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Welcome letter

Where are private markets headed? What will they look like in 20307

Those are questions clients have posed since the rate shocks ended forty
years of ever-declining rates. Are the brightest days in private markets
behind us?

We think no — that the brightest days are ahead. Everywhere we see clients
seeking long-dated, profitable assets to match their long-dated liabilities.

Mark Wiedman

Head of Global Client Business

Industry estimates show private markets growing from US$13 trillion today
to more than US$20 trillion by 2030.1 Here are four drivers we see.

Private markets allocations will continue growing across all client
segments, especially wealth. Allocations to private markets in wealth
management remain in their infancy—just 1-2% for individual investors and
nearly zero for defined contribution systems globally. Even modest
increases will drive growth. To help meet private markets demand from U.S.
wealth advisors, we are partnering with Partners Group to provide advisors
with access to private equity, credit, real assets, and liquid alternatives
within a model portfolio. And in 2025 we are excited to bring more
BlackRock institutional products to clients in Europe, Asia, and the
Americas.

Private credit and infrastructure will grow fastest. Together, they make up
about 20% of private markets today, but by 2030 we expect this share to
grow to 30%. Private credit is being fueled by the growing comfort and need
for CFOs to diversify their funding beyond banks, and by trillions of dollars
in loans migrating from bank balance sheets to longer-dated liability
investors like insurance, pensions, and wealth. Infrastructure, meanwhile, is
driven by the fiscal constraints of states with aging populations, the Al and
data center revolution, and the energy transition.

Source: 1. Preqin, September 2024,
Carne Atlas, August 2024.

There is no guarantee that any
forecasts made will come to pass.

FOR PROFESSIONAL, INSTITUTIONAL, WHOLESALE AND QUALIFIED
INVESTORS USE ONLY (PLEASE READ IMPORTANT DISCLOSURES) EPMM1224U/M-4108241-3/32



We expect annual energy investment to rise from US$2.2 trillion today to over
US$3 trillion by decade’s end. Our confidence in the growth of these sectors
is what’s behind our acquisitions this year of HPS Investment Partners” and
Global Infrastructure Partners, making us one of the top private credit firms
in the world, and the #1 infrastructure player.! In markets where scale brings
direct benefits to investors, we are proud to be bringing these excellent
capabilities to our clients.

Client needs are driving industry consolidation. Investors increasingly
prefer to work with a smaller set of branded, scaled, multi-product providers
that can deliver solutions across their whole portfolios. That’s true in public
markets, where 77% of all net money went to five global firms between 2019
and 2023;2 we are one of them. And now private markets are following the
same trend. The top six private markets firms captured 22% of flows in 2019,
42% in 2023, and 63% in the first half of this year.3 We think that trend will
continue in private markets, and it’'s our aspiration to be one of those, too.

Fog will give way to transparency. Compared to the radical transparency in
public markets, we face the fog of private markets. But as clients allocate
more to private markets, they’re demanding better data to drive investment
decisions, capital formation, risk management, and portfolio construction. To
meet these needs, we acquired eFront in 2019—our tech platform for
managing client portfolios across public and private assets—and Preqgin—the
world leader in private markets data—earlier this year.

Thank you for exploring our Private Markets Outlook as we turn to 2025. We
look forward to serving you across your entire portfolio.

Sources: 1. Infrastructure Investor 11/1/2024. 2. Simfund for US MFs, GBI for global ETFs, Broadridge for non-US MFs; as of
Dec. 2023. Reflects Mutual Funds and ETFs; excludes money market funds, closed end funds, Wealth SMAs, private markets
and FoFs. Excludes China, India funds. 3. Preqin for industry gross fundraising, as of Jun'24, public filings for private markets
competitors,as of Q2,2024.

*Transaction projected to close in 2025.
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Key takeaways

v

BlackRock.

The brightest days for private markets are still ahead, driven
by higher investment activity, elevated-but-lower financing
costs and greater demand for long-term capital.

Industry estimates project private markets could grow from
US$13 trillion today to more than US$20 trillion by 2030. We
believe private debt and infrastructure will grow the fastest.

Private debt continues to expand globally, and into new
avenues of finance, with wide performance dispersion
depending on borrower size and sector.

Investors can access the transformative possibility
offered by artificial intelligence through infrastructure,
as well as debt, private equity and real estate.

A series of profound changes in the world’s demographics,
energy demand, digital technology and supply chains
continue to propel investment across private markets.

Deal activity is rising in both the M&A and IPO markets,
which should drive more exits and distributions across
private equity.

Many real estate valuations are nearing their bottoms,
creating opportunities, though price recovery will take
time, with wide dispersion among sectors and regions.
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Introduction

The new world that investors face is one shaped by increasingly
intersecting mega forces, which drive long-term growth. And this
presents a new climate for private assets.

Fundamentals across private markets remained resilient throughout
2024, setting the stage for growth, as a new phase in private markets
begins. This new phase is marked by elevated investment activity, a rise
in exits, lower financing costs and more demand for long-term capital.

A more favorable rate environment helped energize IPO and M&A
activity, with implications across private markets. Dry powder remains
on the sidelines, but we see new investment and exit activity
accelerating in 2025 as prices find clearing levels.

Even amid a rise in distributions, investors will likely remain focused
on the capital requirements and overall liquidity of their portfolios. As
such, secondaries will continue to be an integral part of portfolio-
management toolkits.

Global divergence in economic growth seems possible, with the U.S. at
the forefront. At the same time, a resurgence of distributions and deal
activity should enable the recycling of capital and allow for fundraising
to rebound.

It's a volatile environment with secular shocks becoming more common,
where private markets are well positioned by their long-term investment
lens. Geopolitics remains at the top of investors’ minds. The recent U.S.
elections were just one of more than 70 elections in 2024 in which half
of the world’s population went to the polls, with potential implications
into 2025 and beyond for policy, geopolitical tensions, trade, supply
chains and energy security.

A new wave of investment into the real economy should help transform
markets, as more companies stay private for longer. One major growth
area is Al, which presents a range of opportunities across all private
asset classes.

BlackRock.

Distributions make a comeback

Breaking an eight-year streak, distributions have started to outpace
capital calls.
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Source: BlackRock, Pregin Annual Capital Called & Distributed across Private Capital 2014 -
3/31/2024. Latest data available at the time of publication. Data accessed on 11/7/2024.
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Capturing the Buidout
AI OppOI‘tu nity Energy Chips Computing

Generation, storage and Manufacturing, equipment infrastructure

distribution and materials :
Artificial intelligence has the potential to Data centers, cooling systems

reshape economies. We are still at the and networks
beginning of a transformative investment [ | |
cycle for Al, spanning development, adoption, T n T
and transformation. The opportunity set will e rarerarerarersrErenrarararenraransarnnenrannnrns AT
evolve over time across both public and :
private markets. While today’s headlines are
dominated by tech giants, they represent the Models .

tip of the iceberg. We believe private markets Data and foundation models
are key to the Al's investment story and offer
access to the entire value chain.

In the initial phase, the key cost components
include developing new data centers,
generating sufficient power and increasing
the chip supply. The next layer of investment
will contribute to the expanding capabilities

of Al. Finally, early-stage growth companies
are likely to drive Al adoption in non-traditional
sectors, potentially becoming acquisition Applications and services
targets for larger firms. For investors, this Developers, Al-ready devices and B2C/B2B
presents an opportunity to engage with applications

potentially transformative Al use cases
before they go public.

Adoption

Transformation

Forillustrative purposes only. . ) )
The set of examples for each category is not comprehensive. B Infrastructure Private debt Private equity Real estate
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New frontiers

Private markets are evolving rapidly and becoming more accessible to a
broader range of investors. Governments and regulators around the
world have taken an interest in giving defined contribution plans more
access to private markets. In the wealth space, private banks and asset
managers are creating new ways for high-net-worth individuals to
invest in private assets.

This democratization comes with challenges. These emerging vehicles
require new processes. Ensuring that private markets are effective
within the portfolios of these new investors calls for portfolio

Poised for growth

construction expertise to build diversification, while providing a degree
of liquidity.

Solving these challenges requires a broad suite of tools. Modelling is
essential to predict cashflows, manage liquidity and optimize holdings.
Equally important is finding the right mix with public-market assets to
provide liquidity and mitigate the J-curve often seen in private markets.

We are still in the early stages of this new phase in the private markets,
with rapid developments in product design, regulatory frameworks, as
well as the tools and solutions for clients.

Private capital is forecast to continue its rapid growth into the next decade.

30 US$29T
Private equity
Private credit
25 @ Infrastructure
— 20
&
D US$15T
15
I
10
5 US$4T
0

2013

2033

Source: Partners Group analysis of Pregin data as of Q1 2023. Private Equity inclusive of Venture Capital. There is no guarantee that any forecasts made will come to pass.
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The Al infrastructure
growth cycle

The race to develop next generation Al
technology continues to accelerate.

As the technology advances and
adoption levels grow, Al's potential to
transform industries and daily life is
becoming increasingly apparent. To
support this rapid growth in Al adoption,
substantial investment in supporting
infrastructure, particularly data centers
and power, is crucial.

BlackRock.

Infrastructure Private debt Private equity Real estate

A Global

Infrastructure
W Partners

a part of BlackRock
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Accelerating trend

Al requires unprecedented levels of computational power, and data
centers are the critical infrastructure enabling this by hosting the
servers responsible for Al training and inference.

While data center demand is already robust due to the rapid growth

of data and ongoing cloud adoption, the emergence of Al is driving

an incremental surge of data center demand, leading to a large-scale 219
global effort to develop over 150GW of incremental capacity by 2030.

As a result, total capex for data center development is expected to

exceed US$1.5 trillion over the same period.

Capacity needed
Data center demand — by GW — is expected to grow at a 22% CAGR. Al uplift

Cloud

2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Source: McKinsey Data Center Demand Models, RBC BlackRock Investment Institute, BNEF, Grid Strategies, Goldman Sachs Research. Note: There can be no assurances that any forecasts or estimates will materialize.
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Infrastructure Private debt Private equity Real estate

Power is a key component of data center operations, as the servers operators are increasingly forming partnerships with power producers
they house require significant energy for compute and processing. and exploring "behind-the-meter" solutions, generating their own off-
Data centers housing graphics processing units utilized for Al grid power through solar, wind, natural gas, and even nuclear energy.

applications require even more power, often 10-15x that of traditional
cloud deployments. According to McKinsey forecasts, U.S. data
centers could require approximately 600 TWh of electricity by 2030,

Given the massive investment required to meet growing Al data
center demand and the complexity of integrating power and data

a three-fold increase versus 200 TWh in 2023 center development capabilities, we believe this is an opportunity
’ set ripe for experienced infrastructure investors across digital
As a result, the need for additional power generation and transmission infrastructure and energy.

infrastructure will only intensify. In response, many data center

New generation

Data center energy requirements are expected to represent more than 50% of U.S. electricity growth.
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Source: McKinsey Data Center Demand Models, RBC BlackRock Investment Institute, BNEF, Grid Strategies, Goldman Sachs Research. Note: There can be no assurances that any forecasts or estimates will materialize.
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Infrastructure Real estate

A wider addressable market

Private debt continues to cement its status as a sizable and scalable
asset class for a wide range of long-term investors. But there is plenty
of room for growth. At US$1.6 trillion® in global AUM, the asset class
accounts for 10% of the US$16.4 trillion alternative investment universe.
The momentum behind the growth of private debt is being driven by a
few major factors.

Private debt is taking on more fundings previously executed in the public
markets, which increasingly focus on deals that are prohibitively large for
most middle-market companies. Companies are also relying on private
lenders more for financing as they stay private for longer. And they have
come to value the certainty of execution and flexibility that private debt
provides. At the same time, banks are more selective in how they use their
capital. Lastly, investors have an increased comfort and familiarity with
the asset class.

In 2025, we expect more performance dispersion, requiring granular
credit selection. This year’s vintages should benefit from additional clarity
on the monetary policy front, with our base case of supportive growth in
the U.S,, alongside a still-attractive backdrop of yield support.

New horizons

The definition of private debt continues to expand as private debt
investors start to participate more in asset-backed finance, a

US$5.5 trillion segment in the U.S. alone, according to Oliver Wyman.?
Asset-backed financing encompasses debt related to consumer
spending, hard assets, commercial financing and intellectual property,
among other categories.

The current market share of asset-backed finance held by private
lenders is estimated at roughly 5% today,? and private lenders are
poised to fill in the gaps left by banks, as they have within corporate
credit and real estate. We expect this trend to accelerate in 2025,
alongside growing appetite for such private-debt investments globally,
most notably from U.S. insurers.3

Private debt is also becoming more global. While North America
represents more than 60% of total private debt AUM,* Europe and
Asia-Pacific have been growing. Today, these regions are more reliant
upon bank financing, suggesting a significant opportunity for private
debt to expand, similar to the funding diversification that has taken
place in the U.S. Regional expertise is essential to navigating these
markets, which are fragmented in terms of competition and pricing,
offering their own idiosyncratic risks.

As an asset class, private debt is expanding to take on parts of the far-larger U.S. specialty financing market, based on Oliver Wyman’s market sizing.

) 1,600

s@ 1,200

€&

-5 2 800
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20 400
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k7] Auto Credit Consumer Equipment Business
w cards loans & software vehicles

Telco & Aircrafts RETIR Solar Receivables, Supply chain
data centers containers inventory finance
& other ABL

-___

 Consumerfinance Hard assets Commercial finance

Source: 1. Preqin, September 2024. 2. “Private Credit's Next Act,” April 2024 by Huw van Steenis and colleagues, Oliver Wyman. The Oliver Wyman analysis and estimates were aggregated from a range of sources including, but not limited to:
Federal Reserve Board (Z1 tables, G19, G20 and H8); Federal Reserve Bank of New York; Federal Reserve Bank of Dallas; Bureau of Transportation Statistics (BTS); Dealogic; Conning, Inc., Conning Esoteric ABS Strategy Fact Sheet — used
with permission; Finsight.com; Structured Finance Association; Boeing (Commercial Aircraft Finance Market Outlook); Secured Finance Network; Equipment Leasing and Finance Association; Morgan Stanley Research; CACIB Research;
company reports and disclosures. 3. “Asset-backed finance: Unpacking the structural shifts,” Blackrock, May 2024. 4. Preqin, November 2024.
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Infrastructure Private debt Private equity Real estate
Deepening dispersion

One of the main themes we see persisting into 2025 is dispersion, Defaults by size
but not widespread market disruption. This applies to liquid
corporate credit, commercial real estate, and even the financial
strength of the U.S. consumer—and private debt is no exception.

One area where dispersion is apparent is in the covenant default rates
among companies of differing sizes.

While many developed market central banks have begun a process @ 2Q2023 3Q2023 4Q2023 1Q2024 2Q2024

of normalizing monetary policy, interest rates remain elevated by
historical standards. In the U.S,, for example, we expect monetary
policy normalization — rather than easing — which suggests corporate
borrowers will continue to navigate an environment marked by a
higher cost of capital (at least relative to the post-financial crisis era).

35%

30%
In aggregate, corporate borrowers in the private debt market have
demonstrated notable resilience. But that resilience is not equal in
all parts of the market. Covenant defaults declined to 2.6% over five
consecutive quarters ending June 30, 2024, according to the size-
weighted covenant default rate for the Lincoln International
Proprietary Private Market Database, which includes 5,200 U.S.
companies. But the instance-weighted default rate, which illustrates
the stress faced by smaller borrowers, tells a different story. It ended
the same period at 7.5%, up from 6% a quarter before.

25%

20%

15%

Default rate

In terms of covenant default rates, dispersion by sector should
continue. Each industry faces its own unique set of growth drivers
and headwinds, creating different degrees of cyclicality, pricing
power, operational agility, and financial flexibility. For example, the 10%
consumer sector has generated higher covenant default rates in

recent quarters as consumers contend with higher inflation.

Finally, trends among vintages will also be important to monitor in 5%

the year ahead. Relative to more recent vintages, we expect to see

increased amendment and covenant default activity among the I I
vintages that were formed in an environment of exceptionally low 0%

<US$10M US$10M - US$30M - US$50M - >US$100M
30M 50M 100M

Annual EBITDA

interest rates.

Source: BlackRock, Lincoln International Valuations & Opinions Group Proprietary Private Market Database. As of 2Q2024. Note: A default is defined as a covenant default and not a monetary default. The analysis was performed based on a
size-weighted approach, which considered the total net debt balance for each of the portfolio companies that had a defaulting security in the respective quarter. © 2023 Lincoln Partners Advisors LLC. All rights reserved. Used with permission.
Third-party use is at user's own risk.
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Deal watching We expect 2025 to be a dynamic investing environment, with higher
fiscal spending and deficits, along with structurally higher inflation
and interest rates relative to the post-financial-crisis era. As
numerous policy and economic questions play out, the most
important factor will be the growth backdrop.

As the macroeconomic picture clarifies, M&A should
make a comeback in the coming year.

@ Strategic Sponsor

The elevated pace of growth, which has prevailed in the U.S. for
much of 2023 and 2024, has been a significant contributor to the

3,000 resilience of private debt, as well as borrowers’ ability to navigate a
higher-cost-of-capital environment.

For private debt investors, robust economic expansion can reduce
the risk of a significant increase in defaults and credit losses. Such
an expansion is also a key input for the forward path of monetary
policy, in our view. For example, slower — or fewer — Federal Reserve
rate cuts relative to market pricing, because of strong economic
activity can likely be easily digested by the liquid and private credit
markets — and may be a welcome development for yield-based
investors in floating rate products. By contrast, slower — or fewer —
rate cuts because of reaccelerating inflation would be a much less
favorable backdrop for credit, in our view, especially if coupled with
1,500 weaker economic activity.

2,500

2,000

The current environment is one with scope for M&A activity to
accelerate as the broader macro backdrop becomes clearer —
notably the path for monetary policy in the U.S. and Europe. That
clarity may support plans to move ahead with more strategic and
sponsor-related transactions. A rebound in sponsor-related M&A,
which has lagged the recent recovery in strategic volumes, should
provide an opportunity for private debt managers to deploy
available capital.

M&A volumes (US$B)

1,000

500

Credit — both liquid and private — is a growth-sensitive asset class.
Within private debt, this factor is most critical for speculative-grade
credit rated below investment grade.

Even amid growth and expansion, investors should remain
conscious that dispersion will likely remain the case across
private debt, highlighting the importance of granular credit

Source: BlackRock, Dealogic (ION Analytics.) Strategic and sponsor M&A announced by selection and structural protections.
North American acquirers, by year-to-date period. Captures deals valued at US$100m or
more, at announcement. Excludes cancelled and withdrawn deals. As of October 22, 2024.
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Infrastructure Private debt Private equity
Deal activity revives

We see the tide turning for private equity in 2025, spurred by a more Stabilizing exit values
supportive rate environment and a restart of M&A and IPO activity. In

our opinion, this will lead to a lot more activity across private equity as In private equity, global quarterly exit values are settling in near their

firms look to deploy dry powder. pre-pandemic average.®

Positive trends in deal activity support this opinion. While still below the @ Global PE exit value Fed funds effective rate

pandemic peak of 2021, deal activity in 2024 is up by 21% compared to

2023 and outpacing the pre-pandemic average by 45%.! Sentiment (US$B)

remains cautious for new deals, though high-quality deals remain well-

bid, achieving strong valuations. A more active exit market, coupled with 600 6%

an increased focus from GPs on returning capital, is offering relief to
investors seeking distributions. Last year saw a turning point with

distributions overtaking capital calls for the first time in eight years.? 500 5%
To manage the slower exit environment of recent years, both LPs and

GPs have turned to alternative liquidity structures to meet their liquidity 400 4%,
objectives. These include managed fund structures, mid-life recaps, Post-

NAV facilities, strip sales and structured continuation vehicles, among 300 pandemic 3%
others. New structures will continue to rapidly evolve, as new investors average:

enter the market, notably in wealth. These investors are largely R

accessing private assets through evergreen fund structures and ELTIFs. 200 _ _W 2%

A feature of the PE market has been more carveout and take private

deals. In 2024, carveouts’ share of buyout activity has continued to rise 100 1%
as larger corporations strategically streamline their operations. At the Pre-pandemic

same time, take-private deals remain attractive despite high public- average: US$185B

market valuations. 0 0%

2017 2018 2019 2020 2021 2022 2023 2024

On the whole, corporate fundamentals remain resilient. More than
60%3 of private companies posted earnings growth, while 82% of the
PE Buyout companies tracked by Capital IQ are profitable, versus just

46% in the Russell 2000 Index.% Given the uncertain economic 7
environment, we believe that managers who can add value and improve M&A and IPOs
the operating performance of their portfolio companies will be the ones M&A rebounded in 2024, with activity up 28%, led by the technology
driving returns in the years ahead. sector.8IPO activity is up year-on-year by 39% in the Americas and 28%

in EMEA, with 51 offerings to market in the first three quarters of 2024

. B s - ) .

Sources: 1. Pitchbook Q3 2024 Global PE First Look. Changes quoted are based on YTD 9/30/24 figures representln.g US$26 b'!l'on in proceeds.® The activity Ieve!s in the third
annualised. Pre-pandemic average encompasses2016-2020. 2. Preqin, Annual Capital Called and Distributed. quarter delivered the highest sponsor-backed proceeds since 2021.
Accessed on 8/312024. 3. LTMEBITDA Lincoln Financial, Lincoln VOG Proprietary Private Market Database, as of . L . .
Q2 2024.© 2024 Lincoln Partners Advisors LLC. All rights reserved. Used with permission. Third party use is at Approximately 70% of IPOs launched above their issue price, with an

u%%r'sggn risk. 4. Capital 1Q, BlackRock as of12/3l/5%.§88resGents companies with annual re\/enuesgre%teérthan average return of 25%. Venture-capital-backed IPO activity remains
US$100 million. 5. FRED Economic Data, Pitchbook 4 Global PE Report. Pre-pandemic average : H ; i
2017-Q472019. Post-pandemicaverage Q1 2022 - Q3 2024 6. Pitchbook Q3 2024 Global M&A Report. 2024 muted as thﬁ ][‘I“arket continues to prefer large, stable companies with
refersto YTD Q3 2024 figures. 7. Pitchbook’'s Q3 2024 Venture Monitor. 8. BlackRock, Dealogic, all IPOs positive cash flow.
excluding SPACs and deals under US$50m November 2024.
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Attractive entry points

Valuations in private equity continue to track below public markets,
representing an attractive entry point for investment. While public
markets have repriced quickly, private equity valuations have been
slower to adjust.! In 2024, we saw private valuations increase from 2023
levels due to highly attractive assets hitting the market. Looking ahead,
we expect valuations to become clearer as more volume hits the market.

The rate environment should provide further support for valuations
in PE, as higher availability and lower cost of credit drive dealmaking.
Compared against the same time a year ago, financing and access to
credit have grown with the return of the syndicated loan market and
increased capital available from private debt funds.

The growing adoption of secondaries by both LPs and GPs seeking
liquidity continues to result in a buyer’s market for secondaries.

This environment favors buyers. There’s less than two years of estimated
dry powder available to deploy? and 10+% discounts to NAV available
for buyers of the asset class. Lower rates may lead to tighter pricing for
secondary deals, but smaller discounts don’t necessarily mean lower
returns. Better visibility to exits can support the overall return
expectations for secondaries.

Mid-life recapitalizations are another trend that our investors have been
watching, accounting for roughly 4% of transactions in 2024, up from
1% in 2017.3 These transactions are becoming more mainstream,
offering investors liquidity with growth and balance-sheet optimization.

Among sectors, we continue to see opportunities across healthcare,
specifically take-private deals and corporate carveouts. We favor
businesses positioned to capitalize on structural shifts such as the rise
of value-based care, the pharma value chain, and new healthcare
technology. And we believe Al will fuel LBO activity among incumbent
businesses with data that can be tapped with large language models.

Businesses across the APAC region continue to benefit from the
rewiring of global supply chains and strong domestic capital markets.
While buyout transactions are gaining popularity, the region continues
to offer solid growth companies trading at attractive valuations.

BlackRock.
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Private discounts!

Purchase price multiples for private deals continue to be attractive
relative to public markets

@ Global private equity EV/EBIDTA multiple
@ S&P 500 EV/EBITDA multiple
@ Gap between public and private multiple

18x

16x

14x

12x

8x
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 YTD
2024*

Sources: 1. S&P Capital 1Q, Pitchbook. Private Equity Multiple is for the 12 months ended 9/30/2024,S&P 500
Multiple is as of 31 October 2024. 2. Jeffreys Global Secondary Market Review, July 2024. 3. Pitchbook; as of
10/3/2024.Includes global private equity recapitalization deals..
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Middle-market buyout’s moment

A return of deal activity could bode well for the middle-market buyout
sector. These investments, deals with a value of US$25 million to US$1
billion,! present an attractive opportunity, particularly the upper half of
this market. We view the middle market as the sweet spot where lower
leverage and a focus on operational growth converge to create an
attractive backdrop for investment activity in 2025.

Middle-market companies have traditionally been too small to pursue
IPOs, making them prime targets for acquisition. Today, we see more
companies in this space pursuing the acquisition of other middle-
market firms, either as strategic acquisitions or as part of an inorganic
growth strategy. As companies navigate the new economic environment
and assess their strategic needs, we anticipate an increase in corporate
carve-out activity, where investors can acquire non-core divisions with
proven business models and untapped value-creation potential.

The more favorable M&A landscape in the U.S., fuelled by potential

deregulation under a new administration, could add further momentum.

Less IPO-centric

Meanwhile in Europe, the abundance of founder-owned businesses,
coupled with middle-market companies’ need to expand into new
products and geographies, or through tuck-in M&A strategies, further
bolsters the likelihood of more middle-market dealmaking.

In a period of reduced yet persistently elevated interest rates, middle-
market companies, with their lower leverage levels, are well-positioned
to sustain organic operational growth while benefiting from the slightly
lower rate environment in the year ahead.

The upper half of the U.S. middle market - transactions exceeding
US$500 million - stands out with clear winners and market leaders
emerging, characterized by strong growth and robust ROIC profiles. With
European public markets currently trading at a discount, take-privates
and corporate carve-outs are appealing, particularly within this segment.

The middle market represents only one promising opportunity in
an exciting time for private equity, as activity rises in both the M&A
and IPO markets, driving more exits and distributions, and leading,
in turn, to new investments.

Buyouts and acquisitions make up a far higher share of middle-market exists relative to the broader PE market.

US PE middle-market exit value?
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U.S. total PE exit value3
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Sources: 1. “Everything You Need To Know About Middle Market Private Equity “ (United States Private Equity Council). As of 11/2/2023.2. Pitchbook Q2 2024 US PE Middle Market Report. *2024 figures as of 30 June 2024. Middle
market defined as companies that have US$25mto US$1bin PE backing. 3. Pitchbook Q3 2024 US PE Report, using 2024 figures up to Q2 2024.
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Shifting winds

After a challenging two-year downturn, we believe the real estate Levelling off
sector is now poised to benefit from a number of economic

A . . . After several quarters of price declines, global property prices show
tailwinds, with both cyclical and structural trends at play in the sector. 9 P 9 property p

early signs of a rebound.

We’ve seen sentiment improve, with an uptick in bidding interest.

The new cycle will likely look very different compared to the period ® US @ Europe @ Australia @ UK
following the global financial crisis, with a relatively higher cost of

capital and further dispersion between winners and losers.

Being a levered asset class, real estate performance is heavily
influenced by interest rate movements and debt availability. The start
of the easing cycle has marked an inflection point, though pricing will
not respond immediately to last year’s rate cuts.

100

Unlike prior real-estate cycles, fundamentals have been relatively
solid outside of the office sector, thanks to a tight labor market in
many developed economies globally. We have also seen income 95
growth hold up relatively well in many sectors, such as U.S.
industrials and U.S. apartments.

We have already started to observe improved valuations across
our high-conviction sectors, especially in residential, industrial
and logistics. Transaction pricing for many key sectors has
stabilized or even risen, indicating many markets are likely at or
slightly past the bottom of the cycle. The U.S. office sector is still
the most uncertain with the highest level of negative sentiment,
though many European and APAC cities are largely returning to
pre-pandemic occupancy levels. 85

90

Price decline (%)

Although the correction has not been as significant on the whole in
APAC, as measured by appraisal values, there are still opportunities
in select markets. For example, the repricing in Sydney logistics
has been as significant as that observed in London, and even

more significant than markets such as Los Angeles and Paris.

Source: MSCI. US, UK, Europe, and Australia value decline figures based on September 2022 = 100%, data as of September 2024.
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Thematic prospects

More households In real estate, a rising tide does not lift all ships. We expect dispersion

in performance both within and between sectors and markets. There will
be a widening gap between the winners and losers in the new real estate
cycle, which will also create greater potential for alpha generation.

While the overall populations may remain stable, demographic
changes are driving a projected rise in the number of households in
major European cities.

In a world of higher volatility, the most successful real estate
investors will align their strategy to long-term structural trends
18 around aging demographics in developed countries, properties to
facilitate e-commerce and new trade partners, as well as a heightened
demand among tenants for energy-efficient buildings. For example,
16 investments into logistics facilities continue to benefit from the
increasing digitization of daily life, the rewiring of supply chains and
the reality of geopolitical tensions.

14
The residential sector allows investors to tap into shifting demographic
12 trends, as millennials forming families will need larger-format rentals,
and Baby Boomers will need aging-friendly living situations. More
broadly, a persistent undersupply of affordable housing stock equates
10 to strong demand for rentals.

One example of demographic-driven opportunities is residential

8 property in Europe. While population growth may be slowing in
Europe over the medium term, household formation is increasing.
This is driven by the growth of single-person households, which is

6 driving new demand in key European cities where residential supply
remains constrained.

% change

Enhancing the energy efficiency of buildings is also a major trend.
What was once labelled a compliance-driven exercise is now imperative
2 to delivering operational efficiency, cost savings and lower rates of
depreciation in many markets.

0 Within housing, we favor markets with stable or growing populations
& & & & £ & © <& and diverse industry bases. In the U.S., those are mostly concentrated
&L Q,‘?f & V@b @\\ S P «° in Sunbelt markets. We project housing supply to fall off starting in the
@(} A = %&o(’ second half of 2025, which sets up the sector well for strong rent growth
v in 2026 and after.

Source: Oxford Economics Forecasting (projection range - 2023-2033), March 2024, Growth in
Household Numbers. There is no guarantee that any forecasts made will come to pass.
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Pacific possibilities

We believe the Asia-Pacific region offers a compelling cyclical and successfully execute. For example, investor allocations to life sciences
structural opportunity. Global real estate investors can benefit from facilities have grown significantly in both the UK and the U.S. in recent
strong regional growth, differentiated markets delivering uncorrelated years. As the sector has matured, we have seen rents settle at a 40%
performance and access to sectors still early in their evolution. premium to grade-A office in some markets?!. Australia’s life sciences
Investing in the region can enable investors to capture growth, without sector on the other hand, is only in its infancy and well supported by
adding risk. strong population growth and ageing demographics, increased

healthcare expenditures, persistently high university quality, as well

The most liquid markets—Australia, Japan, Singapore and New as high and growing public and private investment.

Zealand—benefit from the outsized growth and offer lower risk than

investors tend to associate with the broader region. Real estate Specifically, we believe there is an opportunity in the growth of an
investors in these countries can take advantage of structural trends institutionalised life sciences real estate sector in Australia, especially
that have already played out in the U.S. and Europe, but have yet to given the shortage of purpose-built space in a market with rapidly
fully play out in APAC. These include the demand for self-storage increasing growth and a deep and growing demand pool.

properties and life sciences facilities . . . .. .
Life sciences in the APAC region is one of many examples, like

Investors with global expertise can gain an early-mover advantage. small-format European urban housing, of opportunities that an
We call this strategic approach “benefitting from the APAC lag.” experienced real estate investor can uncover as the broader asset
But capitalizing on these opportunities requires local knowledge to class begins its long rebound.

Primed for growth?

Employment in Australian life sciences is projected to grow steadily, requiring new labs, facilities and offices.

50 May 2023 Forecast- May 2028 @ Forecast- May 2033 +16%
(s
o
& 40 +24%
Lo
2 30
S
L
Q 20
0,
S] +17% +20% +19%
o . . .
0
Agriculture and Chemists and food Life scientists Medical laboratory Pharmacists
forestry scientists and wine scientists scientists

Sources: 1. JLL, BlackRock, November 2024. Capital Markets deals comparable to difference in rents. 2. JLL, BlackRock, November 2024. Maturity is defined as how developed the corporate life sciences real estate market is - capital market
activity and assets versus life sciences corporate market maturity which makes reference to number of life sciences corporations and employees. There is no guarantee that any forecasts made will come to pass.
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Conclusion

We see 2024 as having been a transitional year, progressing towards
a new post-pandemic normal. As IPOs, M&A activity and the leveraged
loan markets rebound, dry powder across private capital dropped by
119%, from the 2023 high of US$4.2 trillion.t

Infrastructure continues to be propelled by structural mega forces, such
as demographic divergence, digital disruption and Al, a fragmenting
world, the future of finance and the low-carbon transition.

Private debt continues to expand, taking on a larger share of deals that
previously belonged to banks and public markets. Looking ahead, we
expect 2025 to be a favorable investing environment for private debt.

Driving forces

Private equity is set to benefit from the current rate-cutting environment
even if rates settle at a higher level for longer, bringing further support
for valuations as deal activity rebounds. Meanwhile, cyclical and
structural tailwinds are driving the opportunities within real estate. We
believe valuations are turning around across many real estate markets,
while fundamentals remain solid.

Given these trends and opportunities, we continue to believe in the
power of constructing a portfolio that thoughtfully includes both
private and public markets.

The continued expansion of private markets is being driven by several trends.

New fund
structures,
broader access

* Retail-focused (ELTIFs,

LTAFs) and fully-
funded solutions

Evergreen fund
structures

Market
development
* Asset-backed finance

market growing in
private debt

Regional market growth,
in places like India

Sources: L. Preqin Dry Powder, US$4,239.5bn as of December 2023, US$3,763bn as of November 2024. 2. PitchBook and Morningstar, “Unicorns and the growth of private markets,” March 2024.
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RISKS
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.
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IMPORTANT INFORMATION

This material is provided for educational purposes only and 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. The opinions expressed are subject to change. References to specific securities, asset classes
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estimates of yields or returns. No representation is made that any performance presented will be achieved by any BlackRock Funds, or that every assumption made in
achieving, calculating or presenting either the forward-looking information or any historical performance information herein has been considered or stated in preparing this
material. Any changes to assumptions that may have been made in preparing this material could have a material impact on the investment returns that are presented herein.
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.

Diversification does not guarantee investment returns and does not eliminate the risk of loss.

The information and opinions contained in this material are derived from proprietary and non-proprietary sources deemed by BlackRock to be reliable, are not necessarily
all- inclusive and are not guaranteed as to accuracy.

In the U.S,, this material is for Institutional use only — not for public distribution.

In Canada, this material is intended for permitted clients as defined under Canadian securities law, 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.

For investors in the Caribbean, any funds mentioned or inferred in this material have not been registered under the provisions of the Investment Funds Act of 2003 of the
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Companies Act of 1981. Engaging in marketing, offering or selling any fund from within the Cayman Islands to persons or entities in the Cayman Islands may be deemed
carrying on business in the Cayman Islands. As a non-Cayman Islands person, BlackRock may not carry on or engage in any trade or business unless it properly registers and
obtains a license for such activities in accordance with the applicable Cayman Islands law.

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
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observe, all applicable laws and regulations of your relevant jurisdiction. If any funds are mentioned or inferred in this material, such funds may not been registered with the
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No information discussed herein can be provided to the general public in Latin America. The contents of this material are strictly confidential and must not be passed to any
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FOR PROFESSIONAL, INSTITUTIONAL, WHOLESALE AND QUALIFIED
BlackRock.

INVESTORS USE ONLY (PLEASE READ IMPORTANT DISCLOSURES)




IN MEXICO, FOR INSTITUTIONAL 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 ORA SOLICITATION
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This is an individual and private offer which is made in Costa Rica upon reliance on an exemption from registration before the General Superintendence of Securities
(“SUGEVAL"), pursuant to articles 7 and 8 of the Regulations on the Public Offering of Securities (“Reglamento sobre Oferta Publica de Valores”). This information is
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In Saudi Arabia, Bahrain, Dubai (DIFC), Kuwait, Oman, Qatar and UAE, 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.

Kingdom of Saudi Arabia: Issued by BlackRock Saudi Arabia, authorised and regulated by the Capital Market Authority (License Number 18- 192-30). Registered office: 7976
Salim Ibn Abi Bakr Shaikan St, 2223 West Umm Al Hamam District Riyadh, 12329 Riyadh, Kingdom of Saudi Arabia, Tel: +966 11 838 3600. CR No, 1010479419. For your
protection telephone calls are usually recorded. Please refer to the Capital Market Authority website for a list of authorised activities conducted by BlackRock Saudi Arabia.

Bahrain: The information contained in this document is intended strictly for sophisticated institutions.
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(DFSA Reference Number FOOO738).
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(COB) Rules.

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.

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

UAE: The information contained in this document is intended strictly for Exempt Professional Investors.

For investors in Israel: BlackRock Investment Management (UK) Limited is not licenced 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 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.

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.
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In Singapore, this document is provided by BlackRock (Singapore) Limited (company registration number:200010143N) for 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
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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
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