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Foreword

Throughout spring 2023 the BlackRock Portfolio Consulting team partnered with 176 clients
in EMEA (private banks, retail banks, and asset managers) for an annual review of their
portfolio construction practices relating to sustainability and the transition to a low-carbon
economy. Our analysis encompasses:

01 A survey of our clients’ preferences on sustainable and transition investing,
® including qualitative insights on their investment approaches.

An analysis of clients’ model portfolios through the lens of Aladdin (BlackRock’s risk
oz management platform), providing quantitative insights on their current sustainable and
L transition positioning, and how this has shifted vs. portfolios participating in our study
last year.

Specific views that our portfolio consultants have gathered through day-to-day
03. client interactions when helping investors align their portfolios towards their
sustainability and transition objectives.
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I ] Two-thirds of surveyed investors are planning to decarbonise their
portfolios. Defining the approach towards transition investing, assessing
ey 1 the impact on risk/return outcomes and aligning to transition
f‘ I. opportunities emerge as the biggest challenges and opportunities.
g [ ] Surveyed investors see the percentage of SFDR Article 8/9 funds in the
.. portfolio as one of the most important criteria to classify a portfolio as
Ursula Marchioni . . . . . . or
-4 ; sustainable. Meanwhile the implementation of MiFID Il sustainability
Head of Markets and Portfolio

Solutions EMEA requirements is still in early stages.

o Stephanie Lang [ SFDR Article 8 and Article 9 products have continued to gain an
Head of Portfolio Consulting Core 03 increasing share of both sustainable and traditional portfolios

Continental Europe participating in the study — despite performance fluctuations in 2022.

Authors

Chiara Valzano
BlackRock Portfolio Consulting

. . Please note, the following results are based on the sample we collected and, therefore, should not
Varia Pechurina

BlackRock Partfaliol Gonsulting be seen as fully representative of the Continental Europe Wealth industry. Sample biases will be

linked to the specific client choices as well as the sample size of portfolios and surveys collected in
each region. Source: BlackRock, August 2023.
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Two-thirds of surveyed investors are planning to decarbonise their portfolios.
Defining the approach towards transition investing, assessing the impact on
risk/return outcomes and aligning to transition opportunities emerge as the biggest
challenges and opportunities.

66% of surveyed investors flagged portfolio decarbonisation as a current or future area of focus.
Indeed, the portfolios participating in our study this year have lower average carbon emissions
intensity and implied temperature rise vs. our 2022 sample. This can be explained by the fact
that many clients have started considering portfolio carbon level when building investment
propositions as well as by the progression that companies themselves and the whole ecosystem are

making towards decarbonization.

However many investors we work with struggle to define their approach to transition investing
and lack tools to assess the impact of decarbonisation on portfolio risk/return characteristics.
We have deployed new technology towards helping investors define their transition approach,
selecting decarbonisation targets and assessing their current portfolio against them while at the
same time remaining aligned with investor’s risk, tracking error and sector/country allocation

parameters.

We also see investors wanting to position their portfolios toward strategic and tactical
opportunities presented by the transition to a low-carbon economy. No size fits all, yet a practical
way to help investors position their portfolio towards transition opportunities over the strategic

horizon can be using BlackRock climate-aware capital market assumptions (CMAs) that factor in

BlackRock Investment Institute’s Transition Scenario (‘BIITS’).

Aligning a portfolio towards low-carbon transition will be a multi-year journey as new investment
opportunities and products emerge, new climate analytics becomes available and companies’
reporting improves. A number of investors are partnering with us to assess their portfolio alignment

towards transition on a regular basis.
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Surveyed investors see percentage of SFDR Article 8/9 funds in a portfolio as one of
the most important criteria to classify a portfolio as ‘sustainable’. Meanwhile the
implementation of MiFID Il sustainability requirements is still in early stages.

e The most important criteria investors use to classify a portfolio as ‘sustainable’ are through the
percentage of SFDR Article 8/9 funds in the portfolio, followed by environmental, social, and
governance (ESG) score above a certain threshold, and screening out exposures to controversial
businesses, our survey shows. Notably, metrics related to MIFID Il sustainability requirements —
such as the percentage of Sustainable Investments! (SI) or alignment to Principal Adverse Impacts
(‘PAIs’) — have been less popular among respondents.

e Overall, we see a lot of investors taking a wait-and-see approach when it comes to the
implementation of the latest MiFID Il sustainability requirements. Our survey showed that 34% of
respondents have not yet completed a full assessment of their own clients’ Sl preferences and 39%
have not defined a percentage Sl target. The vast majority of the interviewed clients (71 out of 112)
have not started measuring alignment to PAls (this could be partly driven by challenges related to PAI
data coverage). Anecdotally, some investors say the implementation is proving complex and requires
significant investments in governance changes, data availability and monitoring.

¢ In order to meet MiFID Il sustainability requirements, respondents preferred to make use of the
percentage SI commitment, as opposed to aligning product commitments to PAls, our survey shows.
The majority of investors said that they can have products that do not meet the desired percentage SlI
threshold as long as the whole portfolio percentage Sl threshold is met. The average min. percentage Sl
of sustainable portfolios participating in the study was 14%o.

¢ The most popular PAls, based on our survey, were Greenhouse Gas Emissions (PAIl 1-6) and Social
and Employee Matters (PAIl 10-16), with 22% and 15% survey respondents, respectively, stating they
are measuring alignment against these PAls. Looking a the average PAI alignment of the portfolios
within our sample, we, indeed, observed that alignment to PAls 1-6 and PAl 10-16 was the highest.

1. ‘Sustainable investment’ is defined by the Sustainable Finance Disclosures Regulation (SFDR). See

appendix for full definition.
FOR PROFESSIONAL CLIENTS/QUALIFIED INVESTORS/QUALIFIED CLIENTS ONLY.EliH0923E/5-3094427-




SFDR Article 8 and Article 9 products have continued to gain an increasing
share of both sustainable and traditional portfolios participating in the study -
despite performance fluctuations in 2022.

e The majority (80%) of survey respondents said that 2022 performance dynamics of sustainable
strategies has not changed their appetite towards sustainable investing. This is in line with what

we have observed in the actual portfolios participating in the study — in 161 sustainable-focused
portfolios the share of Article 8/9 products reached 81% of all fund holdings (up from 55% in 2022).
Even in the 112 traditional portfolios in our sample this year 45% of all fund holdings were Article
8/9 (up from 37% in 2022).

* The increase in the share of SFDR Article 8/9 products was observed across asset classes vs. our
2022 portfolio sample. In particular, the share of Article 8/9 funds rose to 70% in equity and 65% in
fixed income (vs 49% and 46% respectively in 2022), to 75% in multi-asset (vs 28% in 2022) and to
25% in alternatives (vs 17% in 2022). 73% of the cash funds in our 2023 portfolio sample were Article
8. Notably, there was a decrease in Article 9 relative to Article 8 funds vs. our 2022 sample which could
be partly driven by the 2022 re-classification of many products due to amendments to Article 9 criteria
in the EU regulation.

¢ The majority (72%) of survey participants are not planning to replace their traditional
benchmarks with sustainable ones. Given the current market uncertainty related to inflation and
growth outlook, this brings to the forefront the need for ongoing monitoring of active risk of
sustainable propositions relative to their benchmarks. Investors often ask us to help assess the
level of active risk of their sustainable portfolio vs. the benchmark — as well as the drivers behind it.
Some investors want us to support them in reducing this risk by using ESG optimised strategies or by
adding regional/sector funds to their portfolio to better align its regional/sector profile relative to the
benchmark.
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investors are planning to
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66% of surveyed investors are planning to decarbonise their portfolios — and for 38% of them portfolio decarbonisation is already a focus right now. Indeed, the
portfolios participating in our study this year have lower average carbon emissions intensity and implied temperature rise vs. our 2022 sample (see Chart O1 below).

When asked if, in their sustainable propositions, investors would be open to invest in an Article 6 fund that gives exposure to high emitting companies that have credible
decarbonisation targets, the opinions were split evenly: ~43% of respondents said ‘Yes’, while the same share of respondents said ‘No’ (see Q. 12 in Annex).

Responses (%) 41%
Chart 01 I Carbon Emission Intensity (CO2 t/Sales)

34%
25%
147
128
111

A B C

Q I How much of a focus are decarbonisation targets within
¢ your portfolio?

A ltis a focus
B Not a focus yet — but | am planning to decarbonise my portfolio in the future Traditional Portfolios Sustainable Portfolios

C | am not planning to decarbonise my portfolio

® 2022 2023

Survey results are based on responses provided by 112 clients in Europe ex UK. The Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data
survey responses were collected in Q2 2023 based on 2022 Sustainability Research results. *Classification of a portfolio as sustainable or non-

sustainable was provided by clients or, if such guidance was missing, was based on Morningstar
SFDR classification. 8
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Many investors we work with struggle to define their approach to transition investing, and 35% of respondents to our survey said they lack tools to assess the impact of
decarbonisation on portfolio risk/return characteristics.

Our Portfolio Consulting team, in partnership with BlackRock Sustainable & Transition Client Solutions team, help investors defining their transition approach, selecting

decarbonisation targets and assessing their current portfolio against them. The journey involves the definition of a strategy to make progress towards portfolio
decarbonisation targets while at the same time remaining aligned with investor’s risk, tracking error and sector/country allocation parameters.

Responses (%)

35%

Q I How confident are you on the possibility to meet decarbonisation
® targets together with financial objectives of your portfolio?

I will likely need to trade-off some of the portfolio’s financial objectives to meet
decarbonisation targets

B | am equipped to achieve both financial and decarbonisation targets

| do not have the tools to monitor the impact of decarbonisation efforts on my financial
objectives

D Not planning to decarbonise my portfolio

Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research
results.
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Based on our daily client interactions, we see a growing interest from investors to position their portfolios towards strategic and tactical opportunities presented by the

transition to a low carbon economy. Tactically, we support investors in navigating available transition-focused alpha-seeking and index products and assessing the impact

of implementing these in the portfolios in a risk-controlled way. Over the strategic horizon, we help investors position their portfolio towards transition opportunities leveraging
BlackRock climate-aware capital market assumptions that factor in BlackRock Investment Institute’s Transition Scenario (‘BIITS’)

If we compare the average allocation of portfolios participating in the study this year (see Chart 02 below) with BlackRock’s Strategic Asset Allocation for Wealth built

using the climate-aware CMAs (see next slide), we observe a lower allocation to fixed income and private markets and a higher allocation to cash. When interviewed in

Q2 2023, 65% of our survey respondents stated that they were not planning making changes to their strategic asset allocation, while 14% said they were planning to

increase their government bond allocation and 8% their credit exposures.

Chart 02 I Asset Allocation Overview

100

80
50 49

60

40
35

38

20

0%

Traditional Portfolios

Sustainable Portfolios
Equity Fixed income
® Multi- ® Cash
Asset

Source: BlackRock, as at 30/07/2023. Based on 273 portfolios and 112 survey
responses from investors in Europe ex UK.

® Alternatives
@ Other
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Responses (%)

65%

A B C D E F
Q I Are you planning to adjust your strategic asset allocation (‘SAA’) off
° the back of recent market developments? (please select all that apply)

A No

B Yes - increase my equity allocation

C Yes - increase my credit allocation

D Yes - increase my government bond allocation

E Yes — increase my alternatives allocation

F Yes - increase my cash allocation

EI1iH0923E/S-3094427-10/32

10



Chart 03 I Case Study: Euro Area High Net Worth Strategic Asset Allocation based on BlackRock Climate Aware Capital Market Assumptions

2% Criteria Description
6% High yield
Credit . Base currency Euro
Investment objective Maximise return for given level of risk
12% 40% Risk target 9.2% volatility
Inflation- -+«
linked Investment opportunity set Long-only investments across global and private markets
43%
" Developed 50% Investment horizon 10years
equit;
19% R
Sto Vebgnnrgs Parameter Value
‘ 10% Expected SAA return range excluding alpha, net of fees 5.5 - 7.9%; Central return estimate: 6.7%
Contribution from net alpha 0-0.7%
10% 7% P
Private Emerging Expected SAA return range including alpha, net of fees 5.5% - 8.6%
markets equity
Return estimate assuming bottom half of outcomes 3.85%
Bonds @ Equities Private markets

Past performance is not a reliable indicator of current or future results. This information is not intended as a recommendation to invest in any particular asset class or
strategy or as a promise - or even estimate - of future performance.
Sources: BlackRock Investment Institute, with data from Refinitiv Datastream and Bloomberg, August 2023. Data as of 30 June 2023. The expected returns range is based on the
25th and 75th percentile of our simulated return pathways. The return estimate assuming bottom half of outcomes shows how the asset allocation may perform in adverse
economic outcomes. It is derived by considering only the bottom-half of our simulated return pathways and applying the weighted average of expected returns from this set to
the asset allocation mix. For assets without indices (private markets), we have assumed top-quartile performance. The allocation shown above does not represent any existing
portfolio, and as such, is not an investible product. The construction of the hypothetical asset allocation is based on criteria applied with the benefit of hindsight and knowledge
of factors that may have positively affected it's performance, and cannot account for risk factors that may affect the actual portfolio’s performance. The actual performance may
vary significantly from our modelled CMAs due to transaction costs, liquidity or other market factors. Indexes are unmanaged, do not account for management fees and one
cannot invest directly in an index. We use BlackRock proxies for selected private markets because of lack of sufficient data. These proxies represent the mix of risk factor
exposures that we believe represents the economic sensitivity of the given asset class.
BlackRock, as at 30/07/2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK.
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o Aligning a portfolio towards low carbon transition will be a multi-year
SPOtIIght journey as new investment opportunities and products emerge, new climate
analytics becomes available and companies’ reporting improves.

A number of investors are partnering with us to assess their portfolio
alignment towards transition on a regular basis in the coming years.

Putting the transition into practice — how you can prepare your whole portfolio for the low-carbon transition, leveraging
our support along the journey:

Define the target and assess your

portfolio against it Design a transition strategy Implement and monitor
Assess your portfolio’s potential decarbonisation Evolve your portfolio to improve the relevant Implement changes with index, factor, and alpha-
path — and put it in the context of a range of climate metric and meet any other portfolio seeking strategies.
climate metrics (e.g. Implied Temperature Rise, objective through:

e . Monitor your portfolio against your near-term and
Low Carbon Transition Score, alignment to UN

« P ituti long-term targets on an annual basis? and engage
SDG 13 ‘Climate action) roduct substitutions g g gag

L. . . with companies where needed.
. . e Optimisation of portfolio holdings
Set long-term targets and identify near-term

targets in the context of other portfolio objectives. * Strategic asset allocation review

1 SDG 13: Climate Action — Take urgent action to combat climate change and its impacts (Source: https://sdgs.un.org/goals/goall3) 2 Carbon metrics are updated annually
when companies report their emissions. It is important to review the numbers annually to ensure you are on track to meet your objectives and take action where necessary.

12
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The most important criteria investors use to classify a portfolio as ‘sustainable’ are percentage of SFDR Article 8/9 funds in the portfolio, followed by environmental, social,
governance (ESG) score above a certain threshold, and screening out exposures to controversial businesses, our survey shows. Notably, metrics related to MiFID Il sustainability
requirements — such as percentage of Sustainable Investments (‘SI’) or alignment to Principal Adverse Impacts (‘PAls’) — have been less popular among respondents.

When asked about what the minimum allocation requirement to SFDR Article 8/9 products in their sustainable propositions, 36% of survey respondents stated they do not have a
specific threshold, while 41% confirmed they have a threshold equal or higher than 70% (see Q. 09 in Annex) . We clearly see the latter in the portfolios we have collected for this study —
sustainable portfolios in our sample had an 81% allocation to Article 8/9 products, showing a sharp increase vs last year (when the percentage of Article 8/9 products in sustainable
portfolios was 55%).

Q I What are the most important criteria that you use to classify a
® portfolio as ‘sustainable’? Select up to 3 criteria: Responses (%)
23%
A Environmental Social Governance score above a certain threshold 20% 20%

Climate metrics assessment
(Carbon Emission Intensity, Low Carbon Transition Score, Portfolio temperature)

Screening out exposures to controversial businesses

Alignment to UN Sustainable Development Goals

SFDR classification (% of Article 8/Article 9 funds in the portfolio)

% of Sustainable Investments (‘SI’) as per SFDR or EU taxonomy definitions

Alignment to Principle Adverse Impacts

I & =m m | O 0O

Local regulations and labels

I All of the above

J None of the above

A B ¢ D E F G H |1 3

Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research results.
14
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Overall, we see many investors taking a wait-and-see approach when it comes to the implementation of the latest MiFID Il sustainability requirements. Our survey showed
that 34% of respondents have not yet completed a full assessment of their own clients’ Sl preferences (see Q. 05 in Annex) and 39% have not defined a percentage Sl target. The

vast majority of the interviewed clients (71 out of 112) have not started measuring alignment to PAls (See Q. 07 in Annex). The latter could be partly driven by challenges related to
PAI data coverage.

Anecdotally, some investors say the implementation is proving complex and requires significant investments in governance changes, data availability and monitoring.

Furthermore, the data quality will need to improve to allow a proper monitoring of MiFID Il metrics, given the high % of funds where disclosures are not available today.

Q I What % of Sustainable Investments (‘SI) under SFDR are you
¢ targeting in your sustainable propositions?
Responses (%)
0,
A Above 90% 39%

70% to 90%

C 50% to 69%

D 30% to 49%

m

20% to 29%

F 10% to 19%

G | don’t have an Sl target for my sustainable propositions

H | don’t have a sustainable proposition

A B C D E F G H

In order to meet MIFID Il sustainability requirements, respondents preferred to make use of the % SI commitment, as opposed to aligning product commitments to PAls, our
survey shows. The majority of investors said that they can have products that do not meet the desired % Sl threshold as long as the whole portfolio % Sl threshold is met. The average
min. % Sl of sustainable portfolios participating in the study was 14%.

15
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The most popular PAls, based on our survey, were Greenhouse Gas Emissions (PAIl 1-6) and Social and Employee Matters (PAIl 10-16), with 22% and 15% survey

respondents, respectively, stating they are measuring alignment against these PAls. Looking at the average PAIl alignment of the portfolios within our sample, we, indeed,
observed that alignment to PAls 1-6 and PAI 10-16 were the highest.

Our Portfolio Consulting team can help investors assess the min percentage of Sustainable Investing and PAI alignment at portfolio level — alongside other portfolio

sustainability characteristics — help investors navigate a range of products to increase it and implement the selected products in the portfolio, keeping alignment with
portfolios risk/return objectives.

Responses (%) 38%

Q. I Which PAI are you measuring alignment to? Select all that apply:

A Greenhouse Gas emissions (PAl 1-6)

B Biodiversity (PAI 7)

C Water (PAI 8)

D Waste (PAI 9)

E Social and Employee matters (PAI 10-16)

F | haven’t started measuring alignment to PAI

A B C D E F

Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research
results.
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SFDR Article 8 and
Article 9 products have
continued to gain an
increasing share of both
sustainable and
traditional portfolios
participating in the
study - despite
performance
fluctuations in 2022.
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The majority (80%) of survey respondents said that 2022 performance dynamics of This is in line with what we have observed in the portfolios participating in the study -
sustainable strategies has not changed their appetite towards sustainability. in our sample of 161 sustainable-focused portfolios the share of Article 8/9
products reached 81% of all fund holdings (up from 55% in 2022).

Responses (%)
80%

Even in the 112 traditional portfolios in our sample this year, almost half of all fund
holdings were Article 8/9 (up from 37% in 2022).

Chart 04 I % of SFDR products held in portfolios

16% 100% = 63% = 55% T 45% —  19%
1% 0% -_ 80 — 16%
A B C D E 60
How has your approach to Sustainability changed on the back of 40
Q. 2022 performance dynamics of sustainable strategies? (please select
all that apply) 20
A My approach to sustainability has not changed (I am still interested in sustainability
and haven’t changed strategy) 0
Traditional Traditional Sustainable Sustainable
B My approach to sustainability has not changed (I am still not interested in sustainability) 2022 2023 2022 2023
| am re-introducing exposures to sectors or styles that were excluded/underweighted ) )
C 4due to sustainable screenings ® Article 8 Article 9 Not Stated
D I am no longer screening out high carbon emitting sectors, but picking companies that
are reducing their carbon emissions within these sectors Notably, there was a decrease in Article 9 relative to Article 8 funds vs. our 2022
E | am increasing my allocation to sustainable thematics strategies sample which could be partly driven by the 2022 re-classification of many products

due to amendments to Article 9 criteria in the EU Regulation.
Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research results.
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Relative to portfolios participating in our study in 2022, the increase in the share of SFDR Article 8/9 products was observed across asset classes in our total portfolio
sample. In particular, the share of Article 8/9 funds rose to 70% in equity and 65% in fixed income (vs 49% and 46% respectively in 2022), to 75% in multi-asset (vs 28% in
2022) and to 25% in alternatives (vs 17% in 2022). 73% of the cash funds in our 2023 portfolio sample were Article 8.

The share of Article 8/9 products was even more significant in sustainability-focused portfolios participating in our study this year.

2023 total portfolios: share of Article 8/9 funds 2023 sustainable portfolios: share of Article 8/9
Chart 05 I per asset class Chart 06 | per asset class

Equity 10 30 Equity
Fixed Income 12 35 Fixed Income

Alternatives Alternatives

Multi-Asset 24 Multi-Asset 6
Cash 27 Cash
0% 20 40 60 80 100 0% 20 40 60 80 100
@ Article 8 Article 9 Fund not reported @ Article 8 Article 9 Fund not reported

Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research results.
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The majority (72%) of survey participants are not planning to replace their traditional benchmarks with sustainable ones. Given the current market uncertainty related to
inflation and growth outlook, this brings to the forefront the need for ongoing monitoring of active risk of sustainable propositions relative to their benchmarks.

Investors often ask us to help assess the level of active risk of their sustainable portfolio vs. the benchmark - as well as the drivers behind it. Some investors want us to

support them in reducing this risk by using ESG optimised strategies or by adding regional/sector funds to their portfolio to better align its regional/sector profile relative
to the benchmark.

Q I Are you planning to change your benchmarks from traditional Responses (%)
° to sustainable versions? 72%

A Yes, across both equity and fixed Income benchmarks

B Yes, but only equity benchmarks

C Yes, but only fixed income benchmarks

D No, prefer to keep traditional benchmarks

10%
. 3% )
E My benchmarks are already sustainable 1%
A B C

Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research results.
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Index products accounted for around 30% of the portfolio composition within both traditional and sustainable portfolios. The largest share of index products
was seen within equities (39% of sustainable portfolios and 35% of traditional ones), followed by fixed income (26% within sustainable portfolios and 32% within

traditional ones).

The average ESG Quality Score of sustainable portfolios in our sample was 7.2, while the score of the traditional portfolios was 6.8.

Chart 07 I 2023 Portfolios: Implementation Vehicle Chart 08 I Implementation Vehicle by Asset Class
o Traditional
80% o Sustainable
47% 35
39% LE£  Traditional
(o) R I R
60% } 2 Sustainable
2 Traditional
40% f ............................
g Sustainable
30% 29% z
20% 3 Traditional
- Sustainable 32
0% S Traditional 17
Sustainable Traditional 0(%) 20 40 60 80 100
® Index funds Alpha-seeking funds Non funds ® Alpha-seeking funds Index funds Non funds

Source: BlackRock, as at 30/07/2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability

Research results.

21

FOR PROFESSIONAL CLIENTS/QUALIFIED INVESTORS/QUALIFIED CLIENTS ONLY. EIIHO923E/S-3094427-21/32



Study

Participants
and Survey
Resuits
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2023 edition | Participants

Country # Clients # Portfolios ...of which sustainable*
Austria 14 29 19
BelLux 18 25 13
Central and 31 43 14
Eastern Europe

France 12 25 21
Germany 10 20 14
Iberia 10 10 4
Italy 17 24 11
Netherlands 15 24 15
Nordics 30 30 17
Switzerland 19 43 33
Grand Total 176 273 161

Source: BlackRock, as at 30 July 2023. Based on 273 portfolios and 112 survey responses from investors in Europe ex UK. 2022 data based on 2022 Sustainability Research results.
*Classification of a portfolio as sustainable or non-sustainable was provided by clients or, if such guidance was missing, was based on Morningstar SFDR classification.

23
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Q o1 I Are you planning to adjust your strategic asset allocation (‘SAA’) off Responses (count)

the back of recent market developments? (please select all that apply)

A

No 84

B Yes - increase my equity allocation

C Yes - increase my credit allocation

D Yes - increase my government bond allocation

E Yes - increase my alternatives allocation 10

18

F Yes - increase my cash allocation

Q.Oz 2022 performance dynamics of sustainable strategies? (please

A B [ od D E F
Responses (count)

How has your approach to sustainability changed on the back of

select all that apply) 98

My approach to sustainability has not changed (I am still interested in sustainability and
haven’t changed strategy

My approach to sustainability has not changed (I am still not interested in sustainability)

I am re-introducing exposures to sectors or styles that were excluded/underweighted
due to sustainable screenings

| am no longer screening out high carbon emitting sectors, but picking companies that
are reducing their carbon emissions within these sectors

19

| am increasing my allocation to sustainable thematics strategies

A

Survey results are based on responses provided by 112 clients in Europe ex UK. The survey responses were collected in Q2 2023.
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Q 03 I Are you planning to change your benchmarks from traditional Responses (count)
° to sustainable versions?

A Yes, across both equity and fixed Income benchmarks

B Yes, but only equity benchmarks

C Yes, but only fixed income benchmarks

D No, prefer to keep traditional benchmarks

11

E My benchmarks are already sustainable - 3 1

Q 04 What are the most important criteria that you use to classify
¢ a portfolio as ‘sustainable’? Select up to 3 criteria:

A Environmental Social Governance score above a certain threshold Responses (count)

B Climate metrics assessment (Carbon Emission Intensity, Low Carbon Transition Score,
Portfolio temperature)

C Screening out exposures to controversial businesses 68
61 60
D Alignment to UN Sustainable Development Goals
E SFDR classification (% of Article 8/Article 9 funds in the portfolio)
F % of Sustainable Investments (‘SI’) as per SFDR or EU taxonomy definitions 29 26
G Alignment to Principle Adverse Impacts 20 14
H Local regulations and labels 10
I All of the above —--
J None of the above A B c D E F G H
Survey results are based on responses provided by 112 clients in Europe ex UK. The survey responses were collected in Q2 2023. 25
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Q 05 What proportion of your clients have expressed a preference

for Sustainable Investments when asked? Responses (count)

A

70% to 100%

Cc

D

E

F

G

A B C D

40

o to (o
50% to 69% 34
30% to 49%
20%0 to 29%
10% to 19% 14 12

10
Less than 10%
A 5

We have not done a complete assessment yet - -

Q 06 What % of Sustainable Investments?! (SI) under SFDR are you

targeting in your sustainable propositions?

A

Above 90% Responses (count)

70% to 90%

50% to 69%

30% to 49%

20% to 29%

F

10% to 19%

G

| don’t have an Sl target for my sustainable propositions

H

I don’t have a sustainable proposition

A B C D E F G H

Survey results are based on responses provided by 112 clients in Europe ex UK. The survey responses were collected in Q2 2023. 26
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Q.07 I Which PAI are you measuring alignment to? Select all that apply:

A Greenhouse Gas emissions (PAl 1-6)

B Biodiversity (PAI 7)

C Water (PAI 8)

D Waste (PAI 9)

E Social and Employee matters (PAI 10-16)

F | haven’t started measuring alignment to PAI

Q 08 I How are you planning to reach the desired % of Sustainable
¢ Investments (‘SI’) in your sustainable propositions?

A Each product held in my portfolio should meet the desired % Si threshold

| can have products that don’t meet the desired % Si threshold as long as my whole

portfolio % Sl threshold is met

C I don’t have an Sl target for my sustainable propositions

D | don’t have a sustainable proposition

Responses (count)
40
17 15
A B C
Responses (count)
48

A B D

Survey results are based on responses provided by 112 clients in Europe ex UK. The survey responses were collected in Q2 2023.
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Q 09 What is the minimum allocation requirement to SFDR Article 8/9
° products in your sustainable propositions?

A There is no specific requirement

B More than 30%

C More than 50%

D More than 70%

E More than 90%

F 100%

G | don’t have a sustainable proposition

Q 10 I How much of a focus are decarbonisation targets within
° your portfolio?

A lItis afocus

B Not a focus yet - but | am planning to decarbonise my portfolio in the future

C | am not planning to decarbonise my portfolio

Survey results are based on responses provided by 112 clients in Europe ex UK. The survey responses were collected in Q2 2023.

Responses (count)

23

A B C D

Responses (count)

A B

28
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. I o Responses (count)
Q 11 I How confident are you on the possibility to meet decarbonisation

targets together with financial objectives of your portfolio?

27

| will likely need to trade-off some of the portfolio’s financial objectives to meet
decarbonisation targets

B | am equipped to achieve both financial and decarbonisation targets

| do not have the tools to monitor the impact of decarbonisation efforts on my
financial objectives

D Not planning to decarbonise my portfolio

A B [ od D
Responses (count)

48 48

In your sustainable propositions, would you be open to invest in an
Q_lz Article 6 fund that gives exposure to high emitting companies that
have credible decarbonisation targets?

A Yes

B No

C I don’t have a sustainable proposition

A B C D

Survey results are based on responses provided by 112 clients in Europe ex UK. The survey responses were collected in Q2 2023.

1. Under SFDR, ‘Sustainable investment’ means an investment in an economic activity that contributes to an environmental objective, as measured, for example, by key resource efficiency indicators on

the use of energy, renewable energy, raw materials, water and land, on the production of waste, and greenhouse gas emissions, or on its impact on biodiversity and the circular economy, or an investment

in an economic activity that contributes to a social objective, in particular an investment that contributes to tackling inequality or that fosters social cohesion, social integration and labour relations, or an
investment in human capital or economically or socially disadvantaged communities, provided that such investments do not significantly harm any of those objectives and that the investee companies

follow good governance practices, in particular with respect to sound management structures, employee relations, remuneration of staff and tax compliance. Source: Article 2 in Regulation (EU)

2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability-related disclosures in the financial services sector (Text with EEA relevance). 29
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This document is marketing material: Before investing please
read the Prospectus and the PRIIPs KID available on www.
blackrock.com/it, which contain a summary of investors’
rights.

Risk Warnings
Risk

Capital at risk. The value of investments and the income from
them can fall as well as rise and are not guaranteed. Investors
may not get back the amount originally invested.

Past performance is not a reliable indicator of current or future
results and should not be the sole factor of consideration when
selecting a product or strategy.

Changes in the rates of exchange between currencies may cause
the value of investments to diminish or increase. Fluctuation may
be particularly marked in the case of a higher volatility fund and
the value of an investment may fall suddenly and substantially.
Levels and basis of taxation may change from time to time.

The information contained in this communication is derived
from internal and/or third party data considered by BlackRock to
be reliable, but it is not necessarily all inclusive, its accuracy and
completeness is not guaranteed and it may be subject to change.
Reliance upon information in this communication is at your sole
discretion. You should seek independent investment, legal and
tax advice prior to taking any investment decision.

Important information

This material is for distribution to Professional Clients (as
defined by the Financial Conduct Authority or MiFID Rules)

only and should not be relied upon by any other persons.

In the UK and Non-European Economic Area (EEA) countries:
this is Issued by BlackRock Advisors (UK) Limited, which is
authorised and regulated by the Financial Conduct Authority.
Registered office: 12 Throgmorton Avenue, London, EC2N 2DL,
Tel: +44 (0)20 7743 3000. Registered in England and Wales
No. 00796793. For your protection, calls are usually recorded.
Please refer to the Financial Conduct Authority website for a
list of authorised activities conducted by BlackRock.

In the European Economic Area (EEA): this is Issued by
BlackRock (Netherlands) B.V. is authorised and regulated by the
Netherlands Authority for the Financial Markets. Registered office
Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 - 549 5200, Tel: 31-
20-549-5200. Trade Register No. 17068311 For your protection
telephone calls are usually recorded.

For information on investor rights and how to raise complaints
please go to https://www.blackrock.com/corporate/compliance/
investor-right available in Italian.

For investors in Switzerland

This document is marketing material. This document shall
be exclusively made available to, and directed at, qualified
investors as defined in Article 10 (3) of the CISA of 23 June
2006, as amended, at the exclusion of qualified investors
with an opting-out pursuant to Art. 5 (1) of the Swiss Federal
Act on Financial Services (“FinSA”). For information on
art. 8 /7 9 Financial Services Act (FinSA) and on your client
segmentation under art. 4 FinSA, please see the following
website: www.blackrock.com/finsa.

Any research in this document has been procured and may have
been acted on by BlackRock for its own purpose. The results of

such research are being made available only incidentally. The
views expressed do not constitute investment or any other
advice and are subject to change. They do not necessarily
reflect the views of any company in the BlackRock Group or any
part thereof and no assurances are made as to their accuracy.

This document is for information purposes only and does not
constitute an offer or invitation to anyone to invest in any
BlackRock funds and has not been prepared in connection with
any such offer.

Certain information, such as ESG Ratings, ESG Scores and
Emissions Intensity contained herein (the “Information”) has
been provided by MSCI ESG Research LLC, a RIA (Registered
Investment Advisor) under the Investment Advisers Act of
1940, and may include data from its affiliates (including MSCI
Inc. and its subsidiaries (“MSCI”)), or third party suppliers
(each an “Information Provider”), and it may not be reproduced
or redisseminated in whole or in part without prior written
permission. The Information has not been submitted to, nor
received approval from, the US SEC (Securities and Exchange
Commission) or any other regulatory body. The Information
may not be used to create any derivative works, or in connection
with, nor does it constitute, an offer to buy or sell, or a promotion
or recommendation of, any security, financial instrument
or product or trading strategy, nor should it be taken as an
indication or guarantee of any future performance, analysis,
forecast or prediction. Some funds may be based on or linked
to MSCI indexes, and MSCI may be compensated based on the
fund’s assets under management or other measures. MSCI
has established an information barrier between equity index
research and certain Information.

None of the Information in and of itself can be used to determine
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which securities to buy or sell or when to buy or sell them. The
Information is provided “as is” and the user of the Information
assumes the entire risk of any use it may make or permit to
be made of the Information. Neither MSCI ESG Research nor
any Information Party makes any representations or express
or implied warranties (which are expressly disclaimed),
nor shall they incur liability for any errors or omissions in
the Information, or for any damages related thereto. The
foregoing shall not exclude or limit any liability that may not
by applicable law be excluded or limited.

The information in this document has been provided for
information purposes only at your request. It has also
been provided based only on the specific instructions and
information provided by you to the BlackRock Portfolio
Analysis and Solutions (BPAS) team (and no other team at
BlackRock).

The information in this document does not constitute
investment advice, legal, tax or any other advice, or an offer
to sell or a solicitation of an offer to buy any securities or
products described within. In providing this information,
BlackRock has not considered the suitability of any securities
or products against your individual needs, circumstances or
risk tolerance and assumes no responsibility in connection
therewith.

This is not a recommendation to enter in any transaction
or to engage in any of the potential strategies outlined. The
information may show a few options out of multiple possible
ways of investing and BlackRock makes no recommendation
that any information provided is the best way of investing or
suitable for you. BlackRock is unable, and does not purport,
to give any legal, tax or regulatory advice and the information

in this communication should not be construed or relied
upon as such. You would need to apply your own discretion
when using the information and you should not implement
or invest in any of the options or products mentioned without
undertaking your own due diligence and investment decision.

The information has not been put together or provided
in accordance with regulatory requirements designed to
promote the independence of investment research (if any)
and is not subject to any prohibition on dealing ahead of
the dissemination of research data (if any). It should not be
relied upon as the sole basis for any investment decision.
Where product options have been presented, only BlackRock
products have been considered, unless otherwise specified.
You always have the option of changing any asset allocation
or substituting different investments from third parties you
think may be appropriate. You should seek independent
investment, legal and tax advice prior to taking any
investment decision.

You may not attribute any of the information herein, or any
investment portfolios or services you develop using this
information, to BlackRock or iShares, in any third party or
public communication without first obtaining BlackRock’s
prior written consent.

The information contained in this communication is derived
from internal and/or third party data considered by BlackRock
to be reliable, but it is not necessarily all inclusive, its
accuracy and completeness is not guaranteed and it may be
subject to change. To the extent permitted by law, BlackRock
does not guarantee or accept any liability for the information
herein. In no event shall BlackRock have any liability for any
claims, damages, obligations, liabilities or losses relating

to the information herein including, without limitation, any
liability for any direct, indirect, special, incidental, punitive
and/or consequential damages (including loss of profits or
principal). Reliance upon information in this communication
is at your sole discretion.

These terms and any non-contractual obligations arising
in connection with them are governed by and shall be
construed in accordance with English law. Any dispute arising
in connection with these terms, including any questions
regarding their existence or validity, shall be referred to and
finally resolved by arbitration under the LCIA Rules (“Rules™),
which Rules are deemed to be incorporated by reference
into these terms, save that no requirements of the Rules
as to the nationality of arbitrators shall apply. The number
of arbitrators shall be three. The seat, or legal place, of
arbitration shall be London, United Kingdom. The language
to be used in the arbitral proceedings shall be English.

Investment in any products or securities mentioned in this
communication may not be suitable for all investors. Past
performance is not a guide to future performance and
should not be the sole factor of consideration when selecting
a product. The price of the investments may go up or down
and the investor may not get back the amount invested. Your
income is not fixed and may fluctuate.

The value of investments involving exposure to foreign
currencies can be affected by exchange rate movements.
The levels and bases of, and reliefs from, taxation can
change. Prior to making any investment, you should refer to
the relevant prospectus and (where applicable) key investor
information document (KIID) or key information document
(KID) which is available from the manager.
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The information you provide may be used by BlackRock to
provide you with the information in this document and with
further information. It may also be used by BlackRock for
research purposes internally or otherwise on an anonymised
basis.

This information is not intended for public distribution and
onward distribution of this information and the associated
materials to a third party, or reproduction (whether in whole or
in part), is prohibited without the express written permission
of BlackRock Investment Management (UK) Limited and
BlackRock (Netherlands) B.V.

Want to know more?

blackrock.com

BlackRock.
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© 2023 BlackRock, Inc. All Rights reserved. BLACKROCK,
BLACKROCK SOLUTIONS, and iSHARES are trademarks
of BlackRock, Inc. or its subsidiaries in the United States
and elsewhere. All other trademarks are those of their
respective owners.
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The new regime of greater macro and market volatility has resulted in greater
uncertainty and dispersion of returns. We believe an active approach to
managing investment portfolios will carry greater rewards as a result. This is a
sea change from relying on the one-and-done asset allocations that worked so
well during the Great Moderation, the long period of stable growth and inflation.
That period is over. We believe this is a time to grab the investing wheel - and
seize the opportunities the new regime has on offer.

Higher rates and greater volatility define the new
regime. It’s a big change from the decade
following the global financial crisis. Ever-
expanding production capacity allowed central
banks to stabilize economies and shore up growth
through loose monetary policy. That helped
suppress macro and market volatility, and stoked
bull markets in both stocks and bonds. Investors
could rely on static, broad asset class allocations
for returns — and gained little advantage from
differentiated insights on the macro outlook.

Today, we think the flipside is true. Production
constraints abound. Central banks face tougher
trade-offs in fighting inflation — and can’t respond
to faltering growth like they used to. This leads to
a wider set of outcomes, creating greater
uncertainty for central banks and investors.

There’s a temptation to interpret the new regime
by taking a classic business cycle view of the
current environment, we believe. Markets are
swinging between hopes for a soft landing and
recession fears as a result. This misses the point:
the economy is normalizing from the pandemic
and being shaped by structural drivers: shrinking
workforces, geopolitical fragmentation and the
low-carbon transition. The resulting disconnect
between the cyclical narrative and structural
reality is further stoking volatility, we believe.

RALIA
MITTED COUNTRIES

Seemingly strong U.S. growth actually reflects an
economy that’s still climbing out of a deep hole
created by the pandemic shock — and tracking a
weak growth path. What matters most, in our
view, is that the environment implies persistently
higher interest rates and tighter financial
conditions. Financial markets are still adjusting to
this new regime, and that’s why context is key for
managing macro risk, our first theme.

We think macro insights will be rewarded in the
new regime. Greater volatility and dispersion of
returns create space for investment expertise to
shine, as detailed in our second theme - steering
portfolio outcomes. This involves being dynamic
with indexing and alpha-seeking strategies, while
staying selective and seeking out mispricings.

One way to drive portfolio outcomes is by
harnessing mega forces — our third theme. These
are five structural forces we see driving returns
now and into the future. They have become
important portfolio building blocks, in our view.

Our bottom line for 2024: Investors need to take a
more active approach to their portfolios. This is
not a time to switch on the investing auto pilot;
it’s a time to take the controls. It's important to be
deliberate in taking portfolio risk, in our view, and
we expect to deploy more risk over the next year.
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®
CO “teXt |S Strong employment gains...

U.S. payroll changes vs. typical expansion, 2022-2023 and 2019-2023

o
eve r t h I n mmmm Monthly change Cumulative change (right)
Typical expansion (right)

% 1000 105

©
Multiple times in 2023, market hopes have been revived that the U.S. =
economy can achieve a soft landing - or inflation getting back to the Fed’s 3§ 800 104 g
2% target without a recession. What’s fueling those hopes? % 0]
In contrast to other major economies, the U.S. grew at a robust clip in the % 600 103 §
third quarter of 2023. Core inflation has fallen sharply. And nearly 7 million 5 S
new jobs have been created since January 2022 — a phenomenal pace of jobs g8 400 102 8
growth compared with a typical economic expansion. See the chart top right. E :TL’

o 200 101 o
But zoom out and look at the bigger picture (chart below right): The economy = S
has just been climbing out of the pandemic hole: 5 0 100
*  Some 22 million jobs were lost when the pandemic struck. Strong job 2022 2023

gains since then largely reflect the recouping of those lost. The level of
employmentis well below the track we would have expected to be on
before the pandemic.

...but still climbing out of a deep pandemic hole

* Looking at broader economic activity, the U.S. economy has grown by less
than 1.8% a year, on average, since the pandemic. That’s well below the

trend we would have expected pre-pandemic — and well below where the 3 105
consensus and Federal Reserve had expected. That’s nothing to be excited =
about. é 100 /
N —
* This resulted in even with more muted growth, historically low N 1 /
unemployment and higher inflation. .qo; 95 /_/
Our bottom line: Something has changed - and it’s structural in nature. We \LE a0
are on a weaker growth path and got here with more inflation, higher interest é \/
rates and much higher debt levels. The upshot for investors? We think the key ~ 85 ¢

is to focus on how the economy and markets are adjusting to the new regime. 2019 2020 2021 2022 2023
Adopting the typical cyclical playbook may be misguided.

Actual payrolls Typical expansion

Source: BlackRock Investment Institute, U.S. Bureau of Labor Statistics, with data from Haver Analytics, December
2023. Notes: The charts show U.S. nonfarm payrolls. The orange lines show the actual level of total nonfarm payroll
employmentindexed to two different start dates: in the upper chart, January 2022=100and in the lower chart
February 2020=100.The yellow lines in both charts show hypothetical payroll employment as if the economy had
continued to grow at the average rate observed during U.S. post-1945 expansions. The black bars in the upper chart
show actual monthly payroll gains (in thousands) since January 2022.
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Structural shift

Markets have been flip-flopping
between hopes for a soft economic
landing and fears of yet higher rates
that ultimately result in recession.
This has created volatility, as the
chart shows.

The U.S. economy has been
navigating two large shocks, in our
view. The first was the pandemic.
Over the past two years, most new
jobs created have been due to the
restart of activity after shutdowns.

A shift in consumer spending drove
up inflation by creating a mismatch
between what people wanted to buy
and what the economy was set up to
produce. That mismatch is now
resolving, and inflation has been
falling as a result.

As the effects of the pandemic shock
recede, the effects of the second,
more structural one are becoming
clearer: A worker shortage has
emerged, as a growing share of the
U.S. population ages into retirement.

That’s why unemployment is at
historic lows — even though U.S.
growth has averaged well below its
pre-Covid rate. See page 3.

The workforce is growing more
slowly in Europe and China, too, and
it's one of several long-term
production constraints we think will
prevent many economies from
growing at their pre-pandemic pace
without sparking renewed inflation.

Rising production costs in a
fragmenting world will also push up
inflation across major economies
over the longer term, in our view. And
the transition to a low-carbon
economy is creating price pressures
as the energy system is being
rewired.

This means central banks face a
tough trade-off. If they want to stop
inflation resurging, they will need to
keep policy tight. We think policy
rates are poised to settle well above
pre-pandemic norms. Ultimately, we
see central banks living with higher
inflation amid hefty government
spending and debt loads.

Our bottom line: This is a regime of
slower growth, higher inflation,
higher interest rates — and greater
volatility.

FORPUBLIC DISTRIBUTION IN THE U.S., CANADA, LATIN AMERICA, HONG KONG, SINGAPORE AND AUSTRALIA.
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Sensitivity

Yield swings on short-term surprises
Sensitivity of U.S. 10-year yield to economic surprises, 2003-2023

0.6

0.4

0.2

0 = 1 '

-0.2
2003 2008 2013 2018 2023

Chart takeaway: Data surprises are driving the sharpest,
sustained swings in U.S. 10-year Treasury yields of the past two
decades. We believe this reflects greater uncertainty from
investors still trying to view the economy through the lens of a
typical business cycle.

Source: BlackRock Investment Institute, with data from LSEG Datastream, December 202 3. Notes: The chart
shows how sensitive the U.S. 10-year Treasury yield is to economic surprises. This is calculated by using
regression analysis to estimate the relationship between U.S. 10-year Treasury yields and the Citi Economics
Surprise Index over a rolling six-month window. The sensitivity is how closely movements of the U.S. 10-year
Treasury yield align with fluctuations in the Citi Economics Surprise Index, relative to how much the Surprise
index itself varies. This analysis is only an estimate of the relationship between the 10-year Treasury yield and
economic surprises. Past performance is no guarantee of future results.

If central banks want to stop inflation
from resurging, we think they will need
to keep holding back economic activity
with higher policy rates.

4
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Managing
macro risk

This is a regime shift, not about
whether a recession happens. So it
doesn’t make sense for investors to
wait for the macro environment to
improve, in our view. We think
investors should seek to neutralize
macro exposures or — if they have
high conviction - be deliberate
about which exposures they take.

We see more scope to outperform
the market now than in the less
volatile Great Moderation.
Production constraints abound.
Central banks face tougher trade-
offs in fighting inflation and can’t
respond to faltering growth like
before. We think this leads to a wider
dispersion of views.

For example, analyst estimates of
future S&P 500 equity earnings are
more dispersed now than before the
pandemic, according to LSEG data.
See the chart. They are having a
harder time reading the earnings
outlook. So macro insight is likely to
be more rewarded.

Still, we think investors need to be
alert to risks around macro
exposures in the new regime.

First, markets are slowly adjusting to
structurally higher inflation and
policy rates, but it is uneven. U.S. 10-
year yields surged to 16-year highs
around 5%, for example. But most
DM equity earnings yields haven’t
risen much. This adjustment matters
more than if a technical recession
occurs, in our view, and keeps us
cautious on broad exposures.

Second, structurally lower growth
and higher rates pose a problem for
ballooning U.S. government debt. If
borrowing costs from higher yields
stay near 5%, the government could
spend more on interest payments
than Medicare in a few years. This
increases the long-run risk of higher
inflation as central banks become
less aggressive on inflation.

We also see a rise in term premium,
or the compensation investors
demand for the risk of holding long-
term bonds. This, plus our
expectation of more yield volatility,
keeps us tactically neutral and
strategically underweight long-term
U.S. Treasuries. Our largest strategic
overweightis instead to inflation-
linked bonds.

Adjusting to new regime
Dispersion of U.S. equity analyst earnings estimates, 1995-2023

10%

8%

6%

Dispersion

4%

20/0 r T T T T T
1995 2000 2005 2010 2015 2020

Median 1995-2020 — Median since 2020

Dispersion

Chart takeaway: During the Great Moderation, analyst views
of expected company earnings were much more grouped
together outside of major shocks. Now they are more
dispersed, showing that an environment of higher inflation
and interest rates makes the outlook harder to read.

Source: BlackRock Investment Institute, LSEG Datastream, December 202 3. Notes: The chart shows the
aggregate standard deviation of analyst earnings estimates for S&P companies. The green line shows the
median from 1995 to end January 2020, the orange line shows the median since February 2020

The macro outlook is more uncertain.
Exposures to macro risk can be punished
as well as rewarded, so we think
investors should be deliberate about
which exposures they take.

FORPUBLIC DISTRIBUTION IN THE U.S., CANADA, LATIN AMERICA, HONG KONG, SINGAPORE AND AUSTRALIA.
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Steering

portfolio

outcomes

Heightened volatility and dispersion
call for an active approach to
managing portfolios, in our view.

Structurally higher policy rates
should eventually mean higher
returns on all assets. But not all
asset valuations have adjusted, we
think. And static exposures to broad
asset classes are unlikely to deliver
the risk-adjusted returns they did
during the Great Moderation’s bull
markets in both stocks and bonds.

We see alpha, or above-benchmark
returns, playing a bigger role in the
new regime — and believe a more
dynamic portfolio approachis
warranted when cash offers
attractive returns.

What if you were able to accurately
predict U.S. equity sector returns
with perfect foresight? Acting on this
hypothetical ability more frequently
would have paid off much more
since 2020 (see the right bars in the
chart) than in the four years prior left
bars). The upshot? Good insight,
acted upon in a timely manner, has
yielded greater rewards than buy-
and-hold strategies since 2020.

Investors can also thrive in the new
regime by getting granular with
portfolio allocations. For example,
returns on short-term Treasuries
have outpaced those on long-term
bonds since mid-July 2023,
according to LSEG data, as investors
started to demand compensation for
taking long-term interest rate risk.
Lastly, dispersion of returns has
risen in the new regime. This means
security selection is likely to be more
impactful, in our view. We see a wide
arsenal of tools and strategies to
help outperform static portfolios.
Investors can blend indexes to build
core allocations, implement alpha
ideas and hedge risk.

Our bottom line: Investment
expertise is likely to give portfolios
an edge in the new regime.

Mega forces and the macro:
these are inspirations, not
constraints, in finding
alpha.”

Raffaele Savi
Global Head of
BlackRock

Systematic
An‘

>
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More dynamic
Hypothetical impact of rebalancing on U.S. equity returns

4.0%
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Old regime (2016-2019) New regime (2020-2023)
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E Buy and hold " Yearly rebalance ® Semi-annual rebalance

Chart takeaway: Taking a more dynamic investing approach in
in the new regime would have likely outperformed a buy-and-hold
strategy to a much greater extent than before the pandemic.

Past performanceis not a reliable indicator of future performance. Index returns do not account for fees. It is
not possible toinvestdirectlyin an index. Source: BlackRock Investment Institute, MSCl with data from
Bloomberg, December 202 3. Notes: The chart shows monthly U.S. equity returns - based on the MSCI USA -
in the old and new regime under three scenarios: keeping the holdings unchanged (buy-and-hold), yearly
rebalances and semi-annual rebalances. The rebalances optimize the portfolio for returns, diversification and
risk with perfect foresight of equity sector returns in the MSCI USA index. This analysis uses historical returns
and has been conducted with the benefit of hindsight. Future returns may vary and these results may not be
the same other asset classes. It does not consider potential transaction costs that may detract from retumns. It
also does not representan actual portfolio and is shown for illustrative purposes only.

We believe the new regime rewards an
active approach to portfolios. We don’t
see one-and-done strategies working as
in the past.

6
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Harnessing mega

forces

We think mega forces are another
way to steer portfolios — and think
about portfolio building blocks that
transcend traditional asset classes.
They stand out as drivers of
corporate profits on their own, in our
view, and so could offer potential
opportunities that may be
uncorrelated to macro cycles.

These forces are already reshaping
markets. Take digital disruption
and artificial intelligence (Al). The
chart to the right illustrates the
outperformance of U.S. tech relative
to the broader market this year. We
think this reflects how quickly
markets embrace such fundamental
shifts in the market outlook.

We think the winners and losers can
broaden the Al tech stack. When
incorporating this mega force into
our tactical views, it can push up our
stance on DM equities closer to
neutral even if the macro backdrop
isn’t rosy. See pages 8 and 14.

That’s just one example of why we
think harnessing mega forces will
enable investors to outperform
simple, static allocations.

The far-reaching consequences of
mega forces create new investment
opportunities — and markets can be
slow to price them in.

Capital pressures on banks are
opening a path for private credit and
non-banks to fill the lending void -
part of the future of finance. Private
credit can be anilliquid asset class
not suitable for all investors.

Aging populations in major
economies are poised to limit how
much countries can produce and
grow — depending on how they adapt
in demographic divergence.

Climate resilience is emerging as a
new investment theme within the
low-carbon transition, in our view.
As climate damages mount, we are
seeing increased demand for
solutions that help economies
prepare for, adapt to and withstand
climate hazards, and rebuild after
damages. See page 9.

We see geopolitical fragmentation
and economic competition driving
a surge of investment in strategic
sectors like tech, energy and
defense. See page 10.

FORPUBLIC DISTRIBUTION IN THE U.S., CANADA, LATIN AMERICA, HONG KONG, SINGAPORE AND AUSTRALIA.
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Mega force at work
S&P tech sector vs. S&P 500 performance, 2023 year-to-date
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Chart takeaway: /nvestor enthusiasm for Al and digital tech has
offset the drag of rising yields. That has pushed U.S. tech stocks to
easily outshine the broader market in 202 3.

Past performanceis not a reliable indicator of future results. Index returns do not account for fees. It is not
possible to invest directly in an index. Source: BlackRock Investment Institute, with data from LSEG
Datastream, December 202 3. Notes: The chart shows the total year-to-date returns in U.S. dollar terms for
the S&P 500 Technology sector (orange line) and the S&P 500 index (yellow line).

Mega forces are key drivers of the new
regime, affecting the long-term growth
and inflation outlook and creating shifts
in profitability. We see them as a source
of return now and far into the future.

7
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Mega forces

Al: intelligence
revolution

Advances in computing hardware That suggests we may be just at the
and deep learning innovations led cusp of this intelligence revolution,
to an inflection point for Al in late in our view. Implications likely go
2022. We think advances from here  beyond the near-term focus on

are likely to be exponential as productivity gains. Our early
innovation snowballs. research shows a potential positive
correlation between a pickup in Al
patents and broad earnings growth..
We also find that investors are
ascribing a rising economic value to
these patents. Yet not all patents
lead to profitable enterprises, and
their future value is highly uncertain.

Yet tracking investment
opportunities across geographies
and sectors comes with high
uncertainty. The technology “stack”
— layers of technology built on top
of each other that enable further
innovation — may offer a roadmap
to help assess the investment
opportunities. See the chart.

We’re overweight the Al theme in DM
stocks on a six-to-12-month
horizon. We see the tech sector’s
earnings resilience persisting and
expect it to be major driver of overall
U.S. corporate profit growth in 2024.

The bottom layer (in orange in the
schematic) covers cloud
infrastructure and chips - the
building blocks. The second layer
(in yellow) covers models, data and “
data infrastructure. The last layer —
in white - comprises the apps that
harness the innovation. We think
we are somewhere between the
first and second layers, with the
last one likely coming next. We see
the entire tech industry — led by a
handful of large tech firms -
pivoting their business focus to Al.

Al is a major positive -
both for earnings growth
and productivity.”

Simona Paravani-
Mellinghoff
Global CIO,
BlackRock Multi-
Asset Strategies &
Solutions

FORPUBLIC DISTRIBUTION IN THE U.S
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AND AUSTRALIA.
)THER PERMITTED COUNTRIES

The Al technology stack
BlackRock view of tech need to develop Al applications, December 2023
A . . .
o] ] [ Apps ] Al applications open to thousands of companies.
software
Storage, management and manipulation of the
[ Data infrastructure ] huge data sets being used.
Model Dat ] The data used to train and feed Al applications —
infra ata both public and proprietary.
T The proprietary or open-source large language
[ Foundation models ] proprietary of op 9 guag
models being built.
Infrastructure needed to train Al models on large
Compute _ clusters of high-performance machines

infra Manufacturers of chips and semiconductor that
are the building blocks of computational power.

Chart takeaway: We see investment opportunities moving up
the stack as technology evolves - from hardware manufacturers
to digital and data infrastructure and ultimately to applications.

Source: BlackRock Investment Institute, December 202 3. Notes: The schematic shows the technologies we
think will be needed to develop Al applications. Each layer builds on the one preceding as technologies get
“stacked” on top of one another, enabling further innovation. The schematic is for illustrative purposes only
and intended as a guide based on what we know today. As the Al ecosystem evolves, some categories may be
replaced by newer ones. References to securities are shown for illustrative purposes only and should not be
construed as investment advice or a recommendation to buy or sell.

We think the overarching race to build
the smartest machines is akinto a
revolution - like the industrial and
information revolutions of the past.

8
BIIM1223U/M-3266814-8/16



Mega forces

Investing in
climate resilience

The low-carbon transition is one of
the five mega forces playing out in
markets today. We launched the
BlackRock Investment Institute
Transition Scenario to help
investors navigate its risks and
opportunities, with a focus on the
energy transition. This is not just
about identifying opportunities in
renewables; traditional energy
companies can also outperform,
especially when there are supply-
demand mismatches.

The energy transition tends to get
the headlines, but we see a related
theme becoming an important
investment story: climate
resilience. This is the ability to
prepare for, adapt to and withstand
climate hazards, and to rebuild
after climate damage. Think early
monitoring systems to predict
floods, air conditioning to cope
with heatwaves, or retrofitting
buildings to better withstand
extreme weather. With climate
damages set to keep mounting in
coming years, it will take extensive
investment to build society’s
resilience to them.

Just how big will those damages be?
It’s hard to put a number on the
impact on human health and well-
being. The quantifiable economic
damage is growing fast, as the chart
shows. We already see demand
growing for products and services
that build climate resilience. Markets
may be underappreciating how this
can become a mainstream
investment theme over time.

In our recent paper, we divide this
theme into three sub-themes:

assessing and quantifying risks,
managing risk and rebuilding
physical infrastructure. That helps
us build a framework to identify
opportunities that cut across
sectors, such as industrials and
technology, and asset classes.

We see opportunities in
climate resilience solutions
offering flood, fire and drought
resistance.”

Olivia Markham
Portfolio Manager,
Thematic and Sectors,
BlackRock
Fundamental Equity

Real physical damages mount
U.S. events with inflation-adjusted losses of $1 billion, 1985-2023
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Chart takeaway: The number of climate-related events with
damages totaling more than $1 billion has steadily increased over
the past roughly three decades. The U.S. hit a record number of
such events just nine months into 2023.

Sources: NOAA National Centers for Environmental Information (NCEI) U.S. Billion-Dollar
Weather and Climate Disasters (2023), December202 3. Notes: The bars (yellow) show the
number of climate events with losses greater than US$1 billion. The data include droughts,
flooding, severe storms, hurricanes, wildfires, winter storms and freezes. The orange line shows
the total cost as a 10-year rolling average. The data are adjusted for inflation using 2022 dollars.
All currency figures are in U.S. dollars.

Markets may be underappreciating the
prospects for climate resilience to
become a mainstream investment
theme over time, we think.
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Mega forces

Deepening
fragmentation

Cascading crises have accelerated
global fragmentation and the rise
of competing geopolitical and
economic blocs, in our view. Our
BlackRock Geopolitical Risk
Indicator is elevated — see chart —
suggesting markets are paying
more attention than before.

Should investors hunker down as a
result — and keep their investments
close to home? We don’t think so.
The new mantra of resilience over
economic efficiency may raise
costs — but also presents
opportunities. Countries like
Vietnam and Mexico could benefit
from the diversification of supply
chains, in our view. And we see
opportunities in the Gulf states,
India and Brazil. They are pursuing
ties with multiple blocs and have
valuable resources and supply
chain inputs.

In this more competitive world, we
expect a surge of investmentin
strategic sectors like tech, energy,
defense and infrastructure. We also
see opportunities in firms with
expertise in managing and
reducing cybersecurity risks.

War in the Middle East, ongoing
conflict between Russia and Ukraine,
and structural competition between
the U.S. and China mean increased
geopolitical risks. The number of
volatile situations worldwide is the
highest in decades, according to the
UN. And 2024 is set be the biggest
election year in history, with more
than half the world population
voting. We see the U.S. and Taiwan
elections as particularly significant.

Navigating this new world order isn’t
necessarily about avoiding risks or
positioning for specific events, in our
view, but about whole portfolio
strategies that aim to both seize its
opportunities and mitigate risks.

Repeated shocks are driving
long-term, structural changes
in the world order.”

Tom Donilon

i3

, Investment Institute
‘ i .
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4 Chairman, BlackRock

Paying more attention
BlackRock Geopolitical Risk Dashboard, 2018-2023
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Chart takeaway: Market attention to geopolitics has hit its highest
this year, according to our BlackRock Geopolitical Risk Indicator.

Source: BlackRock Investment Institute. December 202 3. The BlackRock Geopolitical Risk Indicator (BGRI)
tracks the relative frequency of brokerage reports (via LSEG) and financial news stories (Dow Jones News)
associated with specific geopolitical risks. We adjust for whether the sentiment in the text of articles is positive
or negative, and then assign a score. This score reflects the level of market attention to each risk versus a 5-
year history. We assign a heavier weight to brokerage reports than other media sources since we want to
measure the market's attention to any particular risk, not the public’s.

The rewiring of economic ties along
geopolitical lines is set to accelerate. We
are focused on the investment
opportunities this creates.
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Focus - Regions

Moving away
from home

We see greater dispersion of
returns unfolding across global
markets, creating opportunities for
investors who look beyond their
home markets. We get selective
across regions and countries,
assessing valuations, earnings
prospects and what’s in the price.

Take Japan. We think 2023 was a
pivotal year for the country. We
upgraded Japan twice this year on
appealing valuations, earnings
growth, and as corporate reforms
aimed at boosting shareholder take
root. It remains our strongest DM
equity view. Investors are latching
on, partly explaining the broad
market’s surge this year.

Under the hood, a more nuanced
move is unfolding. The chart shows
the outperformance this year of
companies that sit at the low end of
price-to-book ratios — a reflection
of investors getting in front of more
value-enhancing measures coming
at such firms. We still see overall
valuations as attractive. One risk is
potentially tighter monetary policy
—and why we prefer to take equity
risk without hedging for currency.

We have maintained a broad
preference for emerging market
(EM) assets over DMs. EMs are not
disconnected from global growth, so
selectivity is important, in our view.

Mega forces may offer abundant EM
equity opportunities. India’s system
of digital payments bodes well for
the future of finance there. We
believe it could pave the way for a
credit boom as banks adapt lending.
We think the low-carbon transition
presents an important opportunity
for Latin America, especially for
countries that hold large reserves of
key resources like copper and
lithium. And U.S. companies
bringing operations and production
closer to home could benefit
countries like Mexico.

Japan and India are among
the beneficiaries from
global fragmentation.”

Belinda Boa

CIO of Emerging
Markets, BlackRock
Fundamental Equity

FORPUBLIC DISTRIBUTION IN THE U.S., CANADA, LATIN AMERICA, HONG KONG, SINGAPORE AND AUSTRALIA. FOR
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Reforms take root
Japan: equity relative performance by price-to-book ratio, 2023
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Chart takeaway: Shares of Japanese firms with low price-to-
book ratios have outperformed as investors anticipate such
companies will double down on steps to boost shareholder value.

Past performance s no guarantee of future results. Source: BlackRock Investment Institute, with
data from QUICK and Daiwa. December 202 3. Notes: The chart illustrates the year-to-date
rebased performance of the TOPIX index constituents, grouped into five buckets based on their
price-to-boak (P/B) ratios. The process of grouping involves arranging the constituents in
ascending order by their P/B ratios and then dividing them into five market-cap-weighted
buckets, ensuring each bucket represents an equal segment of the market's total capitalization.
For example, the “Very low” bucket comprises constituents with lowest P/B ratio. The buckets are
rebalanced monthly.

Selectivity across geographies is an
important layer of our playbook that
aims to achieve above-benchmark
returns in the new regime.

11
BIIM1223U/M-3266814-11/16



Focus - Real assets

Real estate
opportunities

We think inflation will be
structurally higher and see real
estate and infrastructure playing a
key role in strategic portfolios as a
result. Why? Some real asset values
or cash flows are linked to
measures that correlate with
inflation — think property prices or
rental income.

But the macro matters here too.
Low interest rates — previously a
benefit to returns — have given way
to structurally higher financing
costs. The question now: how much
is in the price today? We had
expected valuations for core real
estate to adjust to rising interest
rates and financing costs — leading
us to turn cautious on the asset
class in June 2022.

Valuations have adjusted - but we
think there’s more to go.
Capitalization (cap) rates — the
ratio of a property’s income to its
price — are the commonly
referenced valuation metric for real
estate. As rates and yields surged,
we expected cap rates for both
private and public real estate to
rise, too.

FORPUBLIC DISTRIBUTION IN THE U.S., CANADA
INSTITUTIONAL, PROFESSIONAL, QUALIFIED INV

The reality? Cap rates for U.S. core
real estate funds have moved less
than publicly traded real estate
investment trusts (REITs). See the
chart. We think this shows public
markets better reflect the new
backdrop.

Cap rates at the aggregate level
aren’t the full story given large
dispersion across geographies,
sectors and strategy types. Plus, the
nature of the underlying assets is
why they differ in their relative
attraction. U.S. REITs investin a
wider array of properties than core
real estate funds, such as data
centers and healthcare. That means
some REITs could be more resilient
to a weaker economy — and is why
it’s key to go beyond a simple
mantra of buying real estate in
inflationary times.

Our bottom line: Some public real
asset prices have adjusted more
than some private counterparts.
Capturing the opportunities requires
selectivity, understanding what’s in
the price and having the agility to
shift between real assets at a
granular level, in our view.

TIN AMERICA, HONG KONG, SINGAPORE AND AUSTRALIA. FOR
ORSAND QUALIFIED CLIENTS IN OTHER PERMITTED COUNTRIES

Private lags public
Real estate capitalization rates, 2017-2023
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Chart takeaway: Real estate investment trusts (REITs)
valuations have reacted to rising interest rates faster and further
than private real estate. We think that makes publicly listed REITs
more attractive relative to private real estate.

Sources: BlackRock Investment Institute, NCREIF and Greenstreet, December 2023. Notes: The
chart shows historical capitalization rates (green line) and REITs (pink line). Past performance is
no guarantee of future results.

Real estate valuations have adjusted
differently to the new regime. We think
structurally higher inflation should
benefit real assets in strategic portfolios
longer term.
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BIIM1223U/M-3266814-12/16



Views

Behind the views

Explaining our approach to tactical asset allocation

Broad and static investment solutions won’t take you as far in this new regime as in the past, in our view. We think it calls for selectivity and granularity
instead. We further extend our investment playbook to include alpha.

We start by determining asset
allocations based on our assessment of
the macro outlook on a tactical horizon
of six to 12 months — and what’s in the
price. We then implement our portfolio
views across broad exposures to asset
classes.

We are in a new regime of greater macro
and market volatility. We don’t think
broad asset classes will deliver the same
returns as before when central banks
were loosening policy and spurring joint
bull markets in stocks and bonds.

Implications
* We stay underweight DM equities
* We stay overweight short-term bonds
* We stay underweight high-grade
credit

Alpha and granularity

We then assess exposures that are
outside the macro allocations — what we
call macro-neutral exposures. This can
include alpha and granular views in
sectors and countries.

We see alpha opportunities for potential
returns where broad asset class or
macro returns are less attractive. We
think the uncertainty of the new regime
may reward insights on the macro
environment. We also narrow down
regional, sectoral and industry
preferences and opportunities, with the
aim of producing above-benchmark
returns.

Implications
* We see potential alpha in DM and EM
equities
* To get granular, we like sectors such
as technology and financials

Harnessing mega forces

We factor in the effects of mega forces —
powerful, structural forces that
transcend the macro backdrop. We
believe many are already starting to
drive returns and corporate profits — and
go beyond asset classes.

Implications

+  We stay overweight the DM artificial

intelligence theme

This material represents an assessment of the market environment at a specific time and is not intendedto be a forecast of f uture events or a guarantee of future results. This information should not be relied upon by the reader as research or

investment advice regarding any funds, strategy or security in particular. The statements on alpha do not consider fees. Source: BlackRock Investment Institute, December 2023.
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Views

Dynamic
and nimble

Our core conviction is that investors need to be more
dynamic with portfolios in the new regime. The one-
and-done approach to asset allocation simply won’t
work as it did before.

We have updated how we present both our tactical
and strategic views to focus on where we have the
strongest conviction on both time horizons — but with
an emphasis on staying nimble and getting granular.
We also break down how we now build on our macro
view at the asset class level to incorporate a view of
where we see potential return opportunities outside of
such broad exposures.

On a tactical horizon, our overall macro view would
keep us underweight DM equities as a standalone
because we expect growth to stay stagnant with
persistent inflation, prompting central banks to keep
policy rates higher for longer. But we find greater
alpha opportunities in DM stocks. When
incorporating the Al theme and alpha, our overall view
is more neutral on U.S. equities. See the example on
the right. We stay positive on Japan as laid out on
page 11. And we keep favoring the Al theme in DM
stocks.

Strategically, it is more of an income story. Our
inflation view keeps us maximum overweight
inflation-linked bonds. We still like income within
private markets. And within DM government bonds,
we still prefer short- and medium-term maturities.

Big calls

Our highest conviction views on tactical (6-12 month) and strategic (long-term) horizons, December 2023

Tactical

DM equities

Reasons

Our macro view keeps us underweight, but we see the Al theme and alpha
potential has taken us closer to a neutral view. See below.

Income in fixed income

The income cushion bonds provide has increased across the board in a
higher rate environment. We like short-term bonds and are now neutral
long-term U.S. Treasuries as we see two-way risks ahead.

Geographic granularity

We favor getting granular by geography (see page 11) and like Japan
equities in DM. Within EM, we like India and Mexico as beneficiaries of
mega forces even as relative valuations appear rich.

Private credit

We think private credit is going to earn lending share as banks retreat — and
at attractive returns relative to credit risk.

Inflation-linked bonds

We see inflation staying closer to 3% in the new regime than policy targets,
making this one of our strongest views on a strategic horizon.

Short- and medium-term
bonds

We overall prefer short-term bonds over long term. That’s due to more
uncertain and volatile inflation, heightened bond market volatility and
weaker investor demand.

Deep dive of including the mega force overweight on overall U.S. equity view

Other (Al
theme and We are underweight
alpha) .
UsS. broad U.S. equities.
equitles But our Al theme has
Broad U.S. taken us closer to
Other equities neutral.
assets 0 M
U.S. equity
benchmark

Note: Views are froma U.S. dollar perspective, December 202 3. This material represents an assessment of the market environment at a specific time and is not intended
to be a forecast of future events or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice regarding any

particular funds, strategy or security.
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Tactical granular views

Six- to 12-month tactical views on selected assets vs. broad global asset classes by level of conviction, December 2023

Our approach is to first determine asset allocations based on our macro outlook — and
what’s in the price. The table below reflects this. It leaves aside the opportunity for alpha, or
the potential to generate above-benchmark returns. The new regime is not conducive to

Fixed
income

Commentary

static exposures to broad asset classes, in our view, but it is creating more space for alpha. Short U.S. We are overweight. We prefer short-term government
For example, the alpha opportunity in highly efficient DM equities markets historically has Treasuries bonds for income as interest rates stay higher for longer.
been low. That’s no longer the case, we think, thanks to greater volatility, macro uncertainty il
and dispersion of returns. The new regime puts a premium on insights and skill, in our view. Long US We are neutral. The yield surge driven by expected policy
g Lo rates has likely peaked. We now see about equal odds that
Treasuries . IR - .
ers Neutral long-termyields swing in either direction.
Equities Commentary
U.S. inflation- ° We are neutral. We see higher medium-term inflation, but
We are underweight the broad market — still our linked bonds Neutral cooling inflation and growth may matter more near term.
Us. largest portfolio allocation. Hopes for rate cuts and Euro area We are underweight. We prefer the U.S. over the euro area.
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-1 don’t see a catalyst for improving sentiment. 9 Neutral Widening peripheral bond spreads remain a risk.
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Potential policy tightening is a near-term risk. bonds . . we find yields more attractive in short-term DM paper.
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Ikely supporting revenues and margins. -1 hikes, in our view. We prefer Europe over the U.S.
Emergin We are neutral. We see growth on a weaker U.S. agency We are overweight. We see agency MBS as a high-quality
9ing trajectory and see only limited policy stimulus from
markets J y y policy MBS exposure in a diversified bond allocation and prefer it to |IG.
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Neutral China. We prefer EM debt over equity.
3 3 Global high ° We are neutral. Spreads are tight, but we like its high total
We a.rfa neUt.ra.I' Modest poh{:y stimulus may help yield yield and potential near-term rallies. We prefer Europe.
Neutral
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EM hard - . f . .
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Summary

The global transition to a low-carbon economy is one of five mega forces sweeping markets and economies. We see
emerging markets (EM) playing a decisive role in this transition. Why? We estimate EM economies will account for
over half of energy demand and carbon emissions by 2050. We believe this means the shape and speed of EM
transitions will in large part define the speed and shape of the global transition.

The consequences of a changing climate will be even more acute for EM than for developed markets (DM), in our view.
We think several structural factors set EM countries apart from DM economies in the transition: stronger growth in
energy demand, a higher cost of capital to finance the transition, a larger share of hard-to-abate emissions - or
those that can’t be easily reduced by low-carbon technology - and greater exposure to physical climate damage.

These factors, plus the greater investment risk perceived broadly in these economies, mean transition-related
investment in EM will likely be notably lower than what they need across a range of scenarios, in our view. Recent
trends back this up: aggregate low-carbon investment in EMs excluding China and Russia has held flat while it has
accelerated in DM and China. We estimate annual EM investment needs could be between 17-24 times higher than
recent public commitments from DMs for climate finance, or public or private investments aimed at decarbonizing
the economy or funding adaptation and resilience to physical climate change.

We think closing the gap would require significant public sector reforms and private sector innovation, resulting
in greater "blending" of public and private capital - or blended capital. Reforms being discussed include evolving
the mandates and toolkits of multilateral development banks and public financial institutions like the World Bank.

As proposed reforms take shape, we see the potential for private capital to find new investment opportunities as
part of filling the EM climate financing gap. For example, the drive for public reforms and private innovation could
create new private market infrastructure opportunities or increase the pool of green bond issuance by EM countries.

Progress on these fronts could accelerate the most-likely path of our BlackRock Investment Institute Transition
Scenario (BIITS) — yet they remain a key source of uncertainty. We examine the sensitivity of our base case transition
view through two hypothetical scenarios: an accelerated case where reforms are assumed to lower the EM cost of
capital and indirectly increase EM climate policy ambition, and one with an assumed persistent economic drag in
EMs due to ongoing sluggish financing flows.

In our upside case, we find successful reforms could see low-carbon investment in EM increase, on average, by
an additional U.S.$200 billion a year - or U.S.$4 trillion overall — above our base view of a major increase in
investment between 2030-2050. We find this may result in faster decarbonization in EM. Yet if reform efforts
prove less durable or effective than in our base case, we see investment levels reduced by roughly U.S.$50 billion
a year, along with lower economic growth, lower energy demand and a more divergent global transition.

We identify six challenges that could slow EM transitions through a macroeconomic drag: persistent macroeconomic
risks, the economic ripple effects of shifting priorities of public financial institutions, risks to EM national climate
commitments, the limited balance sheets of multilateral development banks (MDBs), a lack of available projects, and
growing spreads between policy rates and rates of expected return on investments.
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Structurally different transitions

In our 2021 paper The Big Emerging Question, we first set out why emerging markets (EM) are critical for the global
transition to a low-carbon economy - yet face a sizeable shortfall of capital investment to fund the shift. We build on this
with the help of the BlackRock Investment Institute Transition Scenario (BIITS) — our analytical framework to help
assess, on behalf of our clients, how the low carbon transition is most likely to play out, based on what we know and
expect today. The modelling that underpins the BIITS is based on assumptions we see as realistic today and is informed
by the views of BlackRock's portfolio managers. It focuses on what is most likely to occur, rather than on what anybody
thinks should happen or a specific outcome. We exclude China from our classification of EM in this paper because we
believe it has greater capacity to self-finance its transition. We also exclude Russia as we don’t see it receiving sizable
transition-related foreign investment due to its invasion of Ukraine.

We acknowledge that EMs are historically least responsible for greenhouse gas emissions, most vulnerable to the
physical risks of climate change, and |least financially prepared to adapt to them. We also recognize the incredible
diversity across EM economic structures, industries, and the outlook for future growth and decarbonization. Yet we see
four structural differences that we believe distinguish their transitions from developed markets (DM) — and influence
financing needs and likely flows.

First, technology and energy system fundamentals: Industrializing nations with strong growth and booming
populations typically host more energy-intensive sectors, with a higher energy intensity of GDP and faster growing
energy demand, according to the BIITS. We believe this combination of factors means EM countries may retire emitting
assets more slowly, as new energy infrastructure is typically adding to total capacity to help meet growing needs rather
than replacing high-carbon asset with low carbon ones. As a result, we believe EMs are most likely to make up a rising
share of global energy needs and carbon emissions under a wide range of feasible transition speeds. See chart.

Climate policy-driven divergence. Unlike most DMs, many EMs lack the leeway to enter the green subsidy race or fund
costly infrastructure projects, in our view. We see EM governments facing increasingly complex tradeoffs between
decarbonization efforts versus energy access and security. Why? Macro effects of the transition: higher near-term
energy prices, central banks holding policy tight amid persistent inflation, and escalating climate-related damages.

Investor preferences. Absent substantial reforms, we expect persistently higher costs of capital and technology in EM,
mainly due to persisting real and perceived country and default risks.

Physical climate damage: Most climate scenarios, including the BIITS, expect EM to bear the larger share of expected
climate-related GDP losses in coming decades. Why? Many EM countries are in tropical latitudes that are vulnerable to
adverse climate events, such as floods, droughts or hurricanes. A high reliance on climate-sensitive sectors like
agriculture is also a factor. These potential GDP losses may come from reduced productivity and the destruction of
physical assets and infrastructure, and do not account for other important dimensions like wealth and well-being.

These four structural differences are intertwined. For instance, we see mounting loss and damage from physical climate
change feeding into global climate negotiations and policy. They also underpin key uncertainties around our view of the
speed and shape of the global transition. We see the scaling up of investments in EM low-carbon infrastructure as one of
today's biggest challenges for capital markets — a view shared by the International Energy Agency, the IMF and the G20.
Yet it has direct ramifications on the quantity and split of physical and transition risks and opportunities globally.

EM pivotal role in the transition
Emerging market share of global energy use excluding China and Russia, 2030 vs. 2050

Renewables Total energy CO2 emissions Oil consumption | Gas consumption
65% consumption
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Forward looking estimates may not come to pass. Source: BlackRock Investment Institute, Intergovernmental Panel on Climate Change (ARG), International Energy Agency (IEA),
Inevitable Policy Response, Network for Greening the Financial System (NGFS), BP; November 202 3. Note: The chart shows the average share of global for EM excluding China

and Russia for each variable in 2030 and 2050 across a range of scenario providers listed in the sources. The dark orange lines show the trajectory of estimates based on a

scenario that assumes no further changes to current climate policies. The yellow lines show estimates “below 2°C,” a group of scenarios that involves levels of climate policy that
have a high likelihood of limiting warming to 2°C or less. 3
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Capital shortfall persists

Private infrastructure investment in low and middle-income countries has declined over the last 10 years, World Bank
data from 2022 show. Volumes in 2021 were less than half those in 2012 - and less than a third of that was in the
energy sector. And yet global investments in the low-carbon transition began to rapidly accelerate in 2021, rising from a
five-year average of U.S.$1.2 trillion in 2020 to an estimated U.S.$1.7 trillion this year, according to the 1EA. This
difference is because nearly all growth in low-carbon transition investment has been in the U.S., Europe and China -
most EM regions have seen very little growth. Some have even seen declines. See the chart on the left below. |EA data
show annual clean energy investment in EM has flatlined since at least 2015, hovering around U.S.$250 billion per year.

Why? First, we think EM countries are perceived as riskier on issues of governance, rule of law and streamlined business
processes. Whether justified or not, this inflates risk premiums and reduces the pool of available capital. Foreign
exchangerisk can also be a deterrent. For instance, when the local currency weakens, revenues from local projects lose
value in foreign currency terms. Hedging against this risk can be costly. And many EM countries are inherently
vulnerable to climate risk given their geography — and typically also lack the physical infrastructure and financial
resiliency to withstand those risks. This has led to a lack of insurance for such investment projects against physical
damage — and makes such investment riskier and costlier to finance.

We think transition investment needs across EM are enormous — and not close to being met. Based on today’s
investment trends, this shortfall will likely persist no matter how quickly or slowly the transition accelerates. The average
annual investment needed to avoid the worst impacts of climate change are between 17-24 times higher than recent
estimated public commitments to climate finance in EMs, based on a comparison of data from the OECD (in right chart
below) and the IEA. Committed public and directly mobilized private climate finance by OECD governments has risen
since 2013 and may have reached the goal of U.S.$100 billion annually two years late, according to preliminary
estimates by the OECD. This investment has been concentrated in decarbonization rather than in climate adaptation or
resilience projects. See the chart on the right below.

We think public funding has been ineffective in mobilizing private capital at scale — and that’s where the multilateral
development banks (MDBs) and public financial institutions can play a key role, in our view. They provide financial and
technical support to EM countries to strengthen economies and reduce poverty. The chart on the right below again
shows relatively flat levels of private capital even as public investment commitments rise. Existing grants or loans are
too targeted on funding individual projects, we think. That capital would be better used, in our view, to mitigate risks
more broadly and crowd in private investment. In 2022, the MDBs mobilized just $0.80 of private capital for every $1 of
MDB climate-related investments in low-to-middle income countries, according to joint self-reporting. The lack of fiscal
space also plays a role, in our view. High levels of public debt in many EM countries makes attracting foreign direct
investment into energy or climate resilience sectors more difficult, we think. Closing the EM financing gap to address
these challenges would require some reform and innovation, in our view, as we discuss on the following page.

DM and China lead clean energy investments Mobilized private investment lags
Annual clean energy investment, 2015-2023 EM public vs. private climate finance investment
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values); the other includes delays due to factors like macro conditions and capacity
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Closing EM financing gaps

EMs are likely to bear the brunt of climate-related GDP losses, as we noted on page 3 — and this risk to growth, trade and
investment can ripple through the global economy, in our view. This adds urgency to addressing the shortfall in EM
climate finance. We think structural reforms of the MDBs are a key piece of the financing puzzle. Several reforms are
already under consideration. Should a critical mass occur, we think they would foster a blending of public and private
capital that could greatly boost funding for EM climate projects. We see near-term investment opportunities as a result.

Modern challenges for MDBs - like climate change and pandemics — are inherently cross-border and complex. That
makes them different from the challenges they were designed to address at their creation, such as helping crisis-hit
economies, alleviating poverty and promoting economic development. We see two key shifts needed for these
institutions to play a bigger role in the low-carbon transition. First, we think their role needs to evolve to facilitate private
financing and backstop initial losses on EM infrastructure investments, particularly climate-related projects. This is
partly about recognizing that economic development will depend on a stable climate. Second, their toolkits need to move
beyond tackling country-level crises to addressing these interconnected, global challenges. These institutions could
significantly amplify financing through formal capital increases or tweaks to reserve rules.

Tight limits on shareholder government budgets suggest MDBs will face pressure to mobilize meaningfully more private
sector capital, in our view. Doing so ultimately requires them to increase risk-burden sharing with private investors. A
crucial element, in our view, is callable or hybrid capital, or guarantees from government shareholders that can absorb
losses in adverse scenarios. Progress here is well underway. According to think tank ODI, such modifications could
enable MDBs to commit an additional $500 billion to $1 trillion without jeopardizing their AAA credit ratings. Further,
new reserve rules could allow MDBs to raise capital from other types of clients. MDBs participating in more AAA-rated
bond issuance could crowd in private capital on the other side of the balance sheet. Attractive yields with low perceived
risk could be compelling in the new macro and market regime. Other avenues for expansion could involve hedging
against currency risk or diversifying MDB models to broaden the range of clients, both sub and supranational.

Private innovation and blended finance will be crucial in closing the EM funding gap, we think. An illustration of blended
finance in practice is below. For example, private institutional investors have co-invested in vehicles that fund low-
carbon initiatives alongside public or philanthropic (concessional) capital, aiding the transition. They have also engaged
in debt-for-nature or debt-for-climate swaps, helping governments refinance debt at a lower cost and use the savings
for nature conservation or emission reductions. An as-of-yet untried approach is a "puttable green bond." Here a MDB
backs individual bonds using an embedded put option - or the agreement to buy a bond from the holder - instead of
guaranteeing entire portfolios. That means the MDB would step in to buy the bonds if their price falls to a preset level,
not necessarily its original one. This would cut issuer borrowing costs. Through blended finance, MDBs can efficiently
use their balance sheets to steer capital into a “sweet spot” of risk and return, leading to a scale-up of transition finance.

The blended finance landscape
An illustration of how blending of various funding sources might work in financing the low-carbon transition

Public, philanthropic or impact capital Commercial capital
Concessionary Provides various To a blended finance structure Which attracts Due to sufficient risk
capital forms of credit market rate of  adjusted return

enhancement return for
and de-risking Blended finance investors
Multilateral
Development Concessional Guarantee/ Asset managers
Banks (MDBs) Debt (below capital risk insurance
market rate) Commercial Debt/equity Debt (loans,
Philanthropic debtiediity bonds or Pension fund
funds commercial ERSIOUP LS
paper)
Equity (below
market rate) : ian-
Sovereigns Iggig?;f,ile gDI;Srl‘Stl;‘ Stg8 ) Insurance funds
funds Equity
Seliis/ " Debt/equity (direct or
ebt/equi : )
Development Grants / Y intermediary)
Financial technical Banks
Institutions assistance

Forillustrative purposes only. Source: BlackRock Investment Institute and Convergence, November 202 3. Note: The schematic shows how the process of blended finance, where capital
from public entities blends with private investment - and incentivizes it through various forms of credit enhancement and de-risking - may work in practice. For illustrative purposes
only. Examples of blended finance structures listed in grey boxes are from https.//www.convergence.finance/blended-finance 5
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Investment implications

We see public reforms having two key types of investment implication: their effect on the overall speed and shape of the
transition and related physical climate change, and on investment opportunities in EM. We think the current drive for
reform is likely to mean many EM countries decarbonize notably faster. That would directly affect our central estimate of
the global transition pathway as mapped in the BIITS. See the bottom-left chart.

Below we test the sensitivity of our core outlook using two hypothetical scenarios. First, we stretch our assumptions
about the impact of public reforms and private innovation on the effective cost of capital for low-carbon infrastructure
projects and how a fall in the cost of finance in turn could affect climate policy ambition and stringency. Second, we
assess the impact of an assumed drag on EM economic growth and climate policy associated with persistently sluggish
finance flows. In both scenarios, we do not directly model the effects of specific reforms or investment amounts but
construct a plausible scenario with a mix of factors that could have the combined effect we aim to gauge.

Our base case outlook sees a significant rise in EM low-carbon energy infrastructure investment, potentially tripling by
2040 and reaching $1.1 trillion annually by 2050. In an upside scenario, we anticipate a further $200 billion yearly from
2030 to 2050, totaling nearly $4 trillion — a 25% increase on our base case. This surge would boost the share of low or
no-carbon energy in total EM demand by 2.5% by 2050 versus our current projections. First movers would likely benefit
from this long-term growth, in our view. Conversely, a scenario of stagnant investment sees a 4.5% annual drag on
economic growth, with an overall 6% reduction in the share of low or no-carbon energy use by 2050. Post-2030
investments could drop by an average of $50 billion yearly, resulting in a total reduction of over $1 trillion. Such a
scenario may lead to greater global economic fragmentation and a more divergent transition. See charts below.

With these reforms, we expect public financial institutions to more effectively facilitate private climate investmentin
EMs, potentially unlocking new investments in tangible assets like low-carbon power, transport and industry
infrastructure, as well as climate resilience projects. These reforms could enable these institutions to increase project
transparency, supporting larger initiatives. Yet investors who can assume these risks and meet their liquidity
requirements may find attractive opportunities. We also expect these reforms to have indirect effects through
investments that improve domestic institutions and governance. Increased investment could help reduce EM sovereign
debt levels and risk premia in countries where climate risk looms large. This could, in turn, have the virtuous effect of
improving fiscal outlooks and pushing down the cost of capital for infrastructure projects, in our view. While such private
market investments offer diversification, they're complex and not suitable for all investors.

What are the most promising opportunities? The greatest potential for accelerated transitions is in high-growth, high-
emission EM countries like India, Indonesia, Brazil and South Africa, in our view. Here, country-specific programs such
as the Just Energy Transition Partnership are already making headway. By contrast, less developed, low-emission
countries may see more funding for adaptation and climate resilience than for decarbonization. While vital, there's a risk
that funders in such markets overlook other goals, such as boosting access to cheaper energy and powering industrial
growth with increased energy supplies. We see opportunities for blended finance, in particular where public and private
capital jointly invest in sectors burdened by high commodity or foreign exchange risks, but also where the success rate
for developing projects can be low, or where technology or political risks are high.

Assessing different EM financing scenarios
Levels of investment in low carbon energy supply and sectoral decarbonization progress by scenario
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Source: BlackRock Investment Institute, November 202 3. Notes: The left chart shows different scenarios for investment in low-carbon energy supply in EMs (excluding China
and Russia) in the low-carbon transition relative to our base case scenario. In the accelerated EM financing scenario, we see an acceleration of flows into EM to help finance the
transition that then has positive knock-on effects on climate policy, share of low-carbon energy versus high carbon and carbon emissions. The sluggish EM financing scenario
representsa case where finance for EM transitions remains sluggish, with knock-on effects for economic growth and policy ambition in EMs, resulting in slower decarbonization

and less low-carbon investment. The right chart shows the share of low carbon energy demand we see by EM sector in these scenarios. Forecasts may not come to pass. 6
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Challenges and risks

The success and efficacy of public reforms and the true scale of the market for private innovations is highly uncertain.
Precedentin recent years suggests that reforms and capital increases will be more muted than most expect. The more
bearish growth scenario presented on page 6 represents the hypothetical growth shock from reduced flows of capital to
EM and resulting changes in energy demand and energy investment from our base case. If substantive reforms do not
materialize, investment opportunities in low-carbon energy infrastructure will be more limited, and EM transitions will be
slower and more divergent from DMs and between different EM countries. This could mean more physical climate risk
and damages for all economies, but especially EM countries, possibly slowing growth even further. We identify six broad
challenges and risks that could impact our expectations:

Persistent macroeconomic risks: MDBs can’t do it all, in our view. We think EM governments themselves still need to
further improve transparency, governance, ease of doing business and fiscal stability to attract more private capital.

Ripple effects of MDB shift: One unintended consequence of reforms could be the inherent de-prioritization of other
development objectives, we think. We also see a risk that the poorest nations get left behind as MDBs skew their
attention to middle-income countries where the return on investment is likely to be greater in terms of economic
development and equality. Poorer countries, which have lower emissions to begin with, may also get left behind if MDBs
focus too much on decarbonization, at the expense of other development objectives like health, education, sanitation
and climate adaptation.

Risks to climate commitments: If flows do not increase substantially, many EM countries may be unable to meet their
national climate policy commitments, known as Nationally Determined Contributions (NDCs). Some 72% of EM NDCs
are fully or partially conditional on receiving adequate international climate finance, according to ClimateWatch as of
November 2023. See the chart. This may be hindered by perceptions of heightened sovereign credit risk. And it may
result in increased physical risk for all portfolios, in our view.

Limited balance sheets of MDBs: MDBs have a critical role but comprise a relatively small part of the solution, we think.
If the balance sheets of all the MDBs were fully devoted to decarbonization and climate resilience, they would still
comprise less than 4% of the finance needs to avoid the worst effects of climate change, according to the World Bank.
Finite public climate finance can increasingly be deployed in more targeted ways to increase the mobilization of private
money, in our view.

Lack of available projects: Even if EM climate finance increases dramatically, we think the scale and volume of
infrastructure projects looking for capital is constrained. Capital needs for some projects can be too small for large
institutions to finance cost effectively due to high overheads and other issues — and too disparate to aggregate into
portfolios, we find. Blended finance instruments to support technical assistance and project preparation may help, in our
view.

Growing spreads between policy rates and hurdle rates: Private sector hurdle rates, or the minimum rate of return for
a project to be profitable, have not closely tracked policy rate changes, a University of Chicago study shows. That could
limit how effective blended finance platforms are at quantifying and bridging the gap, in our view.

Breaking down climate finance
Share of country climate pledges conditional on finance — and breakdown of finance requested by region

Unspecified
Climate Finance Conditi | CSnditizptgl anld U diti |
Requirements onditiona nconditiona nconditiona

Elements
Other
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Source: BlackRock Investment Institute, ClimateWatch; November 202 3. Note: The chart shows the share of country climate pledges that are contingent on finance (top bar)
and the breakdown of finance by region, as requested in each country's nationally determined contributions (bottom bar). MENA refers to Middle East and North Africa.
“Unspecified” climate finance requirements are those where the NDC does not say whether it is conditional on receiving adequate climate finance or not. In the regional
breakdown, “other” = other EM regions that are not listed. See https://www.climatewatchdata.org/ndcs-explore for more.
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Introduction

The transition to a low-carbon economy is among a handful of major structural shifts that we see
rewiring economies, sectors and businesses. These mega forces, which also include the rise of
artificial intelligence and geopolitical fragmentation, are unfolding in decades to come — and are
already playing out in markets today. Their effects create complexity, risk and opportunity for
companies and investors. Robust research and continuous tracking of these mega forces is
necessary, in our view, to assess probable outcomes and help guide investment decisions.

We have created the BlackRock Investment Institute Transition Scenario (BIITS), powered by Aladdin®
technology: a research-based, analytical forecast of how the low-carbon transition could unfold. Its
value is not in the forecast itself, but how it can be used as a compass to help investors navigate the
transition’s risks and opportunities. It will not dictate how BlackRock invests client assets. It is the
client’s choice whether to include the BIITS view into their own investment processes as we recognize
views on the transition differ. The BIITS can help inform that choice.

The BIITS focuses on what is most likely to occur — rather than on what anybody thinks should happen
or a specific outcome. We have based its key assumptions on rigorous research, and the input of
BlackRock’s portfolio managers and other experts. The low-carbon transition’s speed and shape are
highly uncertain. The BIITS cannot capture all the transition’s drivers and all the ways physical climate
events affect the economy and markets. We approach this process with humility, knowing we may be
wrong about some aspects. We aim to monitor how the transition unfolds and plan to recalibrate our
views accordingly.
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Summary

The transition to a low-carbon economy is one of several mega forces reshaping markets, in our view. Others
include technological innovation, geopolitical fragmentation and aging populations. These structural shifts require
in-depth research and constant tracking to help guide investment decisions. We have built the BlackRock Investment
Institute Transition Scenario (BIITS) to help assess, on behalf of our clients, how the low-carbon transition is most
likely to play out, based on what we know and expect today.

We track the low-carbon transition to evaluate investment opportunities relative to what markets have priced
in. The BIITS offers investors a compass to help navigate the transition’s risks and opportunities - and should not be
relied upon as the sole guide. It’s our clients’ and portfolio managers’ choice whether to use it in their investment
processes; we recognize views on the transition differ.

The low-carbon transition is a series of profound shifts playing out over decades, reshaping production and
consumption and spurring vast capital investment. We expect adoption of low-carbon energy sources to reach
tipping points across regions and sectors when their relative costs fall below those of incumbent sources and when
barriers to adoption are low. We distinguish a range of potential catalysts and sticking points that will determine if or
when those tipping points are reached.

The low-carbon transition is highly uncertain. Developing a view necessarily requires making key assumptions on
how policy, technology and consumer and investor preferences will likely evolve over the coming decades. We plan to
adjust as we learn more. Our methodology and assessment of the low-carbon transition’s effects are inherently
incomplete and highly uncertain, especially further out in the future. We derive our estimates from the models and
data sources described on pages 13-16 and caution they may not come to pass.

The BIITS distinguishes transition fast lanes, where high levels of decarbonization are likely by our modeling
horizon of 2050. It sees the majority of fast lanes in developed markets (DMs) due to lower costs and a greater share
of easier-to-decarbonize sectors. The BIITS places global power generation in a fast lane, and expects it to more than
double by 2050 (page 6). It expects regions and sectors that are not in the fast lanes, such as carbon-intensive
industry, to face uncertainty due to currently higher costs of capital and technology (pages 7-8).

We expect a major capital reallocation, with investment growing rapidly in some areas. The BIITS estimates
investment in the energy system is likely to increase to US$3.5 trillion a year this decade, up from US$2.2 trillion in
recent years, and US$4.5 trillion by the 2040s (page 9). It estimates low-carbon investment will account for up to
80% of the total by that time, up from around 60% now. This shows capital investment in higher-carbon sectors is
still relevant now and in the future, in our view. Some higher-carbon investments could face transition risk, but we
think this can be managed by prudent planning, including diversification.

The BIITS expects the low-carbon transition to contribute to inflationary pressures over the next decade via an
increasing cost of energy and the capital spending surge (page 10). How much inflation? That depends on how
much central banks lean against it by raising interest rates. The longer-term inflation outlook is more benign. We
could see inflation easing as energy prices come back down because of a switch to cheaper renewable energy
sources. It could even reverse and become a deflationary force and an economic boost if energy prices fall enough.

We see climate resilience emerging as a key investment theme. The BIITS estimates extreme weather and other
climate-related physical damages to economic growth could detract more than 5% from economic activity by 2050
(page 11). It expects most of these losses to occur regardless of how the low-carbon transition unfolds. The
transition’s speed is likely to become key to mitigating damages only beyond 2050, in the analysis.
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Bll Transition Scenario

The transition to a low-carbon economy is unfolding along with other major structural shifts, such as aging populations,
accelerating technological innovation, the primacy of geopolitical outcomes over economic ones and a fast-evolving
financial architecture. These mega forces all require robust research and continuous tracking to gauge probable
outcomes and help guide investment decisions. We focus on what we think is most likely to transpire — rather than take a
view of what anybody thinks should happen.

We expect ripple effects across the global economy, rewiring where revenues and profits are generated across sectors
and companies. The pace of change is highly uncertain. That creates complexity, risk and opportunity for companies and
investors alike. We believe continuous and systematic evaluation is needed to estimate these changes and assess their
implications, rather than rely on periodically available third-party analysis or scenarios that chart a path to a specific
outcome, such as net-zero emissions by 2050.

The schematic below outlines how the newly created BIITS, powered by Aladdin® technology, generates insights.
Specifically, here is what it is — and what it is not:

* It's our input-driven forecast of how the transition will likely unfold across technologies, sectors and regions — based
on assumptions we see as realistic today and informed by the views of BlackRock’s portfolio managers. The appendix
on pages 13-17 details our estimates, model methodology, underlying assumptions and limitations.

* It’s built on a suite of proprietary models that aim to represent the interactions between macroeconomic indicators,
evolving energy system mechanics and physical climate feedbacks. It expects economic activity to shift as the cost of
higher-carbon energy is likely to rise relative to alternatives, but it also seeks to account for barriers to that.

* ltwas developed with the help of contextual scenario comparisons, third-party research, feedback from external
experts and internal review.

* ltis not designed, by its nature, to capture dynamics for individual companies and assets — or assess their
opportunities and risks. The BIITS results need to be seen in the context of what’s priced in by markets. See page 11.
It's meant to be a compass to navigate the low-carbon transition, and cannot be relied upon as the sole guide.

* It can be updated to reflect new developments in policy, technology, and consumer and investor preferences, as well
as test real-time shocks. This is necessary as the low-carbon transition is highly uncertain (pages 5 and 12).

Our bottom line: The BIITS aims to help investors navigate the low-carbon transition. It will ultimately feed into the
BlackRock Investment Institute’s long-term economic and asset return expectations and BlackRock’s risk management
technology. Will it dictate how BlackRock invests clients’ assets? No. The BIITS is a research-based, analytical forecast.
BlackRock’s portfolio managers can use it as they do other analytics: to stress-test potential scenarios and to bring
clarity to their investment processes. And it is the client’s choice whether to include the BIITS view into their own
investment processes as we recognize views on the low-carbon transition differ.

The making of the BlackRock Investment Institute Transition Scenario (BIITS)
How views, data and model inputs deliver BIITS insights, July 2023

Input: Scenarios: Output:
Data and views Engine and expertise Bll Transition Scenario

Engine: Aladdin® models and toolkit

Views: Investment * Technology deployment
views on key drivers, Macroeconomics « Energy production and
e.g. technology and consumption

policy trends * Energy prices

* Capital investment levels

Ph-ysical Energy » GDP and inflation impact
climate systems + Emissions and physical climate
Data: Secondary impact
research and third-
party scenario Expertise: Iterative analysis, By sector and region

benchmarking benchmarking and design

Sources: BlackRock Investment Institute and Aladdin Sustainability Analytics, July 2023. Notes: To produce BlackRock Investment Institute Transition Scenario (BIITS) insights, we
turn our views and research (left box) into quantitative inputs for our scenarios modeling (middle box; more details on page 14) to create the BIITS insights (the right box).
BlackRock's Aladdin® platform is a financial technology platform designed for institutional use only and is not intended for end investor use. Secondary research and third-party
sources used include energy data, scenario data, market intelligence, and energy research providers. See a list of data sources on page 16. For illustrative purposes only. Subject to
change without notice.
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When are tipping points reached?

The low-carbon transition isn’t a single trend but rather a complex series of structural shifts in energy, materials, food
and land usage toward a low-carbon world. The BIITS’s scope is the global energy system — and it sees much of this
system moving at different speeds across regions and sectors (pages 6-8).

Our view is shaped by the big technology and energy transitions of the past. Tipping points and rapid adoption have
taken place when new technology was perceived to offer greater benefits and ease of use than existing options, relative
to their cost. Past examples include electricity supplanting kerosene and cellphones elbowing out landlines.

Tipping points are countered by non-cost sticking points to adoption. They could include policies such as trade
protectionism or supply bottlenecks. It is the balance of economic catalysts and the pervasiveness of barriers that we
believe ultimately determines the low-carbon transition’s speed across regions and sectors.

Tipping points emerge when the relative costs of new technologies fall below that of incumbent ones and where barriers
to adoption are minimal, in our view. When they occur, we expect tipping points to result in a steep, S-curve adoption.
This is a period of exponential growth soon after the tipping point, which flattens out as adoption becomes more
widespread. This has implications for the speed of the low-carbon transition in sectors and regions — and for the revenue
and earnings projections of affected companies, both incumbents and challengers.

Tipping points are influenced by three main drivers, as the schematic below shows. First, technology innovation can
significantly lower costs and broaden options. Second, government policy can influence costs through taxes or
subsidies and indirectly through regulatory standards. Third, consumer and investor preferences shape adoption
directly through demand and indirectly through the cost of capital different producers face.

The BIITS places about 40% of global energy-related emissions in a fast lane, where a tipping point has been reached or
is likely to be reached in time to achieve high levels of decarbonization by 2050. This includes solar and wind in the
power sector and light-duty electric vehicles in transport. The BIITS estimate is based on the model outputs and sources
listed on pages 14 and 16, and is in line with analyses from others such as IEA, Systemiqg and WRI et al.

In other sectors and regions — where low-carbon technologies face poorer economics or more barriers -The BIITS
expects a slower, uneven low-carbon transition and more persistent demand for higher-carbon fuels. Decarbonization
could move slowly at first, with tipping points coming later, once low-carbon energy reaches cost parity. That could
come through a combination of government policy (low-carbon subsidies or carbon taxes), technological innovation or
institutional reforms that lower financing costs. Early adopters may demand new technology before it is at price parity,
as seen in many other cases of technology adoption.

In total, the BIITS expects these mechanics to result in a multispeed transition — with uneven progress between sectors
and regions. This multispeed nature changes the transition’s macroeconomic implications, including the effects of
physical climate change (page 10). Understanding the investment implications of the transition requires a view on both
the timing of tipping points and whether markets have already priced them in (page 11).

Catalysts and barriers determine tipping points in the low-carbon transition
Our view of the factors that may accelerate or slow adoption of low-carbon energy sources

Climate & Catalysts * Falling technological and capital costs
economic * Faster turnover of capital equipment
li * Lower energy demand growth
\. poficy * Higher potential for electrification
’
Technology . Tipping
innovation Adoption rate point
Consumer ° Supply-side bottlenecks

di t * Sites and permits for new physical assets
and investor * Energy security and affordability
(_ Preferences Sticking points * Trade protectionism and reshoring

Sources: BlackRock Investment Institute, July 202 3. Notes: The schematic summarizes the BIITS's views of the three main drivers (left) that influence the relative cost of low-carbon
energy sources as well as catalysts and barriers hindering their adoption. Tipping points happen, in our view, when relative costs fall below that of incumbent energy sources, and
barriers are few or removed. Reshoring is bringing back a business that relocated abroad to the country where it was originally located. For illustrative purposes only. Subject to

change without natice.
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Key assumptions on uncertain transition

Developing a view of how the transition will unfold and when tipping points are reached requires making assumptions
on how technology, policy as well as consumer and investor preferences are likely to evolve over the coming decades.
The table below outlines some of the key assumptions that inform the BIITS..

We have based these assumptions on rigorous research and the input of BlackRock’s portfolio managers, but we have
greater confidence in some than others. We have approach this effort with humility, knowing we may be wrong about
some aspects — and we aim to monitor the transition outlook over time and plan adjust our views accordingly.

Policy: There’s a strong likelihood of some additional policy support for the low-carbon transition in DMs through 2030,
in our view. We expect policy support to expand more rapidly afterward, driven by increased physical climate damages
to economic activity and reduced costs of low-carbon technologies. Climate policy developments are intersecting with
the rise of green industrial policy in DM countries, in our view. Examples are the Inflation Reduction Act in the U.S. and
the Green Deal Industrial Plan in the European Union. We view these as likely to push down costs of low-carbon
technologies. EM climate policy, on the other hand, is more uncertain, in our view. Why? It’s connected to the availability
and cost of capital to finance EM transitions, in our analysis. This is dependent on the highly uncertain reform of
multilateral lending institutions.

Technology: We expect the costs of mature low-carbon technology to keep falling as economies of scale and new
innovations unfold. We can’t predict whether or when breakthrough innovation such as fusion energy or new carbon
capture processes might disrupt the energy system. We do see the potential for them to do so in coming decades.

Consumer and investor preferences: The BIITS expects a gradual but uneven shift toward sustainable products,
services and assets. For example, it assumes consumers will prefer electric vehicles (EVs) over gasoline-powered cars
over time. We think some trends are more likely than others. We have higher confidence, for example, that investor
preferences will increase the spread in financing costs between lower- and higher-carbon assets.

Global competition for the supply of traditional and low-carbon energy is crucial to the transition’s path, in our analysis.
Why? It affects the relative costs and security of energy supply. In oil markets, we expect market concentration to move
toward national oil companies and OPEC+ producers, following existing trends. We could also see more clean tech
manufacturing away from China in DMs, spurred by DM industrial policy. But we don’t expect supply chain
concentration for critical minerals to change meaningfully this decade, barring a breakthrough or major discovery.

Overall, we assume mostly equal chances of upward or downward revisions on barriers. This applies in particular to
factors such as trade policy and geopolitics and the reform of multilateral development banks.

We think upward revisions are more likely than downward ones when it comes to our expectations for drivers:
technology innovation, falling costs and rapid adoption. Our reasoning: Forecasts tend to underestimate innovation
and its impact. Upward revisions would likely translate into a transition accelerating faster than our current view. This
could help stave off some of the cascading effects of a changing climate, particularly in the latter half of the century.

Views informing the BIITS

Our assumptions on the drivers of the low-carbon transition and our level of confidence around them, July 2023

Driver Higher confidence Lower confidence
Policy ambition grows slowl}/ until 2030. It Pace and mechanism of the evolution
accelerates after, yet lags in EM. Green . . .
- . . - of EM climate policy. OPEC+ reaction.
. industrial policy globally drives demand for . e . .
Policy . e Climate litigation risk. Geopolitical
climate tech. Russia limits exports of gas to fragmentation
Europe and exports to China. Material shifts in 9 )
global trade flows.
Costs of mature technologies keep declining. Unforeseen breakthroughs in energy
Technology Supply chain issues constrain development technology such as fusion, natural
and scaling of some key technologies. hydrogen or the next shale.
A tectonic shift in consumer and investor . .
- Reform of multilateral banking
Consumer and preferences toward sustainable products and e s . . .
. g - institutions drives down EM financing
investor preferences assets. The spread in financing costs between
. . costs.
low- and higher-carbon assets widens.

Source: BlackRock Investment Institute, July 202 3. Note: The table lists the drivers we believe to be crucial in the low-carbon transition and an indication of our confidence in
selected components of these drivers. This material represents an assessment of the market environment at the time of publication and is subject to change. Forward looking
estimates may not cometo pass.
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Transformation of global energy demand

Electrification and decarbonization are set to create a shift in the global energy system, in our analysis. Electrification
replaces fuel use with electricity. Decarbonization eliminates carbon dioxide emissions. Replacing an internal
combustion engine vehicle with an electric one is electrification. Decarbonizing the miles driven by that car requires
charging it with low-carbon power sources. We use the combined share of low-carbon power generation and fuels such
as hydrogen and biomass to track the transition’s progression. See the dotted area in the left chart below.

The BIITS estimates that lower-carbon energy sources will make up more than half of total global energy demand by
2050, up from an estimated fifth now. See the light yellow and green bars in the left chart below. We think much of the
increase will occur due to electrification in the buildings and transport sectors, coupled with decarbonization of the
power sector. The shift is primarily driven by falling costs, in our view, supported by policy in many countries. Research
from the IEA and Lazard, among others, see renewables as the cheapest source of new power already.

The BIITS expects global power demand to grow 2.5-fold by 2050 and expects power generation to be low-carbon by
over 90% then. The reason: The BIITS estimates that more than 80% of new power capacity will likely be low-carbon
over the modeling horizon. We also see climate and industrial policy incentives supporting low-carbon fuels like
biofuels and hydrogen. We think those could play a role in heavy industries and shipping but see their share of final
energy demand in 2050 staying modest at about 15%o.

Where does this leave unabated higher-carbon fuels? These are fuels not paired with carbon capture or storage. The
BIITS expects them to make up about 45% of global total final energy demand by 2050 (the red and dark yellow bars in
the left chart below), with relatively small changes before 2030. The BIITS expects oil and gas to dominate that share of
higher-carbon fuels. It expects a rapid decline in the use of coal in the 2030s and 2040s. One reason: low-cost
renewable power takes market share in power generation. See the bottom right chart below.

We see oil and gas playing a role throughout the transition, with demand starting to gradually decline by around 2030.
We expect the slide from the peak will be slow as decarbonization in DMs is offset by rising emerging market (EM)
energy demand. Demand could be resilient in sectors where there are no economically viable alternatives yet. Examples
are sectors that are difficult to electrify, like aviation. Long-term energy storage, high-heat industrial processes and
petrochemical inputs all make use of hydrocarbons that are not yet easily replicated with low-carbon solutions.

Minerals are fundamental to the transition, in our analysis. Demand for copper — a key material used in electric grids — is
poised to double or triple by 2030 from today’s levels, according to a March 2022 |EA study. Surging demand for
minerals could likely cause bottlenecks — and potentially slow parts of the transition. Copper shortages are likely to be
severe because of the rapid growth of electricity generation we expect, the age of existing electric grids and the long
lead times for developing new copper mines. Tight supplies of nickel and lithium could hamper the electric battery
supply chain. Yet innovations such as sodium ion batteries could change the composition of demand for mineral inputs
without affecting our expectations for the rise of EVs and stationary batteries in the power sector.
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2023.The BIITS estimate is based on the model outputs and sources listed on pages
14 and 16. The chart shows estimates of the sources of global energy demand
between 2020-2050. For instance, it expects electricity generated from low-carbon
sources (light yellow) to become the dominant energy source by 2050 replacing
unabated hydrocarbons (red) - or hydrocarbon use with no provision for carbon
capture or storage (CCS). Biomass is organic material from plants and animals.
Forward-looking estimates may not cometo pass.

Sources: BlackRock Investment Institute and Aladdin Sustainability Analytics, July
2023. Third-party data used to derive the estimates are listed on page 16. The
chart shows our estimate of the change in the source of global energy production
in 2030 and 2050 relative to third-party estimates we use as a benchmark. See
the “Benchmarking” section on page 13 for specific benchmarks used. Forward-
looking estimates may not come to pass.
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Low-carbon transition: regions

The BIITS estimates the low-carbon transition will likely accelerate more quickly in DMs than EMs, even as individual
countries will experience unique transition pathways. Why? It expects policy and consumer/investor preferences to help
accelerate a decline in costs and more rapid adoption of low-carbon technologies in DMs. This is driven by factors
including lower costs of capital, older higher-carbon assets more likely to be retired, and a lower share of hard-to-abate,
or high-cost, emissions due to deindustrialization. The result: tipping points could arrive sooner.

Green industrial policy — or policies aimed at environmental goals — in DM countries is a key factor in our assessment. It
is likely to push down the cost of low-carbon technologies — both established and emerging — and accelerating cost
advantages over incumbent technologies. Incentives for low-carbon energy sources, sometimes uncapped, could push
trillions of dollars or euros of public funds into the energy system. Some DM policy incentives could divert finance to
other parts of the global economy. EMs face more barriers broadly — and structurally different transitions than DMs.

Two main catalysts drive the divergent transition speeds between DMs and EMs, in our analysis: cost of capital and
demand growth. First, EMs typically face persistently higher cost of capital such as higher borrowing rates. See the left
chart below. The reason: perceived country and default risks. Second, industrializing nations with strong growth and
booming populations have a bias toward more energy-intensive sectors, with a higher energy intensity of GDP and more
energy demand growth. This means EMs have a greater share of slower or uncertain sectors. See the middle chart
below. EM energy demand is surging from relatively low per-capita levels today. See the right chart below.

Barriers also may stem from trade protectionism that limits access to low-carbon technology or creates costly supply-
side bottlenecks. Plus EMs each face different development, security, climate and demographic challenges — showing
the overlap between different mega forces. For example, many of the world’s 46 least developed countries are projected
to double in population by 2050, according to the United Nations World Population Prospects report. Finally, EMs are
likely to bear the brunt of physical climate change, with the BIITS showing the lion’s share of global climate damage to
economic activity by 2050 occurring in EMs. See page 10. We expect this to bolster climate resilience, or the ability of
regions or companies to effectively manage climate-related risks, as a key investment theme in EMs.

Many EMs lack the fiscal space, in our view, to enter the green subsidy race or bear the high costs for big infrastructure
projects. We think that could reinforce the divergence between DM and EM transitions. Potential reform of multilateral
development banks could limit that divergence by enabling more transition financing to flow from DMs to EMs.
Similarly, structural reforms within EMs could create more attractive investment conditions. These potential EM
outcomes may decide the overall speed of the low-carbon transition.

A final note: Our models examine some 16 geographical regions, but we are using the broad DM and EM groupings here
to identify overarching trends. This misses the nuanced considerations that could affect the timing and pace of the low-
carbon transition at the region or country level. For example, EMs contain both middle income and developing
economies, with very different risk profiles and costs of capital. And China’s position in the low-carbon transition is
unique. Its robust clean-technology industry and fast adoption are likely offset by its sheer size and share of emissions,
heavy industrial base and dependence on coal, in our view.

Low-carbon transition dynamics more favorable in DMs than EMs
Cost of capital, emissions by sector group and demand growth by region

Low-carbon financing costs Emissions by sector group Energy demand growth
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Sources: BlackRock Investment Institute and Aladdin Sustainability Analytics, July 202 3. Notes: Left chart: Cost of capital is represented as the average of
weighted average cost of capital for mitigation technologies in our model, divided regionally by DMs and EMs. Middle chart: Slower/uncertain are sectors
with hard-to-abate emissions that are not expected to achieve substantial decarbonization by 2050. Right chart: Energy demand growth is represented as a
regionally indexed value of aggregate energy demand on a per capita basis divided by DMs and EMs. Forward-looking estimates may not come to pass.
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Low-carbon transition: sectors

Which sectors will likely see dramatic changes? We zero in on four that have accounted for the lion’s share of energy-
related CO2 emissions: power, transport, buildings and industry (Minx et al, 2021). That makes them critical to the low-
carbon transition. Each is transitioning at its own speed. We derive the BIITS estimates below and throughout this
publication from the models and data described on pages 13-16, and caution they may not come to pass.

Power: The BIITS expects rapid electrification to translate in a fast-growing power sector. It estimates electric power will
grow about 2.5 times, with relatively small divergence between DMs and EMs. See the left chart below. The reason: The
costs of renewables and energy storage is likely to decline further, in our view. The BIITS expects remaining higher-
carbon power by 2050 to be used as baseload generation by some regions or to balance variable renewable power.

Transport: Sub-sectors here — road, shipping and aviation — are likely to see large differences in transition speed. The
BIITS expects nearly all new light-duty vehicles to be electric by 2050, up from less than 4% in 2020. Our reasons:
technological advancements and policy, including restrictions on the sale of internal combustion engine vehicles. At
least 16 countries, the EU bloc and 10 U.S. states have announced or plan to announce such bans, according to the IEA.
The low-carbon transition of heavy-duty vehicles, aviation and shipping could take more time, with full decarbonization
likely only after 2050, in the BIITS view. Overall, it sees electricity and low-carbon fuels meeting almost 40% of total
transport energy demand in 2050, versus just 5% in 2020. This varies regionally, with about 60% estimated to
decarbonize in DMs versus about 30% in EMs. See the second chart below.

Buildings: This sector could transition faster than others. The BIITS expects buildings globally to be on track to have
less than a fifth of energy demand met by higher-carbon fuels by 2050. The reasoning: increased energy efficiency as
well as use of electricity and low-carbon fuel. It expects growth in the electrification of heating (via heat pumps, for
example) over this period. Why? Installation and other costs are likely to decline from “learning by doing,” or increased
knowledge and efficiencies that come when people perform new activities. Policy also is set to play a role: Selected
locales already restrict gas heating and appliances. The BllTs estimates buildings in both DM and EM to reach high
levels of low-carbon use by 2050, making for a smaller divergence than in transport. See the third chart below.

Industry: This sector is likely to transition more slowly than buildings, largely due to limitations on the technical
viability and cost-competitiveness of low-carbon solutions. The BIITS expects only modest declines in higher-carbon
fuel usage by 2050. Electricity could grow its share to 35% by then, but the BIITS estimates unabated hydrocarbons
could still meet around half of demand. Hydrogen and carbon capture and storage (CCS) could achieve scale in the
2040s — and maybe earlier on faster-than-expected innovation. The BIITS expects the share of hydrocarbon usage to
fall to about half by 2050. See the fourth chart below. And it only sees steel production likely achieving large-scale
transition only in the 2040s as EM adopts low-carbon methods. In DMs, the BIITS expects industry use of higher-
carbon fuels to start declining this decade. It expects the usage to grow in EMs, peaking in 2030 and then phasing out
more slowly. Energy demand from industry is dominated by EMs, so we expect the lion’s share of higher-carbon
demand in 2050 to be there.

Shrinking role of carbon
Estimated shift in power production and energy use in key DM and EM sectors, 2020-2050
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Source: BlackRock Investment Institute, Aladdin Sustainability Analytics, July 202 3. Notes: The charts show the BIITS estimates of how decarbonization and electrification may play
outin selected sectors within DMs and EMs through 2050. The left chart shows how the BIITS expects power generation in DMs and EMs to evolve with low carbon sources (light
yellow) gradually taking a larger share of overall electricity production. The next three charts show how the BIITS estimates energy use based on energy source will evolve in three key
sectors transport, buildings and industry. For instance, the BIITS expects transport in DMs to shift from using over 90% unabated hydrocarbon, or fossil fuels, to just 35% by 2050.
For EMs that shift is to roughly 70%, the BIITS estimates, from a similar starting point as DMs. Forward-looking estimates may not come to pass.
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Capital investment on the way

The BIITS expects capital investment into the energy sector to grow to an average of US$4 trillion per year through
2050, an increase from recent average investment levels of US$2.2 trillion a year. See the left chart below. This includes
investment in both supply — oil and gas extraction and processing, renewable power plants, electricity transmission and
distribution — and demand: automobiles, factory equipment and building energy equipment.

These investments are new capital expenditures (capex) and a reallocation from higher- to lower-carbon capex over
time. The BIITS, for example, estimates annual investment in power grids to double by 2030 amid demand growth. It
estimates overall investment in the energy system to grow to about US$3.5 trillion a year this decade, initially balanced
between higher- and lower-carbon. The BIITS expects the pace to pick up to about US$4.5 trillion a year by the 2040s,
with over 80% in low-carbon capex. Higher-carbon investments could become stranded assets, or investments that no
longer are able to generate a return if the low-carbon transition were to move faster than we expect. We think these risks
can often be managed by prudent planning, including developing low-cost, low-carbon assets that can be retro-fitted.

The BIITS’s overall capex estimate is equivalent to more than 2% of global GDP in 2025. The BIITS expects it to
moderate to around 1.75% of global GDP by 2050 as renewable and other technology costs decline and the global
economy grows. Policy is a key driver of this, we believe, even as many outcomes are possible. Policymakers could
provide incentives for low-carbon investment (tax subsidies for renewables as part of the global race for clean tech
leadership) and disincentives for higher-carbon use (carbon pricing). Some of these may lead to inefficient use of
capital, and could favor certain sectors and companies. Yet we find the incentives overall are likely to accelerate the low-
carbon transition — even beyond the borders of the countries providing the incentives.

The scope of the BIITS’s estimates is limited to energy supply and demand. It expects additional transition-related
investment in critical minerals and metals as well as in agriculture, forestry and land use. Demand for critical minerals
is likely to at least double by 2040, according to estimates by the |EA and others. See right chart below.

The BIITS’s investment estimate differs from others for four key reasons:

1. Estimates differ due to accounting standards. Some account for an entire electric vehicle, for example, while others
only count the electric drivetrain and battery pack.

2. Methodologies differ in scope. Some include the agricultural sector or the mining sector, while others don’t.

3. We'rerelatively bullish on technology cost reductions, meaning that the BIITS assumes the overall investment
amountin later years is lower than might otherwise be the case.

4. Many existing estimates assume a transition speed consistent with a temperature or emissions goal, whereas the
BIITS takes into account the likely path of the low-carbon transition.

Investment on the way Minerals needed
Estimated annual energy sector capex, 2015-2050 Mineral demand for clean energy, 2020 vs. 2040
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net zero emissions by 2050. See https://www.iea.org/reports/the-role-of-critical-minerals-
in-clean-energy-transitions/mineral-requirements-for-clean-energy-transitions
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Effects on inflation and growth

The BIITS expects the low-carbon transition to contribute to higher energy costs and inflation over the next decade. It
also sees a capex surge and additional government spending pushing up activity and adding to inflation pressures.
Normally, higher energy costs would depress economic activity and offset some inflation pressures. We expect the
expected capex surge to offset this effect in the transition. See the left chart below.

Higher energy costs present central banks with a difficult choice. Keeping inflation close to their targets entails higher
interest rates, not only to offset the investment surge but also to squeeze economic activity to dampen non-energy price
pressures. We expect central banks to have a tight policy bias in the years ahead, a sea change from their structural
loosening stance during the “Great Moderation” period of steady growth and inflation. We expect the effect to be
magnified in EMs because of their higher average cost of capital, as the left chart shows. If the transition were to
accelerate, we expect the inflationary pressures to be higher and the trade-off to be sharper still.

Beyond this decade, the inflation and growth outlook is more uncertain. The supply shock is likely to ease as energy
prices come back down because of a switch to cheaper renewable energy sources and lower operating costs. It could
even reverse and become deflationary, resulting in an economic boost if energy prices fall enough. The BIITS currently
does not capture the potential inflationary effects of physical damages: possible scarcity of commodities and food that
results in higher prices.

The BIITS expects growth effects to be increasingly dominated by extreme weather events and other climate-related
physical damages over time, rather than by transition-related factors. It sees such damages increasing to mid-century
and beyond as average global temperatures rise through 2050. The BIITS estimates damages to GDP could amount to
more than 5% of annual GDP by 2050. See the right chart below. This takes into account lost output from lower
productivity due to a less stable climate, and more frequent destruction of infrastructure and equipment in extreme
weather events (Burke et al, 2018). The BIITS estimates most of the expected GDP loss will occur regardless of how
quickly the low-carbon transition progresses from here as some level of emissions is inevitable until near mid-century.

The BIITS expects EMs to bear the major share of climate-related GDP losses. Why? Many EM countries are located in
tropical latitudes that are vulnerable to climate-related damages. Other reasons include a high reliance on climate-
sensitive sectors like agriculture and low resilience to extreme weather events.

The speed of the transition determines the extent of damages further ahead, we believe. Keep in mind that the effects of
physical climate change are non-linear. This makes them difficult to predict, especially further out in time. If the world
passes more critical warming thresholds, we could see a substantial increase in both climate damages to the capital
stock in the economy and the uncertainty around physical climate effects.

Inflation pressure = higher policy rates Climate damages set to shrink GDP
Inflation, output and policy estimated impact, 2020-2030 GDP before and after climate damages, 2020-2100
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Portfolio implications: What'’s in the price

The BIITS considers long-term, sector-level trends and is not designed to capture dynamics for individual companies or
assets. It also does not assess the extent to which markets have priced in the associated risks and opportunities. The
BIITS view of the low-carbon transition’s path is one piece of the puzzle. The investment implications depend on: 1) how
sector and technology trends change where and how revenues and profits are generated across sectors and companies;
and 2) whether market prices already reflect these changes.

The BIITS results and estimates, however, can be useful inputs into investment processes. The BIITS aims to identify
and size new green segments, thematic opportunities, and risks. It can also provide sector-level benchmarks as inputs
to financial modeling. As a result, we plan to incorporate the BIITS results into the Bll’s capital market assumptions
(CMAs), the estimates of long-run return and risk that underpin BlI’s strategic asset allocation views.

From electricity to the automobile to the internet, the emergence of new technology or policy-induced shifts in product
or production practices can disrupt entire industries. Our framework for identifying tipping points across segments of
the transition helps us identify where and when such transformation may happen. We can anticipate them and respond
to them within portfolios as a result.

Changes in technology, policy and consumer/investor preferences can move technologies or sectors from being on a
slow, linear path of decarbonization to one that accelerates exponentially when a tipping point is reached. See page 4.
Markets could anticipate future earnings growth and price it in before the tipping point is reached, changing the
potential investment opportunity.

In some cases, valuations can get ahead of themselves, even as transitions continue apace. Case in point: Valuations of
electric vehicle companies surged before pulling back in the past year — even as their market share keeps growing. See
the charts below. We believe that finding transition-related opportunities that are not priced in yet requires granular
analysis as a result.

Transition-related opportunities may also be uncovered in regions and sectors that are not in fast lanes. Examples are
diversified, low-cost producers with robust transitions plans. Traditional energy players also may outperform at times,
notably when there are mismatches between supply and demand, as seen in 2022. Such mismatches are set to become
a persistent feature of the low-carbon transition amid underinvestmentin higher-carbon energy infrastructure, in our
view.

Separately, we see a risk of unintended implications of a multispeed transition for investors with certain types of
portfolio decarbonization objectives. If the transition proceeds unevenly between sectors and regions, portfolio
decarbonization targets could incentivize a shift in portfolio toward fast-lane sectors and away from others. This could
shift exposures in potentially undesired ways for such investors, if not managed through sector or regional constraints
or the use of forward-looking metrics.

EV valuations rise and fall ... ... even as EV growth is accelerating
EV company market cap share, 2018-2023 EV sales as share of total car sales, 2018-2030
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Appendix

Uncertainty and sensitivity tests

Policy and geopolitical developments in the past year underscore how quickly the transition outlook can change and the
high degree of uncertainty inherent in its evolution. Historical energy transitions have been non linear, meaning they
can have sudden leaps or unexpected slowdowns. This irregular process makes it difficult to forecast outcomes.

The BIITS aims to capture the impact of the transition on the real economy based on our views of the main drivers. We
acknowledge the uncertainty in many areas crucial to the transition. Our methodology and assessment are inherently
incomplete and highly uncertain. We recognize views on the low-carbon transition vary because of this uncertainty.

We outlined the big assumptions underpinning the BIITS around policy, tech and consumer/investor preferences on
page 6. Upward or downward revisions to those calls could change the central view on the speed of the transition. Here
are some of the key uncertainties that could affect those calls over time:

* Major innovation could help mitigate emissions from hard-to-decarbonize sectors. These sectors currently have
requirements that make electrification and decarbonization difficult with expected innovation.

* The size and scope of climate policies could increase more than we expect. Conversely, climate policies could be
restrained due to goals that potentially conflict with decarbonization, like energy security and affordability.

* We expect the cost of technology to decline, but that may not happen as rapidly as we think.

* The cost of capital could come down if incentives area created for private transition finance in emerging markets, but
it could also rise if investment fuels inflation and leads to interest rate hikes.

+ Geopolitical fragmentation and conflicts could restrict mineral flows or technology that are critical to the transition.

We tested how sensitive the BIITS’s assumptions were to various changes related to these key uncertainties. See the
table below. Some areas of uncertainty are outside the current suite of models used. Examples are geopolitical changes,
physical climate damages on household wealth or migration, climate litigation, and innovations such as nuclear fusion.
“Negative emissions,” or carbon dioxide removal, represent another key uncertainty.

We recognize that we won't get everything right - and we can’t include all potential factors that would inform our overall
view. Our aim is to be roughly right rather than precisely wrong on the parts of the transition that are currently in scope.

Testing key model sensitivities
Sensitivity tests and results

Level of climate
policy ambition

Varying carbon prices and taxes in the
economy and specific sectors.

Higher carbon prices would spur low-carbon
technology investment, faster
decarbonization, and a decline in oil and gas
supply. Lower carbon prices would largely
bring the opposite, especially less
investment in low-carbon technology.

Pace of
technological
innovation

Slower near-term cost reductions in mature
low-carbon technologies driven by barriers
to global trade and protectionism.

Faster cost reductions in technologies with
a longer time to market driven by
technology breakthroughs.

Slowing cost reductions for mature low-
carbon technologies would bring a
significant increase in emissions and oil and
gas supply, and a big reduction in the rate of
deployment of EVs.

Technological breakthroughs in emerging
climate technology would bring modest
acceleration to emissions reductions and a
modest bump to total cumulative
investments.

Cost of capital

Reduction in the cost of capital spread
between EMs and DMs post 2030.

Interest rate hikes in response to investment
boom and other inflationary feedbacks.

Both increases and decreases in weighted
average costs of capital had minimal effects
on the key metrics in tests.

Source: BlackRock Investment Institute, July 202 3. Note: The table lists three inputs crucial to the transition, examples of sensitivity tests around them and the results of these tests.
[t represents an assessment of the market environment at the time of publication.
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Appendix

Methodology

The BlackRock Investment Institute Transition Scenario is a forecast view of the low-carbon transition, informed by in-
house experts and developed using Aladdin Climate’s suite of proprietary transition models in partnership with the
BlackRock Investment Institute. There are two key steps involved: how we quantitatively implement our view of the
transition, and the scenario engine that underpins it. Both are essential components of the methodology for developing the
BIITS and should be considered in tandem. Some of the findings, such as the estimates of expected capital investment in
the transition and inflation, are additional analyses using the results from these engines.

Limitations

The BIITS does not exhaustively represent the global energy system, and cannot capture all the drivers of the low-carbon
transition and all the ways physical climate events affect the economy. Our methodology and assessment of its effects are
inherently incomplete and highly uncertain, especially further out in the future. The BIITS is not designed to capture
dynamics for companies or assets, nor does it assess whether markets have priced in opportunities and risks. It is not
intended as a recommendation to invest in any particular asset class or strategy or as a prediction of future performance.

The view

The BIITS is driven by the views of BlackRock portfolio managers on what they see as the fundamental drivers of the low-
carbon transition. The BlackRock Investment Institute engaged with 80 transition-focused BlackRock portfolio managers
and leaders on topics including emissions reductions, regional climate policy ambitions, technology adoption and
deployment, cost of capital trends and future technology costs — both for mature (solar, wind, electric vehicles) and
emerging (clean hydrogen, carbon capture, sustainable aviation fuel). We incorporate the effects of the transition on
growth and inflation, and how central banks could respond. We've supplemented these views with secondary research and
consultation. We then benchmark a set of key parameters that drive the BIITS. These fall into the categories of policy,
regulation, technology costs, cost of capital and other factors affecting emissions.

Summary of key parameters driving the BIITS

Key choice Qualitative view

Major market policy incentives +  Greenindustrial policy subsidies in major
economies (US, EU and China) drive demand for
climate technology and bring forward commercial
viability timelines for emerging technologies

Announced and expected regulations * Technology use and uptake, and resulting changes
in consumer/investor preferences, are shaped by
policy constraints such as bans and sunsetting in
higher-carbon sectors and regions

Other economy-wide climate policy *  Policy ambition increases slowly to around 2030 at
separate speeds in DMs and Ems. Beyond 2030,
climate events and innovation set the stage for
more policy, but EM-DM divergence remains

Technology cost curves & emerging tech *  Mature technology costs will continue to decline
towards very low levels

*+  Emerging tech enables further mitigation,
particularly where supported by policy today

Cost of capital + Difference in cost of capital widens between lower-
and higher-carbon sectors. Cost of capital
differences for EMs and DMs will persist

Source: BlackRock Investment Institute, July 202 3. Note: This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of
future events or a guarantee of future results.

Benchmarking

Our modeling environment benchmarks initial results against those from other comparable scenarios from other credible
providers. These include the Network for Greening the Financial System Phase Il and Ill, the UN Principles for Responsible
Investment Inevitable Policy Response, private sector scenarios such as from Shell and BP where available and the
Intergovernmental Panel on Climate Change. This isolates and reveals key differences between the BIITS and others, like
the right chart on page 6 shows. It also provides a distribution of possible transition pathways and uncertainty on key
parameters. Our database compares BIITS outputs with hundreds of metrics including primary and final energy demand,
investment in electricity generation, carbon prices and potential distributions, emissions and more by fuel, sector and year.
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Appendix

Scenarios: engine and expertise

Our transition scenario modeling framework, powered by Aladdin® technology, provides an integrated approach to
understanding how the low-carbon transition may evolve. It is designed to plot the interactions of the transition on the
economy through the impact of changing energy prices and damage caused by physical risks under different emission and
temperature outcomes. Two core components make up the modeling framework: the global transition model and macro
translation layer.

Aladdin Climate’s global transition model (GTM) provides a view of how the energy system, its costs and broader
emissions can evolve over time, reflecting key technology and resource choices. It provides the majority of BIITS scenario
outputs, such as future energy flows, emission levels, technology capacity, energy system costs and energy prices.

+ The GTM projects how the global energy system and the consequent emissions may evolve over time. The model seeks
to optimize the lowest-cost energy system? (supply and demand) under limits such as the pace of new technology
deployment, and climate policy constraints. Key variables include the level of resource use, technology build and
operation, and the transmission of energy products between regions such as the shipping of crude oil. This occurs from
resource extraction through to final end-use.

*+ The GTM uses a wide range of data on energy and emissions technology costs and performance, such as the cost of
new wind turbines or electric vehicles. We take into account changing cost profiles and other constraints to reflect on
key technology and policy developments, such as limits on the pace of new technology deployment due to supply chain
constraints or fiscal incentives provided by climate policies in material countries and regions.

The GTM is linked to the macro translation layer (MTL). This allows for a feedback loop between the key climate-related
transition developments and the impact on long-term economic growth via three sub-modules:

« Bll macro model: This is a macro-econometric model that relates GDP to total-factor productivity, labor and capital
stock such as factories. Productivity is affected by real energy prices, the relative price of investment, and factors such
as the level of education in the workforce. It takes the GTM’s view of evolving energy prices - a key driver of transition
risk — and estimates the impact on GDP across economies. Higher prices lead to lower growth relative to a baseline view
of future GDP — and vice versa.

» Aladdin Climate’s physical risk function: Similar to the Bll macro model, this uses forecasts of emissions from the
GTM to understand the potential impact of physical risk damage on economic activity. It compares the GTM’s implied
path of global temperatures with the results of a pre-existing physical risk scenario that correlates physical climate
change to economic activity.

* Energy demand module: This links the GTM, which takes exogenous energy demand as one of its key inputs, with the
impact of the low-carbon transition on long-term economic growth from the Bll macro model and Aladdin Climate’s
physical risk function. It relates future energy demands to different combinations and growth trajectories for GDP per
capita, population and rates of urbanization. Projections for the latter two variables are fixed as part of the scenario
inputs, while GDP projections evolve from a starting baseline given the changing physical and low-carbon transition
risks. The changed GDP trajectory in turn affects future energy demand and the GMT’s transition pathway.

Limitations

Even these advanced models cannot account for point-of-no-return changes in the environment or their knock-on effects,
nor can they distinguish between a productive recovery from a hazard and a non-productive recovery from a hazard.
Additional knock-on effects to economic activity, such as through changes to capital stock, wealth levels and wellbeing, are
not captured. Recognizing these limitations, we use our damage models to assess the top-line effect on growth to build a
feedback loop between our energy demand growth pathways, resulting emissions and their effects. Recognizing these
limitations, we use our damage models to assess the top-line effect on growth to build a feedback loop between our energy
demand growth pathways, resulting emissions and their effects.

The interaction between the global transition model and macro transition layer is updated until an equilibrium is reached -
the point when there is no further impact on GDP for a given transition pathway and its knock-on effects.

We use about 150 data sources to arrive at the final transition scenario. See the list on page 16. The key datasets
underlying the GTM and the MTL include GDP forecasts from the OECD, energy balances from the International Energy
Agency, and granular data for energy producing sectors from GlobalData.

1 The GTM is a least cost, multi-period, multi-region, linear optimization model.
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Appendix

Impact on inflation and capital investment

The global transition model and macro transition layer also produce estimates on inflation and capital investment:

Inflation assumptions

+  We assume changes in energy prices resulting from the low-carbon transition are causing inflation pressures directly
via their impact on the energy component of inflation and indirectly via the pass through to other, non-energy prices.

* We then assume central banks observe past inflation pressures and respond using a standard rule that’s commonly
used in the literature (Taylor rule). That it means central banks respond to above-target inflation by raising interest
rates. Higher policy rates in turn dampen inflation and lower growth - and vice-versa for lower rates.

* Inaddition, capital spending affects inflation through the increased demand for investment. Central banks can respond
to this by raising interest rates. If they don’t do this, higher capital spending feeds into higher inflation.

* We then calibrate key parameters such as the sensitivities of inflation and growth to policy, inflation pass-through to
non-energy prices and the effect of capital spending based on standard literature on inflation (Baba & Lee 2022,
Rachel & Summers 2019).

Capital investment assumptions

* The BIITS derives its estimates of transition capital spending from our future technology cost expectations and the
physical deployment of energy capacity and supporting infrastructure over time, taken from the GTM.

*+  We segment the capital investment volumes into supply- and demand side, and into high-and low carbon sectors.

* We then assess the marginal increase in energy infrastructure investmentin light of the supply of money in the
economy to determine whether this amount of elevated investment would increase the cost of capital.
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FORINSTITUTIONAL, PROFESSIONAL, WHOLESALE, QUALIFIED INVESTORS AND QUALIFIED CLIENTS IN OTHER PERMITTED COUNTRIES

Appendix

Data sources

The following sources of data were used as inputs into the models described on pages 13-15.

Airbus

Alstom

IRENA

Argonne National Laboratory

KU Leuven

ATA/Ellondee

Lazard batteries & PNNL PumpHydro/efficiency PNNL

Aviation Services

Madhusudhanan et al.

Bane NOR

Marine Insight

Boeing

Mayer_et_all_Macroeconomic Implications

BP

MDPI - EAF steelmaking profitability

Bureau of International Recycling

Mitsubishi

Chalmers U

National Bureau of Statistics of China

Columbia - SIPA Center on Global Energy Policy

NeocarbonEnergy

Compass International

NREL

CRAVEzero

OECD

Duke University

OICA

ECMWF

Oliver Wyman

EconnectEnergy

Oxford University Research Archive

Efficiency Maine

PNNL

EnergieHeld

Power Engineering

EntsoG

Power Mag

Equinor

ScienceDirect

ETH Zurich

SeaRoutes

Getting to Zero Coalition (Global Maritime Forum)

SINTEF

GFEI

Society of Naval Archietects and Engineering

GHG Protocol - WRI/ WBCSD

Solar load profiles

GIIGNL

Tecolote

Global Efficiency Intelligence

Tsinghua Univerisity, Building Energy Research Centre

Hydrogen Council

uic

ICAO

UK Government

ICCT

UNCTAD

IEA

University of Piraeus

IEAGHG

Wartsila

IFEU

WEF

[1ASA

World Resources Institute

IMO

World Shipping Council

Intergovernmental Panel on Climate Change

World Steel Association
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BlackRock Investment Institute

The BlackRock Investment Institute (BII) leverages the firm’s expertise and generates proprietary research to provide
insights on macroeconomics, sustainable investing, geopolitics and portfolio construction to help Blackrock’s portfolio

managers and clients navigate financial markets. Bll offers strategic and tactical market views, publications and digital
tools that are underpinned by proprietary research.
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Summary

* The impact of climate change is being increasingly felt
worldwide: in recent years, we’ve seen more frequent
extreme weather events, rising global temperatures and
ballooning spending on disaster recovery. We’re seeing
a growing response across businesses, governments
and society to address climate change on two fronts.
First, by building resilience to it — the focus of this
paper. Second, by limiting it by transitioning to a low-
carbon economy — one of five mega forces we see
shaping markets and economies.

» Climate change is expected to continue over coming
decades, no matter how the low-carbon transition
unfolds from here. The result? Climate-related
damages are set to keep mounting in coming years.
It’s difficult to put a number on the impact on human
health and wellbeing — but the quantifiable economic
damage is already growing fast. Our research suggests
climate-related economic damages could detract about
5% from global GDP by 2050, varying widely by region.

* We think that means extensive investment will be
needed in products and solutions that build climate
resilience. Climate resilience refers to the ability to
prepare for, adapt to and withstand climate hazards
and to rebuild better after climate-related damages.
Think early monitoring systems to predict floods, air
conditioning to better cope with heatwaves, or
retrofitting buildings so they better withstand extreme
weather. It is distinct from decarbonization, or limiting
future warming by reducing emissions.

* We expect demand to grow for products and services
that increase resilience and help society assess and
manage risks. Some market growth is already evident —
and we think policy, regulation and markets will spur
more. We also expect greater spending on rebuilding
after climate disasters. As this market grows, we see
climate resilience emerging as a new investment
theme.

Authors

Defining this emerging investment theme is complex,
as it spans different types of responses such as early
warning systems, climate technology and building
materials to help protect against disparate types of
climate hazards across sectors. We divide climate
resilience into three sub-themes: 1) assessing and
quantifying risks, 2) managing risk and 3) rebuilding
physical infrastructure.

Investing in climate resilience is both distinct from and
complementary to investing in the low-carbon
transition for several reasons, in our view. One reason is
sector exposure: we see investment opportunities in
resilience solutions spanning sectors, including
some subsectors underrepresented in typical
transition exposures - such as healthcare, water
utilities and professional services.

We believe there are opportunities to invest in climate
resilience solutions across public and private equity
and debt. We think financial markets may be
underappreciating the prospects for companies that
enable climate resilience.

In public equities, we use our proprietary resilience
metric to identify companies enabling climate
resilience and define a broad investment universe.
Combined with further analysis, this allows us to
generate a concentrated thematic basket — our
preferred approach given the many uncertainties
around this new theme. Regardless of the portfolio
approach taken, we find that, in public equities, even a
narrow definition can generate exposure to a broad
spectrum of industries and sectors.
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Climate risk: here and now

The effects of climate change are materializing now:
multiple records have been broken in recent years, with
average sea and surface temperatures hitting repeated
new highs and Antarctic sea ice coverage shrinking to its
smallest on record earlier this year, according to NASA.

These are not one-offs that simply revert: climate change
is manifesting as constant and gradual shifts over
decades, the IPCC reports. We’re witnessing persistent
increases in average annual temperatures, precipitation
and sea levels. Climate change is also triggering acute
weather events like extreme heat, widespread floods,
wildfires and severe drought — and we’ve seen an increase
in their frequency and intensity over recent years. Recent
advances in “climate attribution science” are increasingly
making it possible to quantify the extent to which such
events are the result of climate change.

Climate-related events primarily affect human health and
well-being - the economic cost of which is difficult to
quantify. The economic damage that can be quantified is
already material - and growing. The number of events
with inflation-adjusted damages above US$1 billion has
steadily increased over the past roughly four decades. See
the chart top right. The U.S. hit a record number of such
events just nine months into 2023. Climate damages can
disrupt economic activity and result in productivity losses.
Take, for example, low water levels in the Panama Canal
and Europe’s River Rhine, due to droughts, that have at
times slowed shipping activity. We also saw a pullback in
nuclear power production in France last summer due to
high water temperatures resulting from extreme heat.

Yet impacts - economic and beyond - are set to keep
increasing as most scientific institutions expect climate
change to continue in the near term, regardless of the

Real physical damages mount
U.S. events with inflation-adjusted losses over $1 billion
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Sources: NOAA National Centers for Environmental Information (NCED U.S. Billion-
Dollar Weather and Climate Disasters (2023)., data as of November2023. Notes: The
yellow bars show the number of climate events with losses greater than US$1 billion. The
data include droughts, flooding, severe storms, hurricanes, wildfires, winter storms and
freezes. The orange line shows the total cost as a ten-year moving average. The data are
adjusted for inflation using 2022 dollars. All currency figures are in USD.

Rising temperatures
Global temperatures under different emissions scenarios
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speed of the transition to a low-carbon world. The amount
by which global temperatures rise over the next 10 years
is nearly identical across the range of scenarios assessed

B

by organizations such as the Intergovernmental Panel on
Climate Change. See the chart below right. Longer term, a
faster transition could limit climate risk and damages.

Our BlackRock Investment Institute Transition Scenario
(BIITS) informs an assessment, on behalf of clients, of
how the low-carbon transition is most likely to play out
based on what we know and expect today — and the
potential portfolio impact. The BIITS suggests that
climate-related physical damages could detract more
than 5% from GDP by 2050.

It also shows that emerging markets are likely to bear the
major share of those losses. Why? Many are in tropical
latitudes that are vulnerable to climate-related events and
have fewer resources to invest in resilience solutions like
upgraded infrastructure and early warning systems. They
typically have less access to protective infrastructure,
healthcare and insurance — and tend to be highly reliant
on climate-sensitive sectors like agriculture.

2021-2040 2041-2060 2081-2100

Very low Very high

BlackRock Investment Institute and Aladdin Sustainability Analytics, with data from the
IPCC Sixth Assessment Report Working Group 1 Summary for Policymakers, December
2023. Notes: The chart shows estimated increases in average global surface
temperaturesvs the 1850-1900 reference period over three different time horizons for
five climate scenarios laid out by the IPCC. Black lines represent the IPCC's “best
estimate.” Colored error bars represents an uncertainty range estimated by the IPCC as
“very likely” (a probability of 90-100%). These scenarios cover a range of possible
outcomes but there is no assessment of the likelihood of individual scenarios

Emissions
scenarios
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Resilience: a growing market

We are already seeing early signs of increased demand for
resilience solutions — products and services that help
companies, households and economies anticipate,
prepare for and cope with climate-related events. For
example, consumers are increasingly seeking out
solutions that help them cope with warmer temperatures
and poorer air quality. A case in point: Demand for home
air-filtration appliances in the northeastern U.S. spiked
during the Canadian wildfires in early 2023. As the chart
shows, air conditioner sales are also increasing. As
temperatures climb, more and more U.S. households and
firms are likely to install air conditioning, including in
areas where a cooler climate has typically made it less
prevalent, like northwestern and far northeastern U.S.
Growth is expected to be even greater in other countries
where heatwaves are becoming more frequent and air
conditioning is less common. For example, only 19% of
European households have air conditioning, up from 10%
in 2000 and compared with 78% in North America,
International Energy Agency data from 2022 show.

Disaster aid in the U.S. has reached record levels in recent
years, driven both by increasing numbers of extreme
weather events and by huge Covid-related spending. The
five-year running average in the U.S. has now reached
over $25 billion a year, including pandemic spending, or
$15 billion a year excluding it — five times, or three times
respectively, the amount it was spending a decade ago,
according to Federal Emergency Management Agency
2022 estimates. Should the recent trend persist, the cost
of disaster rebuilding in coming years could reach levels
akin to the $39 billion of energy investments linked to the
more widely discussed U.S. Inflation Reduction Act.

What's clear: it’s likely to take extensive investmentin
coming years to build society’s resilience to growing
climate impacts — and we see potentially attractive
investment opportunities from doing so. Sizing the
opportunity requires answering two key questions, in our
view: What’s the growth potential in the likely market for
resilience-related products and services? How much
growth have markets already priced in? We see both
growth and pricing creating investment opportunities.

We also see policy, regulation and economic forces
driving market growth for resilience products. U.S. public
spending on climate resilience includes US$50 billion
from the Infrastructure Investment and Jobs Act and over
US$20 billion from the Inflation Reduction Act. Other
policy support comes from building code updates in the
U.S. and the EU that explicitly focus on improving climate
resilience or, in Asia, the AllB’s bond issue specifically
targeting resilient infrastructure. Regulatory disclosure
requirements may also catalyze resilience investments —
for instance, jurisdictions around the world are mandating
climate risk disclosure for firms, and adapting to climate
change is one of the six environmental objectives of the
EU Taxonomy introduced in 2021.

Keeping cool
U.S. household air-conditioning, 2011-2021
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Sources: BlackRock Investment Institute and U.S. Census, with data from the American
Housing Survey, December 202 3. Notes: The chart shows the number of U.S. households
that have air conditioning installed either centrally and covering the whole home (red bars)
orin anindividual room (yellow bars), as well as the number (pink bars) and share (green
line) of households that do not have any type of air conditioning.

Markets are starting to price in physical risks, as a recent
review by the Bank of International Settlements found. As
market participants become more attuned to the impacts
of extreme weather, they are seeking to reduce their
exposure to related losses.

For example, energy companies, insurers and financial
investors are increasingly utilizing weather derivatives,
investment contracts whose payoff is determined by
weather variables like temperature, precipitation, snowfall
or wind. Data compiled by Reuters shows that open
interest in weather derivatives is rising and reached new
monthly highs of 200,000 contracts in 2023, a fourfold
increase in just a year. Another example is insurance
markets. In Florida, annual property insurance payments
rose to an average of $4,200 in 2022 - triple the U.S.
average — as several insurance providers pulled out of the
market. Yet our assessment of U.S. municipal bond and
publicly listed utilities found that those risks are still
largely underpriced, presenting possible investment
implications, in our view.

As markets better price in risks, we expect they will also
start pricing in growth in demand for resilience solutions
(see next page). In our view, this will be driven both by
projected revenue growth and by investor sentiment, as
investors with sustainability objectives increasingly
recognize resilience as a theme driving sustainability
outcomes.
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Defining the opportunities

Much of our past climate modelling and analytics has
been focused on understanding and quantifying physical
risk. We recognized that investors increasingly needed
tools that could allow them to quantify and incorporate
climate risks in their portfolios. We now have a much
better understanding of those risks — and how to assess
them. We continue that research, but we also now expand
it. We have developed a new framework that helps define
resilience solutions, which enables us to better identify
investment opportunities, as we explore on the next page.

Up to now, climate resilience has largely been considered
a financial risk issue and an area requiring public finance
—and less an area ripe for private investment. Yet public
financing is still well below investment needs, particularly
in infrastructure and in emerging markets. We believe
capital markets can play a role in plugging part of this
investment gap, notably when it comes to financing
products and services that provide climate resilience. Yet
what might be considered an investment in climate
resilience is not straightforward: different types of climate
risk warrant different responses, and they can vary further
still across sectors. As a result, myriad taxonomies have
been developed by different organizations and firms as an
effort to categorize resilience as an investment theme.

We distinguish between activities that prepare for climate
damage and those that repair it. Resilience infrastructure
(bright yellow sections in the table below) is largely the
purview of public finance, so we focus on investment
opportunities in resilience solutions (light yellow
sections), grouping them under three key subthemes:

* Prepare: Assess and quantify risks: Here we include
products and services that help monitor conditions like
air or water quality, predictimminent disasters and
enable immediate action.

Example resilience activities by category

PREPARE: Assess and manage risk

* Prepare: Manage risks: This category refers to
solutions that: 1) help prepare for climate impacts; 2)
ensure resilient and reliable supply of essentials like
water, food and energy; and 3) improve quality of life. It
also includes solutions in the fields of disaster
preparedness and recovery.

* Repair: Built environment: In this category, we
include activities to upgrade physical structures — like
buildings, energy grids, water supply — so they are
more resilient to climate-related events. Not all
rebuilding adds resilience; it some cases they may
actually reduce it. So, it’s key to differentiate here.

The table below provides some examples of products and
services for each subtheme. We believe they are likely to
benefit - to varying degrees - from the growing demand
for climate resilience. We think markets likely
underappreciate the extent of that growth in demand,
creating potential investment opportunities.

Investing in climate resilience is complementary to
investing in the low-carbon transition for several reasons,
in our view. One reason is sector exposure: we see
investment opportunities in resilience solutions spanning
sectors, including some subsectors underrepresented in
typical transition exposures — such as healthcare, water
utilities and professional services. We recognize some
aspects of investing in climate resilience may be at odds
with investing in the low-carbon transition. For example,
the manufacture or operation of some resilience solutions
may generate emissions, like production of cement for sea
walls. Investors with transition-related goals can seek out
synergies across the two themes - for instance, power
grid stability and batteries, or energy-efficient heating,
ventilation and air conditioning that could benefit as the
grid decarbonizes.

REPAIR: (Re)Build smarter

Resilience solutions

Resilience
Type e ; ; ; infrastructure
Assess & quantify risks Manage risks Built environment
Municipal/sovereign
Asset . . . - .
Public equity, private equity, corporate credit bonds, real assets,
classes . -
project finance
Monitoring: air quality Food/ag.: precision Construction: heating, Flood protection:
sensors, weather agriculture technology, ventilation and air seawalls, levees,
stations, satellites drought-resistant conditioning; weather- stormwater
. crops, aseptic resistant materials and management
Analytics: weather ps, asep . 9
] packaging paints
forecasting, early- Water supply:
warning systems, Health: cold/cool item Water supply: on-site treatment, storage
Examples

climate risk analytics

Business intelligence:
supply chain analytics,
industrial production
and operations

transportation, disease
surveillance, remote
healthcare (telehealth)

Risk transfer:
parametric insurance*,
weather derivatives

harvesting/recycling,
smart water meters

Energy supply: on-site
generation and storage

desalination

Energy supply:
distributed grids,
microgrids, storage,
weatherized infra

Source: BlackRock Investment Institute, Aladdin Sustainability Analytics, December 202 3. Notes: The table is for illustrative purposes and is subject to change without notice.
*Parametric insurance is insurance that pays out a prespecified amount if a given event occurs, as opposed to an amount based on the actual losses incurred. 5
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Moving to implementation

Implementing this emerging investment theme in
portfolios requires a solid understanding of climate risks
and how they might evolve. That helps investors form a
view on which resilience solutions and companies are
most likely to see growth.

We think investors need tools that allow them to carry out
such an assessment. As an example, BlackRock’s Aladdin
Climate models how climate-related hazards - tropical
cyclones, wildfires, extreme temperatures — and their
related damages may impact asset values, business
continuity and labor productivity. We then use asset
valuation models to calculate the financial impacts at the
security and portfolio levels under different climate
scenarios. Investors use these insights to evaluate the
impact on valuations of publicly traded securities,
including municipal bonds and mortgage-backed
securities, as well as for ongoing risk monitoring.

Climate analytics can help us establish what corporate
investment needs and priorities might be in terms of
insulating business operations from specific climate
impacts. For example, extreme heat and drought strain
agricultural yields — so companies or regions that are
particularly exposed to that risk may invest heavily in crop
protection solutions. Through this analysis, we can build a
picture of where we see market opportunities for
resilience solutions.

We believe there are opportunities to invest in climate
resilience across public and private equity and debt. In
public equity, we find them by first identifying companies
enabling climate resilience. This is not always obvious as
those companies don’t typically market their products
specifically as “climate resilient”, and existing datasets
don’t yet explicitly capture exposure to climate resilience.
We have developed our proprietary resilience metric,
taking a data-driven approach and using both revenue-
based metrics and natural language processing — into
which we input our definitional framework.

Climate resilience solutions in practice

Category Climate risk
Water shortages and reliable
supply: In many advanced
economies, water utility and
Prepare: supply infrastructure is
Assess and decades old and not equipped

quantify risks to be regularly stressed by
heatwaves, flooding and

unseasonal precipitation.

Extreme weather: Most
homes are not built for

Repair: extreme weather. External
Buildings and parts of a house are especially
infrastructure likely to be exposed to

increased variability in
humidity and temperature.

Resilience opportunity

Innovative technology: U.S. water
meter producers are monitoring
source water quality so they can
respond to water chemistry
changes (due to storms, algae
blooms, industrial discharge).

Expansion of addressable market
for niche products: High-
performance building materials
exist, but their use may be limited.
Examples include high-
performance glass, insulation and
heat-resistant paint.

This metric provides a systematic way for us to identify
companies involved in the activities identified in our
framework as resilience solutions (excluding
infrastructure, since that’s typically the purview of public
finance). This helps to define a broad investment universe
for climate resilience. We then apply research and
fundamental expertise to inform our view and look at
company fundamentals to validate our findings.

We can use our proprietary resilience metric in portfolios
to gain broad-based exposure to climate resilience, tilting
into companies that score well on our metric, and we can
adjust thresholds and weights based on conviction and
client choice.

We can also use the investment universe as the starting
point for further analysis of company fundamentals and
the application of investment criteria to generate a
concentrated thematic basket. We like the fundamental
thematic approach for resilience, since resilience is still an
emerging theme with many uncertainties. That’s why it
takes deep industry knowledge and research to pick
suitable stocks — making this theme fertile ground for
potential opportunities for portfolio managers with access
to thematic and sector expertise.

Regardless of the approach taken, we find that, in public
equities, even a narrow definition of resilience would
speak in favor of getting exposure to a broad spectrum of
industries and sectors. Materials and industrial sectors
are likely to feature more heavily given the physical
requirements of adapting buildings and infrastructure.
The utilities and energy sectors have a dual role to play:
they are adapting both to decarbonize and to be more
resilient to climate events.

Technology is another sector with an outsized role:
connectivity and communication are crucial to predicting
and responding to weather events and to monitoring
environmental conditions.

Example company solution

A U.S. company is driving
adoption of “advanced
metering infrastructure” that
allows for real-time water
measurement. Alarms and
triangulation enable a fast
response to burst pipes and
leaks, reducing water loss and
system downtime.

A large U.S. decking company
has a proprietary process to
convert waste into durable,
weather-resilient and visually
appealing composite decking.

Source: BlackRock Investment Institute, December 202 3. Notes: The table offers hypothetical examples of climate resilience solutions and is for illustrative purposes only. Views are

subject to change.
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Executive summary

The transition to a low-carbon economy is among a handful of major
structural shifts that we see rewiring economies, sectors, and businesses.

Clients are increasingly asking BlackRock how to mitigate investment risks and capture

opportunities associated with climate and the low-carbon transition.

200

To help inform the choices BlackRock offers our clients, in June 2023 we commissioned

iResearch Services, an independent third-party research consultancy, to conduct a market

Institutional
investors

survey on our behalf. The survey seeks to better understand institutions’ needs and

preferences related to investing in the low-carbon transition.

iResearch Services polled 200 institutional investors globally, representing $8.7 trillion*
in assets under management, with the goal of providing a representative sample across

15+

Countries

regions and organization types. All survey respondents are involved in the investment

process at their respective organizations. Survey responses have not been edited and solely
represent the opinions of the respondents at the time of the survey.

The results offered a lens into how institutional investors globally are thinking about

$8.7T

AUM
represented

investing in the low-carbon transition. Four key themes emerged:

O1.

Low-carbon transition
as an investment priority

56% of investors who took this survey indicated that
they plan to increase transition allocations in the next 1-3
years, and 46% said navigating the transition is their most
important investment priority in the next 1-3 years.

03.

Spotlight on whole portfolio, fixed
income, KPIs?, and performance

Respondents expressed that there are some product
offerings gaps (e.g., whole portfolio approach, emerging
markets, fixed income), as well as other challenges with
transition allocations (e.g., tracking KPIs).

02.

A mix of
approaches

Globally, the majority - 56% - of respondents indicated

a preference for a whole portfolio approach to transition
investing, while 41% expressed a preference for an asset-
class-by-asset-class approach.

04.

Managers’ research and
deal access are key

When it comes to selecting a transition partner, institutional
investors are looking for an asset manager with strong
research capabilities, access to proprietary deals, and
performance track record.

As a fiduciary, BlackRock invests on our clients’ behalf to help them meet their investment objectives. Our role in the
transition is to help clients navigate investment risks and opportunities, not to engineer a specific decarbonization outcome
in the real economy. Our investment approach is informed by three principles: we provide choice, we seek the best risk-
adjusted returns within the mandates clients give us, and we underpin our work with research, data, and analytics.

1 Currency is shown in USD
2 Key Performance Indicators
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About the survey

Understanding a diverse set of client perspectives

The survey polled 200
institutions around the
globe. Their sizes and
geographies varied widely.!

Institution size (USD)

34%
31%
15%

)
8% 8%

l B
$500M  $1B-  $10B- $25B- $100B- >$300B
-$18  $10B  $25B  $100B  $300B

Other
APAC
Singapore

3%
Japan 4%

3%
4%

United States

Hong Kong

Australia 8% Canada

APAC

Other 5%
European .
EMEA 10% United
4% Kingdom
Netherlands
4%
Italy 5% 10%
Switzerland 6% 6% Nordics
Germany France
Organization breakdown
30%
27%
20%
6% 6% 6%
5%
Corporate Insurer Public  Foundation Endowment Family Official
pension pension office institution
/ sovereign
wealth

1 Percentages shown on subsequent pages may not always add to 100% due to rounding.
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Low-carbon transition
e as an investment priority

Q Where does navigating the transition to a low-carbon economy rank in your investment

priorities in the next 1-3 years?

46 952"

2°/o

This is our most This is one of Not a priority
important priority many priorities atall

Q I Have you set any transition investment objectives across your portfolio?

98% of investors
that took this
survey have

set some kind

of transition
investment
objective for
their portfolios.

Net zero by 2050 or
other date 75%

Ayear-on-year

emissions reduction 52%
Climate

solutions 50%
Temperature

alignment 30%

We have not set any
transition objectives 2%
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Low-carbon transition
as an investment priority
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Q How do you expect to change your allocations to transition strategies over the
next 1-3 years?

Significant
increase

Small
increase

No
change

Small
decrease

Significant
decrease

Global

10%

9%

1%

46%

34%

U.S. and Europe
Canada
13% 11%
52% 44%
25% 37%
10% 8%
0% 0%

Asia
Pacific
5%
40%
42%
10%
2%

56% of survey respondents are looking to increase their allocations to transition
strategies, with investors in U.S. and Canada expressing the strongest intention to
increase allocations.
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A mix of
e approaches

Q I If you’re planning to increase your allocation to transition strategies, is the
increase at an asset class level or on a whole portfolio basis?!

56°/o 4 1°/o 3°/o

Whole portfolio Asset-class- Hybrid
approach by-asset-class approach

A maijority of respondents indicated a preference for a whole portfolio approach to
investing in the low-carbon transition, while 41% of respondents expressed a conviction
for an asset-class-by-asset-class approach.

1 For respondents who indicated that they planned to increase asset allocations to transition investing over the next
1-3 years.
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Spotlight on whole portfolio, fixed
e income, KPlIs, and performance

Q In which asset classes do you intend to increase allocation to transition
strategies? Please select all that apply.*

5 5°Io

43% % %
‘I'o 39 34% 32% 31% 28% 27% 24%

Index Whole Emerging Active Infra- Real Developed Private Venture Index

fixed portfolio market fixed structure estate market credit capital / equity
income solutions strategies income strategies growth
equity

Q I Where do you wish to see more transition and sustainable investing products available?
Please select all that apply.

6 0 %

47 % 4 3 % % %
I I I i i 320/0 240/0 220
JTIT

Whole Emerging Index Active Real Infra- Private Developed Private Venture
portfolio market fixed fixed estate structure credit market equity capital /
solutions strategies income income strategies growth

equity

The top asset classes where institutional investors intend to increase allocations are index
fixed income, whole portfolio solutions, and emerging markets. They would like to see
more products available in the same asset classes in which they intend to increase
allocations, particularly whole portfolio solutions.

1 For respondents who indicated that they planned to increase asset allocations to transition investing over the next
1-3 years.
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Spotlight on whole portfolio, fixed
income, KPIs, and performance

Q What are the biggest challenges when allocating to transition strategies?
Please select all that apply.

%
46 Identifying and measuring appropriate
KPIs across the whole portfolio

%
44 It may lead to lower

risk-adjusted returns

36% o o
Availability of transition
investment products

3 2°/o

Data and research

30* |
Stakeholder disagreement
on approach

5 %o

We're taking a “wait
and see” approach

%
0 No challenges
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Managers’ research and
e deal access are key

Q What are the most important considerations when selecting your transition investing
manager? Please rank up to 3 responses.

Strength of sustainable and

transition investing research 14% 46% 600/0

Access to proprietary deals

related to sustainability and 239% 29% 520/0

the transition

Performance of sustainable

and transition solutions 11% 35% 46"/0

Approach to shareholder
votes on sustainability 20% 24% 44°/o

Breadth of sustainable and
transition solutions

29% 39*

The manager’s own
corporate commitments to
achieving net zero emissions

19% 28

The manager’s own brand as

being a leader in sustainability [ [ V7S 16% 260/0

and the transition

Membership with
external memberships
(e.g., GFANZ, PRI)

Il.% 6
2%

. Ranked 1stin importance Ranked 2nd or 3rd

Institutional investors rank sustainable and transition investing research, proprietary
deal access, and performance of sustainable and transition solutions as the most
important factors in selecting a manager for transition allocation. 23% of investors
ranked access to proprietary deals as their top consideration.
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Survey methodology

The Global Transition Investing survey was conducted in June 2023. All respondents in this survey were institutional
investors sourced by an independent third-party research consultancy. Respondents were asked to answer questions
about the transition to a low-carbon economy, including their approach to portfolio allocations for the transition,
portfolio transition objectives, and which qualities are important when selecting a transition asset manager. Respondents
were also asked to respond to their level of responsibility for making investment decisions across the organization’s
portfolio. Further questions related to organization type, size, and location were included in order to gather insight about
respondent demographics.

Any opinions expressed reflect our survey results as of June 2023. They are not intended to be a forecast of future events
or a guarantee of future results. There is no guarantee that any forecasts made will come to pass.

Numbers or percentages may not add up to 100 due to rounding.

Sample size is 200 global respondents throughout unless indicated otherwise. This includes 100 respondents in Europe,
40 respondents in Asia Pacific,and 60 in North America (Canada and the United States).
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Disclosures

Capital at risk. All financial investments involve an element of risk. Therefore, the value of the investment and the income
from it will vary and the initial investment amount cannot be guaranteed.

The material is for information purposes only. It is not intended for and should not be distributed to, or relied upon by
members of the public.

It is not intended to be a forecast, research or investment advice, and is not a recommendation, or an offer or solicitation
to buy or sell any securities or to adopt any investment strategy. The opinions expressed are subject to change. References
to specific securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and
should not be interpreted as recommendations. Reliance upon information in this material is at the sole risk and discretion
of the reader. The material was prepared without regard to specific objectives, financial situation or needs of any investor.

Past performance is not a reliable indicator of current or future results.
In the U.S., this material is for Institutional use only — not for public distribution.

In Canada, this material is intended for institutional investors only, is for educational purposes only, does not constitute
investment advice and should not be construed as a solicitation or offering of units of any fund or other security in any
jurisdiction.

In Latin America, for Institutional Investors and Financial Intermediaries Only (Not for public distribution). This material
is for educational purposes only and does not constitute an offer or solicitation to sell or a solicitation of an offer to buy
any shares of any fund (nor shall any such shares be offered or sold to any person) in any jurisdiction in which an offer,
solicitation, purchase or sale would be unlawful under the securities law of that jurisdiction. It is possible that some or
all of the funds mentioned in this document have not been registered with the securities regulator of Argentina, Brazil,
Chile, Colombia, Mexico, Panama, Peru, Uruguay or any other securities regulator in any Latin American country and thus
might not be publicly offered within any such country. The securities regulators of such countries have not confirmed the
accuracy of any information contained herein. No information discussed herein can be provided to the general public in
Latin America.

In Argentina, only for use with Qualified Investors under the definition as set by the Comision Nacional de Valores (CNV).
In Peru, for use only with institutional investors as such term is defined by the Superintendencia de Banca, Seguros y AFP.

In Colombia, the offer of each Fund is addressed to less than one hundred specifically identified investors, and such Fund
may not be promoted or marketed in Colombia or to Colombian residents unless such promotion and marketing is made
in compliance with Decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign
financial and/or securities related products or services in Colombia.

IN MEXICO, FORINSTITUTIONAL AND QUALIFIED INVESTORS USE ONLY. INVESTING INVOLVES RISK, INCLUDING
POSSIBLE LOSS OF PRINCIPAL. THIS MATERIAL IS PROVIDED FOR EDUCATIONAL AND INFORMATIONAL
PURPOSES ONLY AND DOES NOT CONSTITUTE AN OFFER OR SOLICITATION TO SELL OR A SOLICITATION OF AN
OFFERTOBUY ANY SHARES OF ANY FUND ORSECURITY. This information does not consider the investment objectives,
risk tolerance or the financial circumstances of any specific investor. This information does not replace the obligation of
financial advisor to apply his/her best judgment in making investment decisions or investment recommendations. Itis your
responsibility to inform yourself of, and to observe, all applicable laws and regulations of Mexico. If any funds, securities
or investment strategies are mentioned or inferred in this material, such funds, securities or strategies have not been
registered with the Mexican National Banking and Securities Commission (Comisiéon Nacional Bancaria y de Valores, the
“CNBV?”) and thus, may not be publicly offered in Mexico. The CNBV has not confirmed the accuracy of any information
contained herein. The provision of investment management and investment advisory services (“Investment Services”) is a
regulated activity in Mexico, subject to strict rules, and performed under the supervision of the CNBV. These materials are
shared for information purposes only, do not constitute investment advice, and are being shared in the understanding that
the addressee is an Institutional or Qualified investor as defined under Mexican Securities (Ley del Mercado de Valores).
Each potential investor shall make its own investment decision based on their own analysis of the available information.
Please notethatbyreceiving these materials,itshall be construed as arepresentation by thereceiverthatitis an Institutional
or Qualified investor as defined under Mexican law. BlackRock México Operadora, S.A. de C.V., Sociedad Operadora de
Fondos de Inversion (“BlackRock México Operadora”) is a Mexican subsidiary of BlackRock, Inc., authorized by the CNBV
as a Mutual Fund Manager (Operadora de Fondos), and as such, authorized to manage Mexican mutual funds, ETFs and
provide Investment Advisory Services. For more information on the Investment Services offered by BlackRock Mexico,
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please review our Investment Services Guide available in www.blackrock.com/mx. This material represents an assessment
at a specific time and its information should not be relied upon by the you as research or investment advice regarding the
funds, any security orinvestment strategy in particular. Reliance upon information in this material is at your sole discretion..
BlackRock México is not authorized to receive deposits, carry outintermediation activities, or act as a broker dealer, or bank
in Mexico. For more information on BlackRock México, please visit: www.blackRock.com/mx. BlackRock receives revenue in
the form of advisory fees for our advisory services and management fees for our mutual funds, exchange traded funds and
collective investment trusts. Any modification, change, distribution or inadequate use of information of this document is
not responsibility of BlackRock or any of its affiliates. Pursuant to the Mexican Data Privacy Law (Ley Federal de Proteccidon
de Datos Personales en Posesidn de Particulares), to register your personal data you must confirm that you have read and
understood the Privacy Notice of BlackRock México Operadora. For the full disclosure, please visit www.BlackRock.com/
mx and accept that your personal information will be managed according with the terms and conditions set forth therein.
BlackRock® is a registered trademark of BlackRock, Inc. All other trademarks are the property of their respective owners.

For Offshore Wealth Investors, For Institutional investors and financial intermediaries only (not for public distribution).
The information contained herein is for informational purposes only and is not intended to be relied upon as a forecast,
research orinvestmentadvice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any
investment strategy. An assessment should be made as to whether the information is appropriate for you having regard to
your objectives, financial situation, and needs. This information does not consider the investment objectives, risk tolerance,
or the financial circumstances of any specific investor. This information does not replace the obligation of financial advisor
to apply his/her best judgment in making investment decisions or investment recommendations.

This material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or MiFID Rules) only
and should not be relied upon by any other persons.

In the UK and Non-European Economic Area (EEA) countries: this is Issued by BlackRock Investment Management (UK)
Limited, authorised and regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue, London,
EC2N 2DL. Tel: +44(0)20 7743 3000. Registered in England and Wales No.02020394. For your protection telephone calls
are usually recorded. Please refer to the Financial Conduct Authority website for a list of authorised activities conducted
by BlackRock.

In the European Economic Area (EEA): this is Issued by BlackRock (Netherlands) B.V. is authorised and regulated by the
Netherlands Authority for the Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 - 549
5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are usually recorded.

For qualified investors in Switzerland: This documentis marketing material. Until 31 December 2021, this document shall
be exclusively made available to, and directed at, qualified investors as defined in the Swiss Collective Investment Schemes
Act of 23 June 2006 (“CISA”), as amended. From 1 January 2022, this document shall be exclusively made available to,
and directed at, qualified investors as defined in Article 10 (3) of the CISA of 23 June 2006, as amended, at the exclusion
of qualified investors with an opting-out pursuant to Art. 5 (1) of the Swiss Federal Act on Financial Services (“FinSA”). For
information on art. 8 / 9 Financial Services Act (FinSA) and on your client segmentation under art. 4 FinSA, please see the
following website: www.blackrock.com/finsa.

In South Africa: Please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial
Services provider with the South African Financial Services Conduct Authority, FSP No. 43288.

In the Middle East: The information contained in this document, does not constitute and should not be construed as an
offer of, invitation or proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial
product, service and/or strategy. Whilst great care has been taken to ensure that the information contained in this
document is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in
reliance thereon. You may only reproduce, circulate and use this document (or any part of it) with the consent of BlackRock.

The information contained in this document is for information purposes only. It is not intended for and should not be
distributed to, or relied upon by, members of the public.

The information contained in this document, may contain statements that are not purely historical in nature but are
“forward-looking statements”. These include, amongst other things, projections, forecasts or estimates of income. These
forward-looking statements are based upon certain assumptions, some of which are described in other relevant documents
or materials. If you do not understand the contents of this document, you should consult an authorised financial adviser.
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In DIFC: This information is for Professional Clients as defined under the Dubai Financial Services Authority (“DFSA”)
Conduct of Business (COB) Rules only. It does not constitute and should not be construed as an offer of, invitation or
proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial product, service and/
or strategy. Whilst great care has been taken to ensure that the information contained in this document is accurate, no
responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance thereon. You may
only reproduce, circulate and use this document (or any part of it) with the consent of BlackRock.

Blackrock Advisors (UK) Limited -Dubai Branch is a DIFC Foreign Recognised Company registered with the DIFC Registrar
of Companies (DIFC Registered Number 546), with its office at Unit L15 - O1A, ICD Brookfield Place, Dubai International
Financial Centre, PO Box 506661, Dubai, UAE, and is regulated by the DFSA to engage in the regulated activities of
‘Advising on Financial Products’ and ‘Arranging Deals in Investments’ in or from the DIFC, both of which are limited to units
in a collective investment fund (DFSA Reference Number FOO0738).

In the Kingdom of Saudi Arabia: Issued in the Kingdom of Saudi Arabia (KSA) by BlackRock Saudi Arabia (BSA), authorised
and regulated by the Capital Market Authority (CMA), License No. 18-192-30. Registered under the laws of KSA. Registered
office: 29th floor, Olaya Towers — Tower B, 3074 Prince Mohammed bin Abdulaziz St., Olaya District, Riyadh 12213 - 8022,
KSA, Tel: +966 11 838 3600. The information contained within is intended strictly for Sophisticated Investors as defined in
the CMA Implementing Regulations. Neither the CMA or any other authority or regulator located in KSA has approved this
information. The information contained within, does not constitute and should not be construed as an offer of, invitation or
proposal to make an offer for, recommendation to apply for or an opinion or guidance on a financial product, service and/
or strategy. Any distribution, by whatever means, of the information within and related material to persons other than those
referred to above is strictly prohibited. The information contained in this document is intended strictly for sophisticated
institutions.

In the United Arab Emirates this material is only intended for -natural Qualified Investor as defined by the Securities and
Commodities Authority (SCA) Chairman Decision No. 3/R.M. of 2017 concerning Promoting and Introducing Regulations.
Neither the DFSA or any other authority or regulator located in the GCC or MENA region has approved this information.

For investors in Israel: BlackRock Investment Management (UK) Limited is not licensed under Israel’s Regulation of
Investment Advice, Investment Marketing and Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry
insurance thereunder.

In Bahrain: The information contained in this document is intended strictly for sophisticated institutions.

In Kuwait: The information contained in this document is intended strictly for sophisticated institutions that are
‘Professional Clients’ as defined under the Kuwait Capital Markets Law and its Executive Bylaws.

In Qatar: The information contained in this document is intended strictly for sophisticated institutions.
In Oman: The information contained in this document is intended strictly for sophisticated institutions.

In Australia & New Zealand, issued by BlackRock Investment Management (Australia) Limited ABN 13006 165975, AFSL
230523 (BIMAL) for the exclusive use of the recipient, who warrants by receipt of this material that they are a wholesale
client as defined under the Australian Corporations Act 2001 (Cth) and the New Zealand Financial Advisers Act 2008
respectively.

This material provides generalinformation only and does nottake into accountyourindividual objectives, financial situation,
needs or circumstances. Before making any investment decision, you should therefore assess whether the material
is appropriate for you and obtain financial advice tailored to you having regard to your individual objectives, financial
situation, needs and circumstances. Refer to BIMALs Financial Services Guide on its website for more information. This
material is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any
financial productin any jurisdiction.

This material is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such
distribution or use would be contrary to local law or regulation. BIMAL is a part of the global BlackRock Group which
comprises of financial productissuers and investment managers around the world. BIMAL is the issuer of financial products
and acts as an investment manager in Australia. BIMAL does not offer financial products to persons in New Zealand who
are retail investors (as that term is defined in the Financial Markets Conduct Act 2013 (FMCA)). This material does not
constitute or relate to such an offer. To the extent that this material does constitute or relate to such an offer of financial
products, the offer is only made to, and capable of acceptance by, persons in New Zealand who are wholesale investors (as
that term is defined in the FMCA).
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BIMAL, its officers, employees and agents believe that the information in this material and the sources on which it is based
(which may be sourced from third parties) are correct as at the date of publication. While every care has been taken in
the preparation of this material, no warranty of accuracy or reliability is given and no responsibility for the information is
accepted by BIMAL, its officers, employees or agents. Except where contrary to law, BIMAL excludes all liability for this
information.

In China, This material may not be distributed to individuals resident in the People’s Republic of China (“PRC”, for such
purposes, not applicable to Hong Kong, Macau and Taiwan) or entities registered in the PRC unless such parties have
received all the required PRC government approvals to participate in any investment or receive any investment advisory or
investment management services.

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not beenreviewed by the
Securities and Futures Commission of Hong Kong. This material is for distribution to “Professional Investors” (as defined in
the Securities and Futures Ordinance (Cap.571 of the laws of Hong Kong) and any rules made under that ordinance.) and
should not be relied upon by any other persons or redistributed to retail clients in Hong Kong.

In Japan, this is issued by BlackRock Japan. Co., Ltd. (Financial Instruments Business Operator: The Kanto Regional
Financial Bureau. License No375, Association Memberships: Japan Investment Advisers Association, The Investment
Trusts Association, Japan, Japan Securities Dealers Association, Type Il Financial Instruments Firms Association) for
Professional Investors only (Professional Investor is defined in Financial Instruments and Exchange Act).

For Southeast Asia: this document is issued by BlackRock and is intended for the exclusive use of any recipient who
warrants, by receipt of this material, that suchrecipientis aninstitutionalinvestors or professional/sophisticated/qualified/
accredited/expert investor as such term may apply under the relevant legislations in Southeast Asia (for such purposes,
includes only Malaysia, the Philippines, Thailand, Brunei and Indonesia). BlackRock does not hold any regulatory licenses
or registrations in Southeast Asia countries listed above, and is therefore not licensed to conduct any regulated business
activity under the relevant laws and regulations as they apply to any entity intending to carry on business in Southeast Asia,
nor does BlackRock purport to carry on, any regulated activity in any country in Southeast Asia. BlackRock funds, and/or
services shall not be offered or sold to any person in any jurisdiction in which such an offer, solicitation, purchase, or sale
would be deemed unlawful under the securities laws or any other relevant laws of such jurisdiction(s).

This material is provided to the recipient on a strictly confidential basis and is intended for informational or educational
purposes only. Nothing in this document, directly or indirectly, represents to you that BlackRock will provide, or is providing
BlackRock products or services to the recipient, or is making available, inviting, or offering for subscription or purchase, or
invitation to subscribe for or purchase, or sale, of any BlackRock fund, or interests therein. This material neither constitutes
an offer to enter into an investment agreement with the recipient of this document, nor is it an invitation to respond to it by
making an offer to enter into an investment agreement.

The distribution of the information contained herein may be restricted by law and any person who accesses it is required
to comply with any such restrictions. By reading this information you confirm that you are aware of the laws in your own
jurisdiction regarding the provision and sale of funds and related financial services or products, and you warrant and
represent that you will not pass on or utilize the information contained herein in a manner that could constitute a breach of
such laws by BlackRock, its affiliates or any other person.

In South Korea, this information is issued by BlackRock Investment (Korea) Limited. This material is for distribution to
the Qualified Professional Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-
regulations) and for information or educational purposes only, and does not constitute investment advice or an offer or
solicitation to purchase or sells in any securities or any investment strategies.

In Singapore, this document is provided by BlackRock (Singapore) Limited (company registration number:200010143Nfor
use only with institutional and accredited investors as defined in Section 4A of the Securities and Futures Act, Chapter 289
of Singapore. This advertisement or publication has not been reviewed by the Monetary Authority of Singapore.

In Taiwan, Independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100,
Songren Rd., Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600.

For Other Countries in APAC: This material is provided for your informational purposes only and must not be distributed
to any other persons or redistributed. This material is issued for Institutional Investors only (or professional/sophisticated/
qualified investors as such term may apply in local jurisdictions) and does not constitute investment advice or an offer or
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