The Fortress & The Moat

Bank of America Investment Analysis: Assessing Competitive Advantage,
Capital Efficiency, and Intrinsic Value in the 2026 Landscape
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Current Price: ~$53.00 | Market Cap: ~$415B | Ticker: BAC (NYSE)




Investment Thesis: A Defensive Fortress Priced for Perfection
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$2.02T Deposit Base
+ $13B Annual Tech
Spend creates an
insurmountable
barrier to entry.
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The

Performance

14.0% ROTCE is solid
and covers Cost of
Equity (11%), but
structurally trails the
“Gold Standard”
JPMorgan (20%).

The
Catalyst

250bps positive
operating leverage
in 2025. Path to 55%
efficiency ratio relies
on Al/Automation
execution.
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Trading at ~1.84x
Tangible Book Value
(TBV).
A “Good" business
at a "Fair" price.
N
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The Strucural Oligopoly: Winner-Take-Most

Why Scale Wins in a Commodity Spread Business

The Oligopoly (Top TIEI/ \ fungible commodity. Banks lack

JPM. pricing power on assets. Victory
The Fragmented Tall
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Key Insight: Money is the ultimate

BAC, goes to the lowest-cost liability
WFC, t:: franchise.

ih Regulatory Barriers: G-SIB Status + Tech Costs = Natural Moat
dh Capital Constraint: Post-2008 Regulation permanently capped industry ROE.
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The Primary Moat: The $2 Trillion Liability Franchise

The Lock-In Loop
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The Holy Grail: Low Acquisition _l Retail Brand
FraaNaw MEE al Cost e Awareness (85%)
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Context: Unlike regional banks that collapsed in 2023 due to ‘hot’ money flight, BAC holds sticky operational cash. |
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The Secondary Moat: Technology as a Fortress

2 Erica (Al):
|¢-@’| 3.2B total interactions
—{/" 2M per day

Higher Margins
Reinvested

$13B s

Annual Tech Budget

—| Zelle:
25M active users
—) $144B volume in Q4 '25 |

Flywheel of
Efficiency

Marginal Transaction Cost ~ $0

26 Billion

Digital Interactions

-| b Strategic Reality: Digital migration drives the efficiency ratio down; regional banks cannot afford the $13B ante to sit at this table.
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The Efficiency Gap: Good, But Not Elite
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Bank of e Insight: The JPM
Metric America ponrorganiiRraic Largo i eIV dToNp Ga pgrepresents
(BAC) (JPM) (WFC) (C) the upside
X opportunity.
ROTCE BAC optimizes
(Profitability) 14.0% 20.0% 14.5% 5.1% for stability
Il (“Responsible
It Growth"), while
Efficiency Ratio JPM optimizes
(Lower is Better) 627 027 647 737 for maximum
v risk-adjusted
'“ | return.
phye 1.84x >2.5x N/A 11x
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The Engine: Consumer Banking & The Omni-Channel Multiplier

Digital Scale Physical Expansion

Verified Digital Users

Targeting Expansion Markets
Revenue: $11.2B (+5% YoY) ~ (e.g., Boise)

{ Segment ROAC: 28% J -
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Fee Income & Commercial Entrenchment
S$25B Revenue

Global Wealth & Investment Management (GWIM)
.
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Y Z T 0000000000000 0000 f‘|*~ The Challenge: 26%
7 ; | Margin trails Morgan
i | . 1 | |Stanley (~30%).
4'8 Tl llll Cllen - Bal //J/_ Advisor compensation
iy limits leverage. N

#3 Global Investment
Banking Fee Pool

The Moat: CashPro App
usage surged to $1.2T aprovals.

Insight: High switching
costs in treasury services
protect the deposit float. |
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Capital Allocation: Disciplined Return of Excess Cash
9
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/ | Share Repurchases
S — ($40B Authorization)

Buying at 1.3x-1.4x
TBV (Accretive)
7.

7V [————
I . Impact: Share count
| reduced by ~300M (4%) H

in the last year.

oy ::I LI I lb?_|
| % ' share
///// ’ 7 ~28% Payout Ratio

t

Net Income
($30.5B)
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Management prioritizes stability and survival over maximizing risk-adjusted returns.
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Event: Voluntary switch to @ )
Proportional Amortization

{ Method for solar/housing
tax credits.

-0.12%

Impact: $1.7B non-cash
| reduction to retained

11.6% , earnings. |
(Q3 2025) (Accounting
Change) Takeaway: Accounting timing |
11.4% difference, not economic

(Q4 2025) 1 capital destruction. Buffer
remains 140bps above
regulatory minimum.
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NIl Growth Expense Cap Macro Target

(+5-7%) + (Operating <+ Assumption = Efficiency
Leverage) (2 Fed Cuts) Ratio
(55%)

.........
Pl ¥

Leverage:
330bps

.........

Revenue +7%
vs Expenses +4%
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Risk Matrix: Where are the Cracks?
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Credit Interest Rate Risk 3
Normalization Asset Sensitivity. 5
Card charge-offs at 3.4%. 100bps rate drop = ~$2B =
Consumer strain evident. NIl hit. =
Qo
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| Execution Risk Regulatory Shock &
§ Management stable; Basel lll Endgame or @_
7 Balance sheet secure. 10% Card Rate Caps. 3
o |
LOW IMPACT > HIGH
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Price to Tangible Book Value (x)

J

Intrinsic Value: Priced for Execution

3.0x
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Price: ~$53.00

~

P/E (TTM): ~13.7x

P/TBV: ~1.84x

1aX

1.0x

Insight: At 1.84x, the
market is pricing in
continued expansion
of ROTCE toward 16%.

5% 10% 15% 20% 25%
ROTCE %
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The Final Verdict: Quality at a Full Price

ra
Li il

< Scorecard <
Moat Width Management Quality Growth Outlook Valuation Attractiveness
- & 7O - ¢ © il =
| ' | | | |
Low Low Medium High Attractive Neutral / Full Full
e Ao AN /\

‘ Deposit Scale + Tech I | Responsible Growth Execution I [ Organic Grind / Macro Dependent | | 1.84x TBV = Fair Price |

o S )

| Avery ‘good’ business trading at a ‘fair’ price. Optimizes for

survival and stability over maximum risk-adjusted returns.
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Appendix: Definitions & Notes

ROTCE vs. ROE

Return on Tangible Common Equity
removes Goodwill (mostly from
Countrywide/Merrill Lynch) to show
core operating performance.

NIB Deposits

Non-Interest-Bearing deposits.
Checking accounts paying 0%
interest—the cheapest source of
funding.
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Efficiency Ratio

Non-interest expense divided by
net revenue. Lower is better (BAC
target: 55%).
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Tax Equity / PAM

Proportional Amortization Method.
Q4 ‘25 accounting change for

solar/wind investments that aligns
tax benefits with economic reality.
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