusted to take account of various corporate
actions, in accordance with the rules of the UKX. To prevent the value of the UKX from changing due to such an
event, all corporate actions which affect the market capitalization of the UKX require an offsetting divisor adjustment.
By adjusting the divisor, the value of the UKX remains constant before and after the event. Below is a summary of the
more frequent corporate actions and their resulting adjustment.
Market Disruption
If there is a system problem or situation in the market that is judged by FTSE to affect the quality of the constituent
prices at any time when the UKX is being calculated, the UKX will be declared indicative (e.g. normally where a fast
market exists in the equity market). The message IND will be displayed against the index value calculated by FTSE.
The Committee must be satisfied that an accurate and reliable price for the purposes of determining the market value
of a company exists. The Committee may exclude a security from the UKX should it consider that an accurate and
reliable price is not available.
If any event leads to an error in the value of the UKX that is greater than three basis points at the local country index
level, then the UKX will generally be recalculated, subject to discovery, within one month of the event. Where an
alternative approach is available, FTSE may, at its sole discretion, choose not to recalculate.
The following graph shows the daily historical performance of the UKX in the period from January 1, 2008
through June 29, 2016. We obtained this historical data from Bloomberg L.P. We have not independently verified
the accuracy or completeness of the information obtained from Bloomberg L.P. On June 29, 2016, the closing level
of the UKX was 6,360.06.
Historical Performance of the UKX
This historical data on the UKX is not necessarily indicative of the future performance of the UKX or what the
value of the notes may be. Any historical upward or downward trend in the level of the UKX during any period set
forth above is not an indication that the level of the UKX is more or less likely to increase or decrease at any time
over the term of the notes.
Before investing in the notes, you should consult publicly available sources for the levels of the UKX.
License Agreement
These notes are not in any way sponsored, endorsed, sold or promoted by FTSE or by The London Stock Exchange
Limited (the Exchange ) or by The Financial Times Limited ( FT ) and neither FTSE or Exchange of FT makes any
warranty or representation whatsoever, expressly or impliedly, either as to the results to be obtained from the use of
the FTSE® 100 Index and/or the figure at which the said index stands at any particular time on any particular day or
otherwise. The index is compiled and calculated solely by FTSE. However, neither FTSE or Exchange or FT shall be
liable (whether in negligence or otherwise) to any person for any error in the index and neither FTSE or Exchange or
FT shall be under any obligation to advise any person of any error therein.

FTSEM and Foots# are trade-marks of London Stock Exchange Limited and The Financial Times Limited and are
used by FTSE under license.

Accelerated Return Notes® TS-14
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The Nikkei Stock Average Index
The Nikkei Stock Average Index (the NKY ), also known as the Nikki 225 Index, is an equity index calculated,
published, and disseminated by Nikkei Inc. The NKY measures the composite price performance of selected Japanese
stocks. The NKY is currently based on 225 stocks (each, an Index Stock ) trading on the Tokyo Stock Exchange
( TSE ) and represents a broad cross-section of Japanese industry. All 225 of the Index Stocks are listed in the First
Section of the TSE. Index Stocks listed in the First Section are among the most actively traded stocks on the TSE.
The NKY started on September 7, 1950. However, it was retroactively calculated back to May 16, 1949, when the
TSE reopened for the first time after World War II.
Calculation of the NKY
The NKY is a modified, price-weighted index. Each Index Stock’s weight is based on its price per share rather than
the total market capitalization of the issuer. Nikkei Inc. calculates the NKY by multiplying the per share price of each
Index Stock by the corresponding weighting factor for that Index Stock (a  Weight Factor ), calculating the sum of all
these products and dividing that sum by a divisor. The divisor is subject to periodic adjustments as set forth below.
Each Weight Factor is computed by dividing 50 by the presumed par value of the relevant Index Stock, so that the
share price of each Index Stock when multiplied by its Weight Factor corresponds to a share price based on a uniform
par value of 50. Each Weight Factor represents the number of shares of the related Index Stock which are included in
one trading unit of the NKY. The stock prices used in the calculation of the NKY are those reported by a primary
market for the Index Stocks, currently the TSE. The level of the NKY is currently calculated once per 15 seconds
during TSE trading hours.
In order to maintain continuity in the level of the NKY in the event of certain changes due to non-market factors
affecting the Index Stocks, such as the addition or deletion of stocks, stock splits, or increase in paid-in capital, the
divisor used in calculating the NKY is adjusted in a manner designed to prevent any instantaneous change or
discontinuity in the level of the NKY. The divisor remains at the new value until a further adjustment is necessary as
the result of another change. In the event of a change affecting any Index Stock, the divisor is adjusted in such a way
that the sum of all share prices immediately after the change multiplied by the applicable Weight Factor and divided
by the new divisor, i.e., the level of the NKY immediately after the change, will equal the level of
the NKY immediately prior to the change.
Index Maintenance
The NKY is reviewed annually at the beginning of October. The purpose of the review is to maintain the
representative nature of the Index Stocks. Stocks with high market liquidity are added and those with low liquidity are
deleted. At the same time, to take changes in industry structure into account, the balance of the sectors, in terms of the
number of constituents, is considered. Liquidity of a stock is assessed by the two measures: trading value and
magnitude of price fluctuation by volume, which is calculated as (high price/low price) / volume. Among stocks on
the TSE First Section, the top 450 stocks in terms of liquidity are selected to form the high liquidity group . Those
constituents that are not in the high liquidity group are deleted. Those non-constituent stocks which are in the top 75
of the high liquidity group are added.
After the liquidity deletions and additions, constituents are deleted and added to balance the number of constituents
among sectors, and to make the total number of the constituents equal 225. Among the 450 high liquidity stocks, half
of those that belong to a sector are designated as the appropriate number of stocks for that sector. The actual number
of constituents in a sector is then compared with its appropriate number, and if the actual number is larger or smaller
than the appropriate number, then components are deleted or added, as necessary. Stocks to be deleted are selected
from stocks with lower liquidity and stocks to be added are selected from stocks with higher liquidity. Stocks selected
according to the foregoing procedures are candidates for addition or deletion, as applicable, and the final
determinations will be made by Nikkei Inc.
The NKY is also reviewed on an ongoing basis in response to extraordinary developments, such as bankruptcies or
mergers. Any stock becoming ineligible for listing in the TSE First Section due to any of the following reasons will be
removed from the NKY: (i) bankruptcy and liquidation events; (ii) corporate restructurings, such as mergers, share
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exchanges or share transfers; (iii) excess debt or other reasons; or (iv) transfer to the TSE Second Section. In addition,
a component stock designated as security under supervision becomes a deletion candidate. However, the decision to
delete such a candidate will be made by examining the sustainability and the probability of delisting for each
individual case. Upon deletion of a stock from the NKY, Nikkei Inc. will generally select as a replacement the most
liquid stock that is both in the high liquidity group and in the same sector as the deleted stock. When deletions are
known in advance, replacements may be selected as part of the periodic review process or by using similar procedures.
The Tokyo Stock Exchange

The TSE is one of the world’s largest securities exchanges in terms of market capitalization. Trading hours for most
products listed on the TSE are currently from 9:00 A.M. to 11:00 A.M. and from 12:30 P.M. to 3:00 P.M., Tokyo
time, Monday through Friday.

Due to the time zone difference, on any normal trading day, the TSE will close prior to the opening of business in
New York City on the same calendar day. Therefore, the closing level of the NKY on a trading day will generally be
available in the U.S. by the opening of business on the same calendar day.

The TSE has adopted certain measures, including daily price floors and ceilings on individual stocks, intended to
prevent any extreme short-term price fluctuations resulting from order imbalances. In general, any stock listed on the
TSE cannot be traded at a price lower than the applicable price floor or higher than the applicable price ceiling. These
price floors and ceilings are expressed in absolute Japanese yen, rather than percentage limits based on the closing
price of the stock on the previous trading day. In addition, when there is a major order imbalance in a listed stock, the
TSE posts a special bid quote ora special asked quote for that stock at a specified
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higher or lower price level than the stock’s last sale price in order to solicit counter-orders and balance supply and
demand for the stock. The TSE may also suspend the trading of individual stocks in certain limited and extraordinary
circumstances, including, for example, unusual trading activity in that stock. As a result, changes in the NKY may be
limited by price limitations or special quotes, or by suspension of trading, on individual stocks that make up the NKY,
and these limitations, in turn, may adversely affect the market value of the notes.

The following graph shows the daily historical performance of the NKY in the period from January 1, 2008
through June 29, 2016. We obtained this historical data from Bloomberg L.P. We have not independently verified
the accuracy or completeness of the information obtained from Bloomberg L.P. On June 29, 2016, the closing level
of the NKY was 15,566.83.

Historical Performance of the NKY

This historical data on the NKY is not necessarily indicative of the future performance of the NKY or what the
value of the notes may be. Any historical upward or downward trend in the level of the NKY during any period set
forth above is not an indication that the level of the NKY is more or less likely to increase or decrease at any time
over the term of the notes.

Before investing in the notes, you should consult publicly available sources for the levels of the NKY.

License Agreement

We expect to enter into an agreement with Nikkei Inc. providing us with a non-exclusive license with the right to use
the NKY in exchange for a fee. The NKY is the intellectual property of Nikkei Inc. ( Nikkei ), formerly known as
Nihon Keizai Shimbun, Inc. "Nikkei", "Nikkei Stock Average", and "Nikkei 225" are the service marks of Nikkei Inc.
Nikkei Inc. reserves all the rights, including copyright, to the NKY.

The notes are not in any way sponsored, endorsed or promoted by Nikkei. Nikkei does not make any warranty or
representation whatsoever, express or implied, either as to the results to be obtained as to the use of the NKY or the
figure as which the NKY stands at any particular day or otherwise. The NKY is compiled and calculated solely

by Nikkei. However, Nikkei shall not be liable to any person for any error in the NKY and Nikkei shall not be under
any obligation to advise any person, including a purchaser or seller of the notes, of any error therein.

In addition, Nikkei gives no assurance regarding any modification or change in any methodology used in calculating
the NKY and is under no obligation to continue the calculation, publication and dissemination of the NKY.
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The Swiss Market Index
The Swiss Market Index (the SMI ):

was first launched with a base level of 1,500 as of June 30, 1988; and

is sponsored, calculated, published and disseminated by SIX Group Ltd., certain of its subsidiaries, and the

Management Committee of the SIX Swiss Exchange (the SIX Exchange ).
The SMI is a price return float-adjusted market capitalization-weighted index of the 20 largest stocks traded on
the SIX Swiss Exchange. The Management Committee of SIX Swiss Exchange is supported by an Index Commission
(advisory board) in all index-related matters, notably in connection with changes to the index rules and adjustments,
additions and exclusions outside of the established review and acceptance period. The Index Commission meets at
least twice annually.
Index Composition and Selection Criteria
The SMI is comprised of the 20 highest ranked stocks traded on the SIX Swiss Exchange that have a free float of 20%
or more and that are not investment companies. The equity universe is largely Swiss domestic companies; however, in
some cases, foreign issuers with a primary listing on the SIX Swiss Exchange or investment companies that do not
hold any shares of any other eligible company and that have a primary listing on the SIX Swiss Exchange may be
included.
The ranking of each security is determined by a combination of the following criteria:

average free-float market capitalization (compared to the capitalization of the entire SIX Swiss Exchange index

family), and

cumulative on order book turnover (compared to the total turnover of the SIX Swiss Exchange index family).
Each of these two factors is assigned a 50% weighting in ranking the stocks eligible for the SMI.
The SMI is reconstituted annually after prior notice of at least two months on the third Friday in September after the
close of trading.
The reconstitution is based on data from the previous July 1 through June 30. Provisional interim selection (ranking)
lists are also published following the end of the third, fourth and first financial quarters.
In order to reduce turnover, an index constituent will not be replaced unless it is ranked below 23 or, if it is ranked 21
or 22, if another share ranks 18 or higher. If a company has primary listings on several exchanges and less than 50%
of that company’s total turnover is generated on the SIX Swiss Exchange, it will not be included in the SMI unless it
ranks at least 18 or better on the selection list on the basis of its turnover alone (i.e., without considering its free float).
Maintenance of the Index
Constituent Changes. In the case of major market changes as a result of capital events such as mergers or new listings,
the Management Committee of SIX Swiss Exchange can decide at the request of the Index Commission that a security
should be admitted to the SMI outside the annual review period as long as it clearly fulfills the criteria for inclusion.
For the same reasons, a security can also be excluded if the requirements for admission to the SMI are no longer
fulfilled. As a general rule, extraordinary acceptances into the SMI take place after a three-month period on a quarterly
basis after the close of trading on the third Friday of March, June, September and December (for example, a security
listed on or before the fifth trading day prior to the end of November cannot be included until the following March).
An announced insolvency is deemed to be an extraordinary event and the security will be removed from the SMI with
five trading days’ prior notice if the circumstances permit such notice.
Number of Shares and Free Float. The securities included in the SMI are weighted according to their free float. This
means that shares deemed to be in firm hands are subtracted from the total market capitalization of that company. The
free float is calculated on the basis of outstanding shares. Issued and outstanding equity capital is, as a rule, the total
amount of equity capital that has been fully subscribed and wholly or partially paid in and documented in the
Commercial Register. Not counting as issued and outstanding equity capital are the approved capital and the
conditional capital of a company. The free float is calculated on the basis of listed shares only. If a company offers
several different categories of listed participation rights, each is treated separately for purposes of index calculation.
Shares held deemed to be in firm hands are shareholdings that have been acquired by one person or a group of persons
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in companies domiciled in Switzerland and which, upon exceeding 5%, have been reported to the SIX Exchange.
Shares of persons and groups of persons who are subject to a shareholder agreement which is binding for more than
5% of the listed shares or who, according to publicly known facts, have a long-term interest in a company, are also
deemed to be in firm hands.

For the calculation of the number of shares in firm hands, the SIX Exchange may also use other sources than the
reports submitted to it. In particular, the SIX Exchange may use data gained from issuer surveys that it conducts itself.
In general, shares held by custodian nominees, trustee companies, investment funds, pension funds and investment
companies are deemed free-floating regardless whether a report has been made to the SIX Exchange. The SIX
Exchange classifies at its own discretion persons and groups of persons who, because of their area of activity or the
absence of important information, cannot be clearly assigned.

The free-float rule applies only to bearer shares and registered shares. Capital issued in the form of participation
certificates and bonus certificates is taken into full account in calculating the SMI because it does not confer voting
rights.

The number of securities in the SMI and the free-float factors are adjusted after the close of trading on four adjustment
dates per year, the third Friday of March, June, September and December. Such changes are pre-announced at least
one month before the
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adjustment date, although the index sponsor reserves the right to take account of recent changes before the adjustment
date in the actual adjustment, so the definite new securities are announced five trading days before the adjustment
date.
In order to avoid frequent slight changes to the weighting and to maintain the stability of the SMI, any extraordinary
change of the total number of outstanding securities or the free float will only result in an extraordinary adjustment if
it exceeds 10% and 5% respectively and is in conjunction with a corporate action.
After a takeover, the index sponsor may, in exceptional cases, adjust the free float of a company upon publication of
the end results after a five-day notification period or may exclude the security from the relevant index family. When
an insolvency has been announced, an extraordinary adjustment will be made and the affected security will be
removed from the SMI after five trading days’ notice.
The index sponsor reserves the right to make an extraordinary adjustment, in exceptional cases, without observing the
notification period.
Calculation of the Index
The index sponsor calculates the SMI using the Laspeyres formula, with a weighted arithmetic mean of a defined
number of securities issues. The formula for calculating the index value can be expressed as follows:

Index Free Float Market Capitalization of

= the index

Divisor

The free float market capitalization of the index is equal to the sum of the product of the last-paid price, the number of
shares, the free-float factor and, if a foreign stock is included, the current CHF exchange rate as of the time the index
value is being calculated. The index value is calculated in real time and is updated whenever a trade is made in a
component stock. Where any index component stock price is unavailable on any trading day, the index sponsor will
use the last reported price for such component stock. Only prices from the SIX Exchange’s electronic order book are
used in calculating the SMI.
Divisor Value and Adjustments
The divisor is a technical number used to calculate the SMI and is adjusted to reflect changes in market capitalization
due to corporate events, and is adjusted by the index sponsor to reflect corporate events, as described in the index
rules.
The following graph shows the daily historical performance of the SMI in the period from January 1, 2008
through June 29, 2016. We obtained this historical data from Bloomberg L.P. We have not independently verified
the accuracy or completeness of the information obtained from Bloomberg L.P. On June 29, 2016, the closing level
of the SMI was 7,978.96.
Historical Performance of the SMI
This historical data on the SMI is not necessarily indicative of the future performance of the SMI or what the value
of the notes may be. Any historical upward or downward trend in the level of the SMI during any period set forth
above is not an indication that the level of the SMI is more or less likely to increase or decrease at any time over the
term of the notes.
Before investing in the notes, you should consult publicly available sources for the levels of the SMI.
License Agreement
The notes are not in any way sponsored, endorsed, sold or promoted by the SIX Exchange and the SIX Exchange
makes no warranty or representation whatsoever, express or implied, either as to the results to be obtained from the
use of the SMI and/or the level at which the SMI stands at any particular time on any particular day. However, the
SIX Exchange shall not be liable (whether through negligence or otherwise) to any person for any error in the index
and the SIX Exchange shall not be under any obligation to disclose such errors.
Accelerated Return Notes® TS-18
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SIX®, SIX Swiss Exchange®, SPI®, Swiss Performance Index (SPI)®, SPI EXTRA®, SMI®, Swiss Market
Index® (SMI)®, SMIM®, SMI MID (SMIM)®, SMI Expanded®, SXI®, SXI LIFE SCIENCES®, SXI Bio+Medtech®,
SBI®, SBI Swiss Bond Index®, VSMI®, SIX Immobilienfonds Index® and SIX Quotematch® are trademarks that have
been registered in Switzerland and/or abroad by the SIX Exchange. Their use is subject to a licence.
The S&P/ASX 200 Index
The S&P®/ASX 200 Index (the AS51 ):
was first launched in 1979 by the Australian Securities Exchange and was acquired and re-launched by its current
index sponsor on April 3, 2000; and
is sponsored, calculated, published and disseminated by S&P Dow Jones Indices LLC, a part of McGraw Hill
Financial ( S&P ).
The AS51 includes 200 companies and covers approximately 80% of the Australian equity market by market
capitalization. As discussed below, the AS51 is not limited solely to companies having their primary operations or
headquarters in Australia or to companies having their primary listing on the Australian Securities Exchange (the
ASX ). All ordinary and preferred shares (if such preferred shares are not of a fixed income nature) listed on the ASX,
including secondary listings, are eligible for the AS51. Hybrid stocks, bonds, warrants, preferred stock that provides a
guaranteed fixed return and listed investment companies are not eligible for inclusion.
The AS51 is intended to provide exposure to the largest 200 eligible securities that are listed on the ASX by
float-adjusted market capitalization. Constituent companies for the AS51 are chosen based on market capitalization,
public float and liquidity. All index-eligible securities that have their primary or secondary listing on the ASX are
included in the initial selection of stocks from which the 200 index stocks may be selected.
The float-adjusted market capitalization of companies is determined based on the daily average market capitalization
over the last six months. The security’s price history over the last six months, the latest available shares on issue and
the investable weight factor (the IWF ), are the factors relevant to the calculation of daily average market
capitalization. The IWF is a variable that is primarily used to determine the available float of a security for ASX listed
securities.
Number of Shares
When considering the index eligibility of securities for inclusion or promotion into S&P/ASX indices, the number of
index securities under consideration is based upon the latest available ASX quoted securities. For domestic securities
(companies incorporated in Australia and traded on the ASX, companies incorporated overseas but exclusively listed
on the ASX and companies incorporated overseas and traded on other markets but most of its trading activity is on the
ASX), this figure is purely based upon the latest available data from the ASX.
Foreign-domiciled securities may quote the total number of securities on the ASX that is representative of their global
equity capital; whereas other foreign-domiciled securities may quote securities on the ASX on a partial basis that
represents their Australian equity capital. In order to overcome this inconsistency, S&P will quote the number of index
securities that are represented by CHESS Depositary Interests ( CDIs ) for a foreign entity. When CDIs are not issued,
S&P will use the total securities held on the Australian register (CHESS and, where supplied, the issuer sponsored
register). This quoted number for a foreign entity is representative of the Australian equity capital, thereby allowing
the ASS51 to be increasingly reflective of the Australian market.
The number of CDIs or shares of a foreign entity quoted on the ASX can experience more volatility than is typically
the case for ordinary shares on issue. Therefore, an average number on issue will be applied over a six-month period.
Where CDI information is not supplied to the ASX by the company or the company’s share register, estimates for
Australian equity capital will be drawn from CHESS data and, ultimately, registry-sourced data.
IWF
The IWF represents the float-adjusted portion of a stock’s equity capital. Therefore any strategic holdings that are
classified as either corporate, private or government holdings reduce the IWF which, in turn, results in a reduction in
the float-adjusted market capital.
The IWF ranges between 0 and 1, is calculated as 1 ~ Sum of the % held by strategic shareholders who possess 5% or
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more of issued shares, and is an adjustment factor that accounts for the publicly available shares of a company. A
company must have a minimum IWF of 0.3 to be eligible for index inclusion.

S&P Dow Jones Indices identifies the following shareholders whose holdings are considered to be control blocks and
are subject to float adjustment:

1. Government and government agencies;

2. Controlling and strategic shareholders/partners;

3. Any other entities or individuals which hold more than 5%, excluding insurance companies, securities
companies and investment funds; and

4. Other restricted portions such as treasury stocks.

Liquidity Test
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Only stocks that are regularly traded are eligible for inclusion. Eligible stocks are considered for index inclusion based
on their stock median liquidity (median daily value traded divided by its average float-adjusted market capitalization
for the last six months relative to the market capitalization weighted average of the stock median liquidities of the 500
constituents of the All Ordinaries index, another member of the S&P/ASX index family.

Index Maintenance

S&P rebalances constituents quarterly to ensure adequate market capitalization and liquidity using the previous six
months’ data to determine index eligibility. Quarterly review changes take effect the third Friday of March, June,
September and December. Eligible stocks are considered for index inclusion based on their float-adjusted market
capitalization rank relative to the stated quota of 200 securities. For example, a stock that is currently in the S&P/ASX
300 and is ranked at 175, based on float-adjusted market capitalization, within the universe of eligible securities may
be considered for inclusion into the AS51, provided that liquidity hurdles are met.

In order to limit the level of index turnover, eligible securities will only be considered for index inclusion once
another stock is excluded due to a sufficiently low rank and/or liquidity, based on the float-adjusted market
capitalization. Potential index inclusions and exclusions need to satisfy buffer requirements in terms of the rank of the
stock relative to a given index. The buffers are established to limit the level of index turnover that may take place at
each quarterly rebalancing.

Between rebalancing dates, an index addition is generally made only if a vacancy is created by an index deletion.
Index additions are made according to float-adjusted market capitalization and liquidity. An initial public offering is
added to the AS51 only when an appropriate vacancy occurs and is subject to proven liquidity for at least two months.
An exception may be made for extraordinary large offerings where sizeable trading volumes justify index inclusion.
Deletions can occur between index rebalancing dates due to acquisitions, mergers and spin-offs or due to suspension
or bankruptcies. The decision to remove a stock from the AS51 will be made once there is sufficient evidence that the
transaction will be completed. Stocks that are removed due to mergers and acquisitions are removed from the AS51 at
the cash offer price for cash-only offers. Otherwise, the best available price in the market is used.

Share numbers for all index constituents are updated quarterly and are rounded to the nearest thousand. The update to
the number of issued shares will be considered if the change is at least 5% of the float adjusted shares or $100 million
in value.

Share updates for foreign-domiciled securities will take place annually at the March rebalancing. The update to the
number of index shares will only take place when the six-month average of CDIs or the Total Securities held in the
Australian branch of issuer sponsored register (where supplied) and in CHESS, as of the March rebalancing, differs
from the current index shares by either 5% or a market-cap dollar amount greater than A$ 100 million. Where CDI
information is not supplied to the ASX by the company or the company’s share register, estimates for Australian equity
capital will be drawn from CHESS data and, ultimately, registry-sourced data.

Intra-quarter share changes are implemented at the effective date or as soon as reliable information is available;
however, they will only take place in the following circumstances:

changes in a company’s float-adjusted shares of 5% or more due to market-wide shares issuance;

rights issues, bonus issues and other major corporate actions; and

share issues resulting from index companies merging and major off-market buy-backs.

Share changes due to mergers or acquisitions are implemented when the transaction occurs, even if both of the
companies are not in the same index and regardless of the size of the change.

IWFs are reviewed annually as part of the September quarterly review. However, any event that alters the float of a
security in excess of 5% will be implemented as soon as practicable by an adjustment to the IWF.

The function of the IWF is also to manage the index weight of foreign-domiciled securities that quote shares on the
basis of CDIs. Due to the volatility that is displayed by CDIs, unusually large changes in the number of CDIs on issue
could result. Where this is the case, the IWF may be used to limit the effect of unusually large changes in the average
number of CDIs (and, thereby, limit the potential to manipulate this figure). Where the Australian Index Committee
sees fit to apply the IWF in this manner, the rationale for the decision will be announced to the market. This will be
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reviewed annually at the March-quarter index rebalancing date.

Index Calculation

The AS51 is calculated using a base-weighted aggregate methodology. The value of the AS51 on any day for which
an index value is published is determined by a fraction, the numerator of which is the aggregate of the price of each
stock in the AS51 times the number of shares of such stock included in the AS51 times that stock’s IWF, and the
denominator of which is the divisor, which is described more fully below.

In order to prevent the value of the AS51 from changing due to corporate actions, all corporate actions may require
S&P to make an index or divisor adjustment, as described in the index sponsor’s rules. This helps maintain the value of
the AS51 and ensures that the movement of the AS51 does not reflect the corporate actions of the individual
companies that comprise the AS51.

In situations where an exchange is forced to close early due to unforeseen events, such as computer or electric power
failures, weather conditions or other events, S&P will calculate the closing price of the indices based on (1) the
closing prices published by the exchange or (2) if no closing price is available, the last regular trade reported for each
security before the exchange closed. If the exchange fails to open due to unforeseen circumstances, S&P treats this
closure as a standard market holiday. The AS51 will use the prior day’s
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closing prices and shifts any corporate actions to the following business day. If all exchanges fail to open or in other
extreme circumstances, S&P may determine not to publish the AS51 for that day.

S&P reserves the right to recalculate the AS51 under certain limited circumstances.

The following graph shows the daily historical performance of the AS51 in the period from January 1, 2008
through June 29, 2016. We obtained this historical data from Bloomberg L.P. We have not independently verified
the accuracy or completeness of the information obtained from Bloomberg L.P. On June 29, 2016, the closing level
of the AS51 was 5,142.396.

Historical Performance of the AS51

This historical data on the AS51 is not necessarily indicative of the future performance of the AS51 or what the
value of the notes may be. Any historical upward or downward trend in the level of the AS51 during any period set
forth above is not an indication that the level of the AS51 is more or less likely to increase or decrease at any time
over the term of the notes.

Before investing in the notes, you should consult publicly available sources for the levels of the AS51.

License Agreement

S&P® is a registered trademark of Standard & Poor’s Financial Services LLC ( S&P ). These trademarks have been
licensed for use by S&P Dow Jones Indices LLC. Standard & Poof®s, S&P/ASX 200and S&P are trademarks of
S&P. These trademarks have been sublicensed for certain purposes by our subsidiary, MLPF&S. The S&P/ASX

200 Index is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by MLPF&S.
The notes are not sponsored, endorsed, sold or promoted by Standard & Poor’s, a division of The McGraw-Hill
Companies, Inc. ( S&P). Neither S&P nor the Australia Stock Exchange make any representation or warranty, express
or implied, to the owners of the notes or any member of the public regarding the advisability of investing in securities
generally or in the notes particularly or the ability of the S&P/ASX 200 Index to track general stock market
performance. S&P’s and the Australia Stock Exchange’s only relationship to MLPF&S is the licensing of certain
trademarks and trade names of S&P and the Australia Stock Exchange and of the S&P/ASX 200 Index, which index is
determined, composed and calculated by S&P without regard to us, MLPF&S or the notes. S&P and the Australia
Stock Exchange have no obligation to take our needs or the needs of MLPF&S or the owners of the notes into
consideration in determining, composing or calculating the S&P/ASX 200 Index. S&P and the Australia Stock
Exchange are not responsible for and have not participated in the determination of the timing of, prices at, or
quantities of the notes to be issued or in the determination or calculation of the equation by which the notes are to be
converted into cash. S&P and the Australia Stock Exchange have no obligation or liability in connection with the
administration, marketing or trading of the notes.

S&P AND THE AUSTRALIA STOCK EXCHANGE DO NOT GUARANTEE THE ACCURACY AND/OR THE
COMPLETENESS OF THE S&P/ASX 200 INDEX OR ANY DATA INCLUDED THEREIN AND S&P AND THE
AUSTRALIA STOCK EXCHANGE SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR
INTERRUPTIONS THEREIN. S&P AND THE AUSTRALIA STOCK EXCHANGE MAKE NO WARRANTY,
EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY US, MLPF&S, OWNERS OF THE NOTES
OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE S&P/ASX 200 INDEX OR ANY DATA
INCLUDED THEREIN. S&P AND THE AUSTRALIA STOCK EXCHANGE MAKE NO EXPRESS OR IMPLIED
WARRANTIES, AND EXPRESSLY DISCLAIM ALL WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PUPOSE OR USE WITH RESPECT TO THE S&P/ASX 200 INDEX OR ANY DATA
INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL S&P OR
THE AUSTRALIA STOCK EXCHANGE HAVE ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT,
OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE
POSSIBILITY OF SUCH DAMAGES.
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The Hang Seng® Index
The Hang Seng® Index (the HSI ) is calculated, maintained and published by Hang Seng Indexes Company Limited
( HSIL ), a wholly owned subsidiary of Hang Seng Bank, in concert with the HSI Advisory Committee and was first
developed, calculated and published on November 24, 1969. The HSI is a free float-adjusted market capitalization
weighted stock market index that is designed to reflect the performance of the Hong Kong stock market.
Only companies with a primary listing on the main board of the Stock Exchange of Hong Kong ( SEHK ) are eligible
as constituents of the HSI. Mainland China enterprises that have an H-share listing in Hong Kong will not be eligible
for inclusion in the HSI unless the company has no unlisted share capital. In addition, to be eligible for selection, a
company: (1) must be among those that constitute the top 90% of the total market value of all primary listed shares on
the SEHK (the market value of a company refers to the average of its month-end market capitalizations for the past
12 months); (2) must be among those that constitute the top 90% of the total turnover of all primary listed shares on
the SEHK in a sufficient number of measurement sub-periods (turnover is assessed over the last eight quarterly
sub-periods: if a company was in the top 90% in any of the most recent four sub-periods, it receives two points; if it
was in the top 90% in any of the latter four sub-periods, it receives one point. A company must attain a score of eight
points to meet the turnover requirement); and (3) should normally have a listing history of 24 months (there are
exceptions for companies that have shorter listing histories but large market values and/or high turnover scores). From
the many eligible candidates, final selections are based on the following: (1) the market value and turnover rankings of
the companies; (2) the representation of the sub sectors within the HSI directly reflecting that of the market; and (3) the
financial performance of the companies. The number of constituents is fixed at 50.
Calculation of the HSI
The calculation methodology of the HSI is a free float-adjusted market capitalization weighting with a cap on
individual stocks. Under this calculation methodology, shares held by any entities (excluding custodians, trustees,
mutual funds and investment companies) which control more than 5% of shares are excluded for index calculation:
Strategic holdings (governments and affiliated entities or any other entities which hold substantial shares in the
company would be considered as non-freefloat unless otherwise proved);
Directors’ and management holdings (directors, members of the board committee, principal officers or founding
members);
Corporate cross holdings (publicly traded companies or private firms / institutions); and
Lock-up shares (shareholdings with a publicly disclosed lock-up arrangement).
A free float-adjusted factor representing the proportion of shares that is free floated as a percentage of the issued
shares, is rounded up to the nearest multiple of 5% for the calculation of the HSI and is updated quarterly.
A cap of 15% on individual stock weightings was applied before September 2014. In September 2014, it was decided
that the cap would be lowered to 10%. This change will be phased in over a 12-month period through five rounds of
Index rebalancing. A cap factor is calculated quarterly to coincide with the regular update of the free float-adjusted
factor. Additional re-capping is performed upon constituent changes.
The formula for the index calculation is as follows:
Current Index =

where:

P,: current price at day t;

P, closing price at day t-1;

IS: number of issued shares;

FAF: freefloat-adjusted factor, which is between 0 and 1; and

CF: capping factor, which is between 0 and 1.
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The following graph shows the daily historical performance of the HSI in the period from January 1, 2008 through
June 29, 2016. We obtained this historical data from Bloomberg L.P. We have not independently verified the
accuracy or completeness of the information obtained from Bloomberg L.P. On June 29, 2016, the closing level of
the HSI was 20,436.12.

Historical Performance of the HSI

This historical data on the HSI is not necessarily indicative of the future performance of the HSI or what the value
of the notes may be. Any historical upward or downward trend in the level of the HSI during any period set forth
above is not an indication that the level of the HSI is more or less likely to increase or decrease at any time over the
term of the notes.

Before investing in the notes, you should consult publicly available sources for the levels of the HSI.

License Agreement

We have entered into an agreement with HSIL providing us and certain of our affiliates or subsidiaries with a
non-exclusive license and, for a fee, with the right to use the HSI, which is owned and published by HSIL, in
connection with certain securities, including the notes. By investing in the notes, you will be regarded as having
acknowledged, understood and accepted the information set forth in the two paragraphs below. The level of the HSI at
any time for the purposes of the notes will be the level as calculated by HSIL in its sole discretion, subject to
adjustment under the circumstances described in the product supplement.

The license agreement provides that the following information must be set forth in this term sheet:

THE HSI IS PUBLISHED AND COMPILED BY HSI SERVICES LIMITED PURSUANT TO A LICENSE FROM
HANG SENG DATA SERVICES LIMITED. THE MARK AND NAME OF THE HSI ARE PROPRIETARY TO
HANG SENG DATA SERVICES LIMITED. HSIT SERVICES LIMITED AND HANG SENG DATA SERVICES
LIMITED HAVE AGREED TO THE USE OF, AND REFERENCE TO, THE HSI BY BAC IN CONNECTION
WITH THE NOTES, BUT NEITHER HSI SERVICES LIMITED NOR HANG SENG DATA SERVICES LIMITED
WARRANTS OR REPRESENTS OR GUARANTEES TO ANY BROKER OR HOLDER OF THE NOTES, OR
ANY OTHER PERSON, (i) THE ACCURACY OR COMPLETENESS OF THE HSI AND ITS COMPUTATION
OR ANY INFORMATION RELATED THERETO; OR (ii) THE FITNESS OR SUITABILITY FOR ANY
PURPOSE OF THE HSI OR ANY COMPONENT OR DATA COMPRISED IN IT; OR (iii) THE RESULTS
WHICH MAY BE OBTAINED BY ANY PERSON FROM THE USE OF THE HST OR ANY COMPONENT OR
DATA COMPRISED IN IT FOR ANY PURPOSE, AND NO WARRANTY OR REPRESENTATION OR
GUARANTEE OF ANY KIND WHATSOEVER RELATING TO THE HSI IS GIVEN OR MAY BE IMPLIED.
THE PROCESS AND BASIS OF COMPUTATION AND COMPILATION OF THE HSI AND ANY OF THE
RELATED FORMULA OR FORMULAE, CONSTITUENT STOCKS AND FACTORS MAY AT ANY TIME BE
CHANGED OR ALTERED BY HSI SERVICES LIMITED WITHOUT NOTICE.

TO THE EXTENT PERMITTED BY APPLICABLE LAW, NO RESPONSIBILITY OR LIABILITY IS
ACCEPTED BY HSI SERVICES LIMITED OR HANG SENG DATA SERVICES LIMITED (I) IN RESPECT OF
THE USE OF AND/OR REFERENCE TO THE HSI BY BAC IN CONNECTION WITH THE NOTES; OR (II) FOR
ANY INACCURACIES, OMISSIONS, MISTAKES OR ERRORS OF HSI SERVICES LIMITED IN THE
COMPUTATION OF THE HSI; OR (III) FOR ANY INACCURACIES, OMISSIONS, MISTAKES, ERRORS OR
INCOMPLETENESS OF ANY INFORMATION USED IN CONNECTION WITH THE COMPUTATION OF

THE HSI WHICH IS SUPPLIED BY ANY OTHER PERSON; OR (IV) FOR ANY ECONOMIC OR OTHER LOSS
WHICH MAY BE DIRECTLY OR INDIRECTLY SUSTAINED BY ANY BROKER OR HOLDER OF THE
NOTES, OR ANY OTHER PERSON DEALING WITH THE NOTES AS A RESULT OF ANY OF THE
AFORESAID, AND NO CLAIMS, ACTIONS OR LEGAL PROCEEDINGS MAY BE BROUGHT AGAINST HSI
SERVICES LIMITED AND/OR HANG SENG DATA SERVICES LIMITED IN CONNECTION WITH THE
NOTES IN ANY MANNER WHATSOEVER BY ANY BROKER, HOLDER OR OTHER PERSON DEALING
WITH THE NOTES. ANY BROKER, HOLDER OR OTHER PERSON DEALING WITH THE NOTES DOES SO
THEREFORE IN FULL KNOWLEDGE OF THIS DISCLAIMER AND CAN PLACE NO RELIANCE
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WHATSOEVER ON HSI SERVICES LIMITED AND HANG SENG DATA SERVICES LIMITED. FOR THE
AVOIDANCE OF DOUBT, THIS DISCLAIMER DOES NOT CREATE ANY CONTRACTUAL OR QUASI
CONTRACTUAL RELATIONSHIP BETWEEN ANY BROKER, HOLDER OR OTHER PERSON AND HSI
SERVICES LIMITED AND/OR HANG SENG DATA SERVICES LIMITED AND MUST NOT BE CONSTRUED
TO HAVE CREATED SUCH RELATIONSHIP.
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Supplement to the Plan of Distribution; Conflicts of Interest
Under our distribution agreement with MLPF&S, MLPF&S will purchase the notes from us as principal at the public
offering price indicated on the cover of this term sheet, less the indicated underwriting discount.
MLPF&S, a broker-dealer subsidiary of BAC, is a member of the Financial Industry Regulatory Authority, Inc.
( FINRA ) and will participate as selling agent in the distribution of the notes. Accordingly, offerings of the notes will
conform to the requirements of Rule 5121 applicable to FINRA members. MLPF&S may not make sales in this
offering to any of its discretionary accounts without the prior written approval of the account holder.
We may deliver the notes against payment therefor in New York, New York on a date that is greater than three
business days following the pricing date. Under Rule 15c6-1 of the Securities Exchange Act of 1934, trades in the
secondary market generally are required to settle in three business days, unless the parties to any such trade expressly
agree otherwise. Accordingly, if the initial settlement of the notes occurs more than three business days from the
pricing date, purchasers who wish to trade the notes more than three business days prior to the original issue date will
be required to specify alternative settlement arrangements to prevent a failed settlement.
The notes will not be listed on any securities exchange. In the original offering of the notes, the notes will be sold in
minimum investment amounts of 100 units. If you place an order to purchase the notes, you are consenting to
MLPF&S acting as a principal in effecting the transaction for your account.
MLPF&S may repurchase and resell the notes, with repurchases and resales being made at prices related to
then-prevailing market prices or at negotiated prices, and these will include MLPF&S’s trading commissions and
mark-ups. MLPF&S may act as principal or agent in these market-making transactions; however, it is not obligated to
engage in any such transactions. At MLPF&S’s discretion, for a short, undetermined initial period after the issuance of
the notes, MLPF&S may offer to buy the notes in the secondary market at a price that may exceed the initial estimated
value of the notes. Any price offered by MLPF&S for the notes will be based on then-prevailing market conditions
and other considerations, including the performance of the Basket and the remaining term of the notes. However,
neither we nor any of our affiliates is obligated to purchase your notes at any price, or at any time, and we cannot
assure you that we or any of our affiliates will purchase your notes at a price that equals or exceeds the initial
estimated value of the notes.
The value of the notes shown on your account statement will be based on MLPF&S’s estimate of the value of the notes
if MLPF&S or another of our affiliates were to make a market in the notes, which it is not obligated to do. That
estimate will be based upon the price that MLPF&S may pay for the notes in light of then-prevailing market
conditions and other considerations, as mentioned above, and will include transaction costs. At certain times, this
price may be higher than or lower than the initial estimated value of the notes.
An investor’s household, as referenced on the cover of this term sheet, will generally include accounts held by any of
the following, as determined by MLPF&S in its discretion and acting in good faith based upon information then
available to MLPF&S:
the investor’s spouse (including a domestic partner), siblings, parents, grandparents, spouse’s parents, children and
grandchildren, but excluding accounts held by aunts, uncles, cousins, nieces, nephews or any other family
relationship not directly above or below the individual investor;
a family investment vehicle, including foundations, limited partnerships and personal holding companies, but only
if the beneficial owners of the vehicle consist solely of the investor or members of the investor’s household as
described above; and
a trust where the grantors and/or beneficiaries of the trust consist solely of the investor or members of the investor’s
household as described above; provided that, purchases of the notes by a trust generally cannot be aggregated
together with any purchases made by a trustee’s personal account.
Purchases in retirement accounts will not be considered part of the same household as an individual investor’s personal
or other non-retirement account, except for individual retirement accounts ( IRAs ), simplified employee pension plans
( SEPs ), savings incentive match plan for employees ( SIMPLEs ), and single-participant or owners only accounts (i.e.,
retirement accounts held by self-employed individuals, business owners or partners with no employees other than their
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spouses).

Please contact your Merrill Lynch financial advisor if you have any questions about the application of these provisions
to your specific circumstances or think you are eligible.

Structuring the Notes

The notes are our debt securities, the return on which is linked to the performance of the Basket. As is the case for all
of our debt securities, including our market-linked notes, the economic terms of the notes reflect our actual or
perceived creditworthiness at the time of pricing. In addition, because market-linked notes result in increased
operational, funding and liability management costs to us, we typically borrow the funds under these notes at a rate
that is more favorable to us than the rate that we might pay for a conventional fixed or floating rate debt

security. This rate, which we refer to in this term sheet as our internal funding rate, is typically lower than the rate we
would pay when we issue conventional fixed or floating rate debt securities. This generally relatively lower internal
funding rate, which is reflected in the economic terms of the notes, along with the fees and charges associated with
market-linked notes, typically results in the initial estimated value of the notes on the pricing date being less than their
public offering price.

At maturity, we are required to pay the Redemption Amount to holders of the notes, which will be calculated based on
the performance of the Basket and the $10 per unit principal amount. In order to meet these payment obligations, at
the time we issue the notes, we

Accelerated Return Notes® TS-24
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may choose to enter into certain hedging arrangements (which may include call options, put options or other
derivatives) with MLPF&S or one of its affiliates. The terms of these hedging arrangements are determined by
seeking bids from market participants, including MLPF&S and its affiliates, and take into account a number of
factors, including our creditworthiness, interest rate movements, the volatility of the Basket Components, the tenor of
the notes and the tenor of the hedging arrangements. The economic terms of the notes and their initial estimated value
depend in part on the terms of these hedging arrangements.
MLPF&S has advised us that the hedging arrangements will include a hedging related charge of approximately $0.075
per unit, reflecting an estimated profit to be credited to MLPF&S from these transactions. Since hedging entails risk
and may be influenced by unpredictable market forces, additional profits and losses from these hedging arrangements
may be realized by MLPF&S or any third party hedge providers.
For further information, see Risk Factors—General Risks Relating to ARNs beginning on page PS-6 and Use of
Proceeds on page PS-15 of product supplement EQUITY INDICES ARN-1.
Summary Tax Consequences
You should consider the U.S. federal income tax consequences of an investment in the notes, including the following:
There is no statutory, judicial, or administrative authority directly addressing the characterization of the notes.
You agree with us (in the absence of an administrative determination, or judicial ruling to the contrary) to
characterize and treat the notes for all tax purposes as a single financial contract with respect to the Basket.
Under this characterization and tax treatment of the notes, a U.S. Holder (as defined beginning on page 99 of the
prospectus) generally will recognize capital gain or loss upon maturity or upon a sale or exchange of the notes prior
to maturity. This capital gain or loss generally will be long-term capital gain or loss if you held the notes for more
than one year.
No assurance can be given that the IRS or any court will agree with this characterization and tax treatment.
You should consult your own tax advisor concerning the U.S. federal income tax consequences to you of
acquiring, owning, and disposing of the notes, as well as any tax consequences arising under the laws of any
state, local, foreign, or other tax jurisdiction and the possible effects of changes in U.S. federal or other tax
laws. You should review carefully the discussion under the section entitled U.S. Federal Income Tax Summary
beginning on page PS-24 of product supplement EQUITY INDICES ARN-1.
Where You Can Find More Information
We have filed a registration statement (including a product supplement, a prospectus supplement, and a prospectus)
with the SEC for the offering to which this term sheet relates. Before you invest, you should read the Note
Prospectus, including this term sheet, and the other documents that we have filed with the SEC, for more complete
information about us and this offering. You may get these documents without cost by visiting EDGAR on the SEC
website at www.sec.gov. Alternatively, we, any agent, or any dealer participating in this offering will arrange to send
you these documents if you so request by calling MLPF&S toll-free at 1-800-294-1322.
Market-Linked Investments Classification
MLPF&S classifies certain market-linked investments (the Market-Linked Investments ) into categories, each with
different investment characteristics. The following description is meant solely for informational purposes and is not
intended to represent any particular Enhanced Return Market-Linked Investment or guarantee any performance.
Enhanced Return Market-Linked Investments are short- to medium-term investments that offer you a way to enhance
exposure to a particular market view without taking on a similarly enhanced level of market downside risk. They can
be especially effective in a flat to moderately positive market (or, in the case of bearish investments, a flat to
moderately negative market). In exchange for the potential to receive better-than market returns on the linked asset,
you must generally accept market downside risk and capped upside potential. As these investments are not market
downside protected, and do not assure full repayment of principal at maturity, you need to be prepared for the
possibility that you may lose all or part of your investment.
Accelerated Return Noté8 and ARWNs are our registered service marks.
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