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December Market Highlights

December’s FOMC meeting saw rates kept steady, with the last meeting of the year marking the third
consecutive time where the Fed chose to hold off on monetary policy changes. The Fed indicated that
Global while inflation remained elevated, it had eased over the year, and signaled that rates would be cut three
Rates times in 2024. Yields rallied strongly against the dovish tone, and the 2Y yield ended the month at
4.25% and the 10Y at 3.88%. Meanwhile, the ECB and BOE saw no changes to rates in December,
while the BOJ kept its monetary policy unchanged. 10Y yields in Japan fell, ending the month at 0.61%.

November’s strong performance continued in December, as the two-month rally in fixed income
delivered positive returns across the board, especially within risk assets. Credit spreads in the US trend

Credit downwards to end the year, with the US IG credit spread narrowing by 5bps, while the US HY credit
spread decreased by 47bps. In the region, Asia |G credit spreads edged downwards by 7bps, alongside
HY credit spreads which also crept downwards by 13bps.

Performance and yield level of key asset classes as of 2023/12/29

Total Return Yield level Spread level (bps)
(credit only)
Index YTD QTD MTD Dec-end AMTD Dec-end AMTD
Global Aggregate 5.72% 8.10% 4.16% 3.51%]| -0.42%
Aggregate |US Aggregate 5.53% 6.82% 3.83% 4.53% | -0.52%
Japan Fl, N-BPI 0.49% 0.89% 0.41% 0.62%| -0.02%
Treasury & US Treasury 4.05% 5.66% 3.37% 4.08% | -0.47%
Agency Agency MBS 5.05% 7.48% 4.31% 4.68% | -0.58%
China(CGB+PB) 4.71% 1.44% 1.04% 2.49%| -0.16%
US IG Corporates 8.52% 8.50% 4.34% 5.06%| -0.54% 99 -5
Credit US HY Corporates 13.45% 7.16% 3.73% 7.59% | -0.84% 323 -47
(IG & HY) Asia IG, JACIIG 7.42% 5.60% 2.69% 5.13%]| -0.48% 148 -7
Asia HY, JACI HY 4.76% 6.28% 2.01% 14.49% | -0.44% 892 -13
Emerging EM HC, EMBI GD 11.09% 9.17% 4.73% 7.84%| -0.68% 384 -21
Markets EMLC, GBI-EM 12.70% 8.07% 3.21% 6.19%| -0.28% |- -

Source: Bloomberg, as of 29 December 202 3. See notes at the bottom for indices used. 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. Indices are unmanaged and one cannot invest directly in an index.

FX Hedging: FX Forward Premium or Cost as of 2023/12/29
FX Forward Premium or Cost is associated mainly with short-term interest rate differential between domestic and
foreign currency (& currency basis). This impact can be positive or negative depending on the currency pair.

Currency to Hedge (Forward tenors: 3-month and 12-month, annualized)

3M 12M
> USD EUR USD EUR
S JPY -5.65% -4.20% -5.00% -3.46%
5 KRW -2.11% -0.64% -1.88% -0.29%
% AUD -1.07% +0.40% -0.60% +1.01%
LS CNY -2.24% -0.78% -1.98% -0.40%
SGD -1.67% -0.21% -1.49% +0.09%

Source: Bloomberg, as of 29 December 202 3. Indices used: BBG Global Aggregate Index (USD, unhedged), BBG US Aggregate Index (USD), NOMURA BPI (JPY), BBG US Treasury Index (USD),
BBG Agency MBS Index (USD), BBG China Treasury & Policy Bank Index (CNY), BBG US IG Corporate Index (USD), BBG US HY Corporate Index (USD), JP Morgan Asia Credit IG Index (USD), JP
Morgan Asia Credit HY Index (USD), JP Morgan EMBI Global Diversified Index (USD), JP Morgan GBI-EM Index (USD, unhedged). Reference to the company name mentioned in this
communications is merely for explaining the investment strategy, and should not be construed as investment advice or investment recommendation of those companies.
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2023 December iShares Status Flow

1. Inlight of the festive season, global iShares Fixed Income ETFs saw lighter flows, but
continued to draw in +$5B in December. Following the trend in November, Credit (+$4.4B)
remained the highlight across sectors, with strong inflows into broad market High Yield (+$3.2B).
Volumes relatively toned down compared to the prior month amid the dovish rhetoric, although
Q4 saw highest quarterly flows industry-wide across bond ETFs in 2023.

2. Flow trend reversal in US Treasuries further exhibits a general risk-on sentiment. Investors
net sold UST positions (-$3.2B) for the first time in 2023, with outflows primarily concentrated on
the short end of the curve. YTD net flows nevertheless sum to +$61B, topping all sectors.

3. UCITS target maturity product suite saw record-high inflows (+$571M) since launch in
August. Investors have continued to build on their portfolios using Investment Grade target
maturity ETFs throughout H2, with December flows into the product suite contributing to 28% of
total assets. The AUM for the product suite surpassed the $2B mark by year-end.

4. Emerging market debt (+1.2B) stayed on investors’ radar and remained in favor. Reversing the
strong outflows in Q3, Q4 marks the best quarter for EM debt (+$1.6B) in 2023, with general
preference for broad market hard currency over local currency ETFs.

5. More broadly, industry-wide bond ETFs finished 2023 setting record inflows globally,
surpassing $300B for the first time while marking the fifth consecutive year adding over $200B.

Long Dur Int Dur Short Dur Broad ‘
U.S. Treasury I Non-US Sovereign [l ABS Emerging Markets [l Inflation
Multi Sector/Agg Investment Grade Municipal High Yield
133,621
86,342
61375 45,205
30,640 9,273 22,100 14,996
7,968 5,338 3,982 580 5,745 ‘ 11,539 9,574 9,101
(9,773) (20,744)
iShares Flow YTD (US$M) Industry Flow YTD (US$M)

Top/Bottom iShares Fixed Income ETF Sector Flows

Top 5 Exposures MTD Flow % of T 3 Erares YTD Flow % of
($M) AUM ($M) AUM
Multi Sector - Broad 4,806 3% U.S. Treausry - Long Dur 32,187 46%
High Yield - Broad 2,929 5% Multi Sector - Broad 30,640 19%
U.S. Treasury - Long Dur 2,085 3% U.S. Treausry - Short Dur 15,352 15%
Emerging Markets - Broad 1,180 3% U.S. Treausry - Int Dur 13,039 20%
Investment Grade - Broad 946 1% Investment Grade - Broad 6,467 6%
Top 5 Exposures Total 11,945 Top 5 Exposures Total 97,685
Bottom 5 Exposures M'I;:I\I;I)ow Z:J?Vfl Bottom 5 Exposures YT(I;'CII;’ W lo of AUM
U.S. Treausry - Short Dur (3,403) -3% Investment Grade - Short Dur (5,480) -10%
Inflation - Broad (1,350) -5% Inflation - Short Dur (5,291) -56%
U.S. Treausry - Broad (1,105) -5% Inflation - Broad (4,550) -16%
U.S. Treausry - Int Dur (881) -1% Multi Sector - Short Dur (2,874) -24%
Inflation - Short Dur (571) -6% High Yield - Short Dur (2,159) -32%
Bottom 5 Exposures Total (7,309) Bottom 5 Exposures Total (20,353)

Source: BlackRock, as of Dec 31 2023. Reference to $ refers to USD.
iShares and industry ETF flows encompass globally listed products. ‘Broad’ categories reference blended maturity products.
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Could 2024 be the year for bonds?

As we enter the new year, fixed income takes centre stage yet again, and is poised to present new opportunities
for investors with the tide appearing to have turned. This month, we look back on 2023 and look ahead to the
opportunities in 2024.

Bonds come roaring back

Bonds finished the year with the strongest two-month rally in decades as yields continued their sharp drop in
December, a surprising turn which saw the asset class end 2023 with positive returns following two consecutive
years of losses. The ‘everything rally’ meant that despite USD cash having outperformed all major global fixed
income exposures apart from US High Yield up till October, by the end of the year, most fixed income sectors
saw comparable or higher returns than cash.

Figure 1: Fixed income and cash performance 2023
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Source: BlackRock, as of 29 December 202 3. Reference to LD12TRUU, IDCOTC, IDCOTL, LBUSTRUU, LEGATRUU, COAQ, JPEIDIVR, JPGCCOMP,HUCO Index.

Not too late to join the party

With inflation normalising and rate hikes appearing to be

Figure 2: How does the Bloomberg Global Agg
Index returns look after a Fed pause?

at an end, this year, bonds might truly be back. Bond 25.0% 3M “6M m1lY m2Y
markets have priced in six rate cuts from the Fed for 2024, g 20.0% 5
with the first cut expected in March. A decline in bond g 15.0% 7
yields should translate into return opportunities from e 10.0%

price appreciation, while current levels of yields offer E 5.0%

compelling income even if rates remain elevated. In & 0.0%

contrast, sticking with cash means losing out on a rally in E -5.0% s
prices during a regime of falling rates, making a switch to L 1995 2006 2018 2023
bonds a compelling choice. Pause  Pause Pause Pause

Source: BlackRock, Bloomberg, Federal Reserve, as of 29 December 202 3. Reference to Bloomberg Global Aggregate Index. Returns indicated in USD. based on returns within respective calendar
years. Returns indicated in USD. The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results.

2024 will be a year to pick your spots in fixed income

Extending duration is the key question, though investors may Figure 3: Pre-GFC vs current yield curve

not yet find that the risk-return justifies a move to the long- . 6.0%
end of the curve imminently. For those who are anticipating E °:°, N-\o.._._w
normalisation of the yield curve, with an upward-sloping 5 o 4.0%
term structure and a positive term premium more consistent § 5
with levels before the Global Financial Crisis (GFC), they may & g 2.0% June 2008
consider two spots below to allocate to before taking g _E =@=December 2023
significant exposure to the long-end (also featured in the >00% ————— 77— —
BlackRock 2024 Outlook Implementation Guide): SR A G A S S S
The intermediate portion (3-7Y maturity) Hard Hard currency emerging markets debt
Target of the yield curve represents the ‘sweet Currer!cy offers more than 7% yield today, against
Maturity spot’ that' can be us.ed to lock i.n yield§ Emerging a relat.ively supportive backdrop of falling
that are still at multi-decade highs. With Markets inflation where some central banks have
iBonds ETFs, investors can target specific Debt already started cutting rates, and limited

points on the curve to secure attractive,
high quality income.

growth slowdown compared to that seen
in developed markets

Source: BlackRock, Bloomberg, as of 29 December 202 3. Reference to YCGT0025 Index (Figure 3) JPEICORE, 136659US Index (Target Maturity and Hard Currency EMD).
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https://www.blackrock.com/institutions/en-axj/literature/whitepaper/q1-2024-implementation-guide-np.pdf

The Great Yield Reset

Bond ETFs and the generational opportunity in fixed income

BlackRock In 2022, we published a paper on why we believe global fixed
income ETFs will reach US$5 trillion in AUM by 2030. Since
then, market events have put a spotlight on its continued

The great importance.

[ ]
Y|e|d reset In our latest whitepaper, “The Great Yield Reset”, we outline
S S —— why we continue to be excited about the growth of bond ETFs.
opportunity in fixed income We see a generational opportunity for investors to rethink

their portfolios, with a greater focus on fixed income. Driven by
a desire for transparency, access, liquidity and efficiency, we
believe ever greater numbers of institutional investors will
turn to bond ETFs to retool and refocus portfolios as they
navigate the rapidly changing dynamics of this bond market.

Source: BlackRock, “All Systems Go”, as of May 2022. There is no guarantee that any forecasts
made will come to pass.

Key themes we discuss in this piece:

A generational opportunity

1 The new regime of greater macro and market volatility is here to stay and demands a new
investment playbook, with more frequent asset allocation changes.

Time for a portfolio rethink

2 We believe the average multi-asset portfolio is under-allocated to fixed income, and now is the
time to increase fixed income allocations.

Getting active with index

3 Bond ETFs are made for these times, enabling investors to make rapid tactical asset allocation
changes, improve operational efficiency, and enhance the liquidity of fixed income portfolios.

Index Your Bonds with Asia Credit

IShares
Asia bond markets definitely have a part to play in the next leg of INDEx
growth in index and ETF adoption. As investors continue to move
beyond the “active versus passive” debate, constant product YOUR
innovation will offer increasingly precise sources of potential
returns, and help lead more investors to embrace bond index BONDS
bU|Id|t:19 bloc.ks alon95|c.je high conviction active strategies in with Asia Credlt
pursuit of optimal portfolio outcomes. b- 0 C
In this Asia-focused “Index Your Bonds” paper, we spotlight D 0 s QL O<
iShares Asia Credit exposures, provide insights on how they are 9@ ”00 v (5
managed in practice, and discuss how innovations such as ESG i @ O Ak 0‘
integration will make indexing an integral part of investing in Asia ’ 7 '0 QL éea é‘
fixed income. e ‘ - @Y. ;Y
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https://www.blackrock.com/hk/en/literature/whitepaper/great-yield-reset-whitepaper-apac.pdf
https://www.blackrock.com/hk/en/literature/whitepaper/great-yield-reset-whitepaper-apac.pdf
https://images.marketing.blackrock.com/Web/BlackRock/%7Ba149edc0-e71f-410a-9852-7f716e7c270e%7D_Asia_Credit_-_Index_Your_Bonds_-_v2023_for_AI_updated_STAMPED.pdf?cid=emc:iSharesAxj2023IndexYourBondWP:INST:ENL:AxJ:APAC&elq_mid=80047&elq_cid=6203589&elq_cmp=30351
https://images.marketing.blackrock.com/Web/BlackRock/%7Ba149edc0-e71f-410a-9852-7f716e7c270e%7D_Asia_Credit_-_Index_Your_Bonds_-_v2023_for_AI_updated_STAMPED.pdf?cid=emc:iSharesAxj2023IndexYourBondWP:INST:ENL:AxJ:APAC&elq_mid=80047&elq_cid=6203589&elq_cmp=30351

Important information

This material is prepared by BlackRock for informational or educational purposes only and is intended solely for Professional and
Institutional investors. This material is provided to the recipient upon the understanding that information provided herein is strictly
confidential and is intended solely for the exclusive use of its recipient and in no manner, whatsoever, constitutes an offer or
solicitation to purchase or sell in any securities or iShares Funds, nor shall any securities or units be offered or sold to any personin
any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction.

There are risks associated with investing, including loss of principal. Past performance is not indicative of future performance and is
no guide to future returns. The value of investments involving exposure to foreign currencies can be affected by exchange rate
movements. Investment in emerging market countries may involve heightened risks such as increased volatility and lower trading
volume, and may be subject to a greater risk of loss than investments in a developed country. The use of synthetic instruments such
as derivatives may create exposure to market counterparty risk. Index performance returns do not reflect any management fees,
transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index. This material contains general
information only and is not intended to represent general or specific investment advice. The information does not take into account
your financial circumstances. An assessment should be made as to whether the information is appropriate for you having regard to
your objectives, financial situation and needs. You are reminded to refer to the relevant prospectus for specific risk considerations
which are available from BlackRock or the iShares websites.

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among
other things, projections, forecasts, estimates of yields or returns. This material is not intended to be relied upon as a forecast,
research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any
investment strategy. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at
the sole discretion of the reader.

The opinions expressed are as of the day of distribution and may change as subsequent conditions vary. The information and
opinions contained in this material are derived from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are
not necessarily all-inclusive and are not guaranteed as to accuracy. They do not necessarily reflect the views of any company inthe
BlackRock Group or any part thereof and no assurances are made as to their accuracy. No part of this material may be reproduced,
stored in retrieval system or transmitted in any form or by any means, electronic, mechanical, recording or distributed without the
prior written consent of BlackRock.

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed 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 Singapore, this is issued by BlackRock (Singapore) Limited (Co. registration no. 200010143N) for use only with
institutional/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 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 Taiwan, Independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100, Songren Rd.,
Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600.

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.

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 such recipient is an institutional investors 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.
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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 solicitation to purchase or sell in
any securities, BlackRock funds or any investment strategy nor shall any securities be offered or sold to any person in any jurisdiction
in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction.

The information provided here is not intended to constitute financial, tax, legal or accounting advice. You should consult your own
advisers on such matters.

THIS MATERIAL IS HIGHLY CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED TO PERSONS OTHER THAN THE
RECIPIENT.

iShares® and BlackRock® are registered trademarks of BlackRock, Inc., or its subsidiaries in the United States and elsewhere. All other
trademarks, service marks or registered trademarks are the property of their respective owners.

© 2024 BlackRock Inc. All rights reserved.

FOR PROFESSIONAL, ACCREDITED, INSTITUTIONAL AND WHOLESALE INVESTORS USE
ONLY - NOT FOR PUBLIC DISTRIBUTION (PLEASE READ IMPORTANT DISCLOSURES) MKTGM0224A/S-3396523-6/6



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6



