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Emerging Markets 2.0:

New Investment Mindset Required

Over the prior 40 years, or so, the Emerging Markets (EM) have witnessed
multiple ups and downs. After starting as a “land of promise,” the asset
class lost steam sometime after the Great Financial Crisis. In this
commentary, we trace that journey. We argue that EM remains an
eminently investable and interesting asset class, but that the rules of the
game have radically changed. We are now of the view that a new mindset
is needed when investing in EM. We think the old days of investing in EM
as a simplistic raw beta play are behind us. To successfully navigate the
world of EM 2.0, investors must focus on differentiation, diversification,
income, quality, disciplined risk management and rigorous research.

Executive summary

e Overthe past 40 years, Emerging Markets (EM) have
gone through a dizzying up and down. After being
lauded as the new investment frontier,! the asset class
lost steam sometime after the Great Financial Crisis.

* We believe the loss of market momentum very much
reflected a marked downshift in EM’s growth
prospects. That, in turn, mirrored the plateauing of
Chinese growth, de-globalization trends, rising EM
indebtedness, and, like the advanced world, a sharp
escalation in political polarization and volatility.

* Thechangein EM’s landscape does not mean the
asset class is not attractive. EM still offers significant
opportunities and value propositions. What it does
mean is that EM 2.0 requires an entirely different
investment mindset.

* Investing in EM 2.0 necessitates laser focus on
differentiation, diversification, income as a source of
potential return and a preference for quality. To
successfully navigate the asset class, the investment
process must rely on deep and rigorous investment
research, employ the various asset allocation levers
available to them, and, crucially, have sophisticated
risk measurement and management tools.
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EM as the “Land of Promise,” and
the Disappointing Aftermath

By the late 1980s, the then-labelled less-developed
countries had gone through a wrenching “lost decade”
where economies stagnated, inflation soared, politics
destabilized, and dozens of countries experienced
sovereign crises and defaults. Sometime around the early
1990s, a remarkable emergence took place. Underneath the
transformation was a set of seminal historical events:

1) the fall of the Berlin Wall and the incorporation of many
countries into a new (and more market oriented) world
order; 2) the coming of age of post-Deng Xiaoping’s China,
creating a powerful locomotive for global growth; 3) trade
agreements that ushered in a golden age of globalization;
and 4) technological revolutions that brought the world
much closer together. The Emerging Markets (as the group
of countries eventually became known) themselves were
part and parcel of this global transformation when a new
set of reform-minded leaders took over and implemented
wide-ranging macro-and micro-economic reforms, which,
in turn, allowed the economies to truly benefit from these
favorable global tailwinds.

The transformation delivered the hoped-for economic

results. According to IMF data, EM’s growth more than
doubled between the 1980s and the 2000s. Within the
same period, inflation collapsed, exports rose at almost

Any opinions, forecasts represent 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, investment advice or a recommendation. Diversification and risk management

cannot fully eliminate the risk of investment loss.
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https://www.imf.org/en/Publications/WEO/weo-database/2022/October/select-aggr-data

Figure 1. Emerging Markets in the 1980s vs 2000s
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Sources: World Bank, International Monetary Fund and BlackRock calculations; data as of April 30,2022

double-digit rates and, as a result, external accounts
(including foreign exchange reserves) dramatically
improved (see Figure 1). This stellar economic performance
was no surprise. After all, EMs are labor-abundant, but
capital-poor economies.

Capital markets quickly noticed the favorable political and
policy transformations adopted at this time and investors

increasingly saw EM as the “new promised land.” This led to
a dramatic increase in interest in the asset class and
subsequent sharp rise in capital inflows that funded private
sector exports of internationally competitive goods and
services. In Figure 2, we illustrate the performance of
different EM assets during the 2000s when all segments of
the asset class (equities, hard currency, FX and local rates)
sharply rallied.

Figure 2. Historical Performance of Emerging Markets Assets
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Unfortunately, EM’s golden age proved relatively short lived.

Just as fast as EM rallied in the 2000s, the 2010s saw a
gradual but steady removal of this premium (see the red
lines in Figure 2). Our contention is that this de-pricing
reflected a new fundamental EM reality. The remainder of
this paper tries to explain the factors behind the reversal. It
concludes with a section where we argue that the “EM 2.0,”
as we like to call it, still offers significant opportunities for
potential durable returns, but that investing in it requires a
different investment approach.

What Changed for EM Economies in
the Wake of the Global Financial
Crisis?

In our view, EM’s disappointing performance is primarily
explained by the sharp growth downshift experienced after
the Great Financial Crisis. In turn, that slowdown reflected
multiple and interrelated factors including a less powerful
China pull; the difficulty EM experienced in replacing
external growth sources with internal ones; the broad
deglobalization trend; rising indebtedness; and the
worsening political backdrop. Below, we delve into those
dynamics in more detail.

Growth slowdown

The key factor that changed in 2010 was that EM’s growth
boom ran out of steam. At its peak, EM was growing at an
almost 8% pace, but by the time the Covid pandemic hitin
2020 the pace had fallen to just over 3% (see Figure 3).
Where growth is concerned, compounding matters: at an
8% annual growth rate, an economy doubles roughly every
8 years but at a 3% rate of growth, the doubling occurs
every 23 years. Moreover, and as we show in Table 1, the
deceleration was not concentrated in just one or two areas
but cut across all EM regions.

More interesting than EM’s absolute growth slowdown is
that, after 2010, relative performance also disappointed. A

Figure 3. EM Trend Growth (1990-2022)
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Table 1. EM Trend GDP growth (%)

2003-2007 2015-2019
EM 6.2 4.7
EM ex China 5.3 3.7
LatAm 7.9 6.8
EMEA 6.1 29
EM Asia 6.2 4.7

Note: Calculated as the 5 yrs CAGR. Source: IMF, BLK calculations.
Data as of January 2023

key insight of the “EM promise” is that the structural
transformations of the 1990s allowed EM to grow at a clip
sharply faster than that of their rich brethren. Sadly, EM
started to lose the race after 2011, with growth differentials
(vis-a-vis the Developed Markets) shrinking from four
percentage points in 2010 to around one percent toward
the end of the decade (see Figure 4).2 With the DM growing
at roughly the same pace as EM, it is no surprise investors
shied away from paying a premium for EM assets.

Figure 4. EM (ex-China) /7 Developed Markets (DM) Annual Growth Differential (%)
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Sources: International Monetary Fund, BlackRock calculations, data as of December 30, 2022. Note: 2022 Forecasts are made by IMF.
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Decomposing the Growth Downshift The exercise’s results are interesting (as displayed in Figure
5). Strikingly, the drop in growth was not explained by
investment, which remained stable during this period (see
Figure 6a). Also, while labor participation, as a contributor
to growth, declined marginally in most regions (see Figure
6b), that was a relatively minor explanatory factor for
growth’s overall downshift. Instead, and by far, the most
important factor explaining the EM growth slowdown was
the meaningful drop in the productivity factor (see Figure 6c¢).

What was behind the weakening in EM’s growth? To answer
that question, we employ a basic “growth accounting”
framework. We decompose EM’s economic growth
performance into three buckets: 1) growth that came from
the accumulation of capital (i.e., investment); 2) growth that
came from labor’s participation in the economic cycle and
3) growth that came from how those two resources (i.e.,
capital and labor) were employed—what economists refer to

as “Total Factor Productivity.” For us, the key question that arises is: what explains the
disappointing productivity performance? We try to unpack
these factors in the next few paragraphs.

Figure 5. EM (ex-China) Potential GDP Growth Decomposition (%)
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Source: BLK calculations with data from OECD, UN population statistics, IMF. Methodology: Growth decomposition based on methodology outlined in Chapter 3 IMF World Economic
Outlook 2015. Due to data availability countries included in the estimation are Brazil, Mexico, India, Russia and Turkey.
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The Role of China in the EM Transformation

No discussion of the EM transformation is complete
without touching on the Chinese economy. After all, as the
giant economy embarked on its dramatic industrialization
boom in the 1990s and 2000s, it demanded ever larger
amounts of commodities and intermediate products, which
the rest of EM specialized in producing. Figure 7 illustrates
how dependent the rest of EM became on the North Asian
giant. For example, in the 2000s one percentage point of
incremental Chinese growth translated into a 0.3
percentage point of extra growth in the rest of EM. But, by
20109, this marginal contribution had almost doubled to
0.5. At its most basic level, the EM story of the 1990s and
2000s was that of a set of countries transforming
themselves into becoming more and more integrated into
China’s own economic transformation.

Unfortunately, precisely as the rest of EM grew more
leveraged to China’s growth, Chinese growth itself was
starting to decelerate from double digit levels in 2010, to
8% in 2015 and to 5% more recently (see Figure 8).3 Not
surprisingly, as China’s economy lost steam, so then did
the rest of EM.

Deglobalization

Another key to the growth spurt of the 2000s was EM’s
increasingly deeper integration into the global economy.
Decades of inward-looking economic policies were replaced
by a paradigm in which EM exported more and received
more foreign capital. As global trade expanded, EM’s share
of that trade also grew, leading to better economic
performance in EM itself (see Figure 9).

Here too, however, the globalization dynamic started
reversing. As Figure 9 illustrates, global trade lost steam

Figure 7: EM ex China Growth Beta
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Figure 8. China: GDP growth (% 5yr ma)

15%

11%

7%

3%

1995 2000 2005 2010 2015 2020

Source: BlackRock calculations. Haver Analytics. Data as of December 2022.

sometime around 2010 as did other forms of international
integration including capital flows and labor migration.4
Just as the world coming together helped EM grow, the
reversal of this trend, de-globalization, became a clear and
present headwind.

Figure 9: Relationship Between Global Trade and EM Growth in a Deglobalizing World
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Absence of an EM Domestic Growth Engine

As external growth “pulls” (including Chinese slowdown
and de-globalization) were losing steam, EM was unable to
generate enough domestic growth to fill that gap. As
Figures 10a and 10b indicate, EM’s growth was (and
remains) highly correlated to its export activity. Put
differently, EM growth has largely been an externally led
story. EM has, thus far, not been able to generate enough
domestic organic sources of economic growth to
counteract a slowdown in international linkages.

Figure 10a: EM (ex-China) Exports vs
Consumption Growth
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Figure 10b: EM (ex-China) Exports vs
Investment Growth
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Return of the Debt Overhang

A notable feature of the past decade is the rising spending
by EM’s governments.> Part of this reflected governments
reacting to the 2008 global financial crisis and, eventually
to the COVID pandemic of 2020-21. However, it also
reflected governments trying to forestall the broader
economic slowdown described above by using the fiscal
lever. Not surprisingly, the result was a widening in EM
fiscal deficits that rose from near balanced levels in 2010 to
an average deficit of 4% of GDP in 2019. With global
interest rates low and liquidity ample, these deficits were
relatively easy to finance via debt, but of course, the result
was a sharp rise in government debt (from 36% of GDP in
2008 to just below 60% currently—a level that the
economics literature suggests is unsustainably high for
developing economies (see Figure 11). However, as global
interest rates normalize, debt servicing will (and, in some
cases, has) become a material drain on national resources.
There is ample empirical and theoretical evidence that
maps higher debt servicing to lower (and less sustainable)
levels of future growth.®

Figure 11. EM (ex-China) Government Debt
to GDP (%)
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2022
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EM External Accounts still Healthy, but there
are some Flies in the Ointment

One area in which EM countries remain on solid footing is
in their external accounts. Unlike the 1970s when external
borrowing was massive and eventually led to the sovereign
debt crises of the 1980s, EM’s external accounts today are
healthy. Current account deficits are modest and, if
anything, have improved after the 2013 Taper Tantrum (see
Figure 12). Moreover, EM today boasts an impressive
arsenal of FX reserves that has rose from around US$1.1
trillion in 2015 to around US$7.1 trillion in 2021.7 External
resilience reflects an increased reliance on flexible
exchange rates, and crucially, on a deepening of domestic
capital markets that allowed replacing external borrowing
with internal debt.

That said, there is a fly in this story’s ointment. Historically,
capital flows into EM have been correlated with the growth
differential between EM and DM (see Figure 13). As EM
growth lost its relative luster, capital has become harder to
come by. With global rates normalizing and DM central
banks withdrawing liquidity, we think external flows into EM
are likely to face strong headwinds.

Figure 12: EM (ex-China) Government Debt
to GDP (%)
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Deteriorating Politics is no Coincidence

The last angle to explore is the distinct deterioration in
governance and politics in EM. It is our view that the rise in
populism and polarization in EM is no coincidence. These
factors follow the slowing of growth and the frustrated
aspirations of, especially, EM’s middle class. To be fair, this
is not solely an EM phenomenon, but is one that can be
seen across DM too where policy responses to repeated
crises since 2008 may have perpetuated political
polarization (see Figure 14). Nonetheless, deteriorating
politics (and the increased policy uncertainty shown in
Figure 15) can be mapped to worsening policies which, in
turn, have acted as a headwind to growth.

Figure 14: Political Polarization Ratings
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Figure 15: EM Economic Policy Uncertainty
(Index)
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Figure 13: Capital Flows and Growth
Differential
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Forward looking perspectives on EM growth

So far, this commentary’s focus has been on the past. The
question, of course, is whether we can extrapolate these
same dynamics into the future? The growth accounting
framework we used above may shed some light on this
qguestion. In that regard, we think we can make a few
forward-looking observations. First, we believe it is tough to
see an acceleration in capital accumulation in EM, given
continued deglobalization pressures, rising levels of debt
(that will make funding these investments harder to come
by) and structurally higher global rates. Second, labor
growth in EM is already turning downward with the
demographic dividend enjoyed by most EM countries
running out of steam.8 Finally, while we acknowledge that it
is difficult to forecast productivity, given the political
landscape we’re now seeing in EM, we find it difficult to
imagine an acceleration of structural reforms that could
lead to greater efficiency. Figure 16 summarizes our
attempt at putting some numbers to these broad forward-
looking views. Our judgement is that over the next decade
we are more likely to see a gradual (though slight)
worsening in EM’s growth potential than to see a favorable
reversal.

Figure 16. EM (ex China) Trend Growth—Past

and Projected (%)
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Source: BLK calculations with data from OECD, UN population statistics, IMF. Methodology:
Growth decomposition based on methodology outlined in Chapter 3 IMF World Economic

Outlook 2015. Due to data availability countries included in the estimation are Brazil, Mexico,

India, Russia and Turkey. Projections are illustrative in nature and do not express a forecast.

What Are the Investment
Implications of EM 2.0?

This paper has traced the changed economic and
fundamental backdrop facing EM, noting that markets
have already become aware of these changes and have
steadily repriced the asset class (as we showed in Figure 2
at the outset). The question then becomes, do those
changes require a different approach to investing in the
asset class? Our view is that the answer is a resounding

“yes.” Below we spell out some of the implications of this
new EM investing paradigm:

Not all EM is the same. We do not think EM assets should
be seen as a generic bet on a broad “EM promise.” As a
result, we do not think EM should be invested in as a “raw
beta” play. Selectivity and differentiation are key elements
for the new EM investment mindset. In fact, our analysis
shows that dispersion in EM asset price changes has
already risen.® We believe this trend will persist.

Asset allocation within EM is a too-important lever not
to use. EM is far from a uniform asset class and investors
may allocate across regions, quality spectrums, and sub
asset classes (including local markets, hard currency
sovereigns, hard currency corporates, equities, private
assets and distressed). Recently, correlations across
those vectors have fallen.!® Consequently, it is our view
that dynamic asset allocation across EM asset classes is
an important return lever for those seeking exposure to
EM.

In EM debt, carry is powerful.!! Historically, investors
tended to see EM as a “re-pricing” play. That approach
made sense when the “EM promise” was in its
ascendency and the asset class was steadily re-pricing
stronger. As we discussed above, though, we believe
those days are behind us. Instead, what we think is most
compelling in our portfolios is to focus on monetizing the
EM discount, which we define as the excess yield EM may
offer over its DM comparators.1?

High quality EM assets should be a core part of an EM
portfolio. In periods in which favorable macro backdrops
dominate, it is reasonable for investors to prefer the
riskiest EM names (for example, securities rated as sub
investment grade). As we’ve argued throughout this
paper though, we think the macro backdrop for EM has
dramatically changed. While there definitely is a place for
risky (and idiosyncratic) names in one’s portfolio, we
believe positions should not be concentrated in the
lowest parts of the risk spectrum. EM is a wide-ranging
asset class with ample high-quality names that may offer
yield pickups to their DM comparators.

The benefits of diversification, especially in EM
portfolios. Concentrated positioning is reasonable when
the “tide is rising” and rallying trends are powerful.
However, our contention in this note is that EM’s
backdrop has structurally changed and risk in EM is now
two-sided. In the meantime, as discussed above, intra-
asset class correlations have fallen. As a result, we believe
it would be more prudent to spread EM risk across a
much wider net.

(Note: Diversification and asset allocation may not fully protect you from
market risk.)
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Rigorous research is necessary for EM 2.0. EM is no
longer a simplistic unidimensional thematic asset class.
Indeed, the new EM paradigm we discussed throughout
this paper requires numerous asset allocation and
bottoms-up security selection decisions. Our view is that a
well-staffed and deep research bench with access to data,
systems and analytics is a necessary tool for effectively
managing EM portfolios.

Comprehensive risk infrastructure is a prerequisite. We
believe EM debt is an attractive and potentially high
yielding asset class, but with that yield, there is often

to come, so ESG analytics (especially those focused on
the “Governance” part of the framework) can be useful in
preemptively identifying risks that go beyond traditional
financial metrics.

Solution based EM investing. Not all investors are equal
in their EM needs. Given how heterogenous EM is,
different investors may target different quality, regional,
ESG specifications, and/or sub-asset class exposures.
We believe a solutions-based investment approach
(including customization) could be an important tool for
EM investors.

volatility and occasionally large drawdowns. More so in a
world in which EM is no longer benefitting from the kinds
of tailwinds it experienced a decade ago. A disciplined
approach to EM risk (both in terms of measuring and
managing that risk) is an important tool when investing in
EM.

Conclusion

It is our contention that EM, as an asset class, has radically
changed over the past two decades, and as a result,
requires a novel investing approach. We think the days
where one invested in EM as a “raw beta” play are gone. We
believe differentiation, diversification, disciplined risk
frameworks, rigorous research and solution-based
investments are the hallmarks of successfully navigating
the world of EM 2.0.

* ESG Analytics are a very powerful tool. In early 2022,
geopolitical developments resulted in severe and
disruptive restrictions on investing in Russian assets.
Unfortunately, we cannot rule out similar episodes in years

Endnotes

1. Intheir 2003 paper called ‘Dreaming with the BRICS”, Goldman Sachs coined the term “BRICS” to refer to Brazil, Russia, India, China and South Africa and predicted that by 2043 the
group would become a much larger force in the world economy surpassing the largest six western economies. In 2005, they also coined the “Next 11" to refer to Bangladesh, Egypt,
Indonesia, Iran, Korea, Mexico, Nigeria, Pakistan, Philippines, Turkey and Vietnam, as countries that would become the next BRICS and rival the G7 economies over time.

2. Here, we show the growth only for EM excluding China mainly to abstract from China’s own dynamics (which we touch on below). The narrative won't change much if we incorporate
China’s growth into the aggregate.

3. Reasonsfor China’s own slowdown are beyond the scope of this paper. They have to do with the Chinese economy exhausting gains from export- and investment-led growth and the
downward pressure from increased leverage and deteriorating demographics. For an exhaustive discussion on the topic, see:
https://carnegieendowment.org/chinafinancialmarkets/8 7007.

4. There are multiple examples one can give for the evolution of globalization outside pure trade in goods and services. For example, foreign flows to EM ex-China rose steadily in the
early 2000s from 1.7% of GDP to 8.3% of GDPin 2007, but that metric fell back to around 3.7% of GDP between 2011 and 2019 (Data from IIF and IMF, data as of June 2022).
Labor mobility also lost team: data from the UN shows that international migration growth that had accelerated from 1.4% annually to 2.9%in 2010, had fallen back to 2.5%
annually since 2010.

To state the obvious, this wasn't just an EM phenomenon. Rich countries also reacted to the 2008 financial crisis and the COVID pandemic by sharply increasing spending.

See, for example, IMF Working Paper: Public Debt and Growth, Kumar and Woo, 2010.

Source: IMF, BLK calculations. Data as of Jan 2023

For the five countries used in our potential growth estimation, our estimations using UN population data projections show that working age population growth will decline from 1%in
the late 2010sto 0.6% in the late 2020s. For all EM in aggregate, working age population growth will decline from 1.2%in the late 2010sto around 0.9%in the late 2020s.
Forecasts are made by the UN. Forecasts may not come to pass. Data as of January 2023.

© N oo

9. Wemeasured dispersion as the square root of the averaged squared deviations from the markets” mean return. We ran the analysis across countries, regions, and ratings. Within each,
we looked at FX, sovereign, corporate and local bonds. While there is no clear and linear trend across all these vectors, there is a spike in EM dispersion after 2015 and then after
2019.The results of the analysis are available upon request.

10. Weran EM cross asset correlations. For example, we looked at the correlation between EM hard currency and EM local bonds; between FX and hard currency sovereign bonds; etc.
While the correlations changed over time, we observed a broad trend towards reduced co-movements especially after 2017. Results available upon request.

11. Using JPM EMBI Index data we calculated that 72% of total return of hard currency debtin EM from 2003-2010 came from carry. That ratio rose to a whopping 94%in 2011-
2019. Forlocal currency debt, using the GBI-EM index data we find that 7 1% of the total return came from carry pre 2010 and 94% after 2010.

12. Forexample,investment grade hard currency debt comprises 58% of the EM sovereign index (JPMorgan’'s EMBIG) and 65% of the corporate index (JPMorgan's CEMBI Broad index).
In absolute terms, there are US$6 36bn of investment grade sovereign hard currency debt (at market value) and $690bn in investment grade corporate hard currency debt (at market
value). Source: JPM Index data as of January 2023.

Risk management cannot fully eliminate the risk of investment loss.
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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 s 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.

Investing involves risks, including possible loss of principal.

Fixed income risks include interest-rate and credit risk. Typically, when interest rates rise, there is a corresponding decline in bond values. Credit risk refers to the possibility that the bond
issuer will not be able to make principal and interest payments. Learn more about how consistent investment performance and low fees are critical to achieving your fixed income goalsin
today’s environment.

International investing involves risks, including risks related to foreign currency, limited liquidity, less government regulation and the possibility of substantial volatility due to adverse
political, economic or other developments. These risks often are heightened for investmentsin emerging/developing markets and in concentrations of single countries.

Non-investment-grade debt securities (high-yield/junk bonds) may be subject to greater market fluctuations, risk of default or loss of income and principal than higher-rated securities.
Investing in the bond market is subject to certain risks including market, interest-rate, issuer, credit, and inflation risk; investments may be worth more or less than the original cost when
redeemed. Mortgage and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and while generally backed by a government, government-
agency or private guarantor there is no assurance that the guarantor will meet its obligations. Investors will, at times, incur a tax liability.

This material is strictly for illustrative, educational, or informational purposes and is subject to change.

This material has not been approved by any regulatory authority or securities regulator. This presentation is for informational purposes only and not to be relied upon as investment, legal,
tax, or financial advice. The Recipient must consult with its own independent professional advisors as to the legal, tax, financial or other matters relevant to the suitability of any investment.

Forward Looking Information

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, and proposed or expected portfolio composition. Moreover, where certain historical performance information of other investment vehicles or composite accounts managed by
BlackRock, Inc. and/or its subsidiaries (together, “BlackRock”) has been included in this material and such performance information is presented by way of example only. No representation
is made that the performance presented will be achieved, or that every assumption made in achieving, calculating or presenting either the forward-looking information or the 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 by way of example.

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. 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, and proposed or expected portfolio composition. Moreover, where certain historical performance information of other investment vehicles or
composite accounts managed by BlackRock, Inc. and/or its subsidiaries (together, “BlackRock™) has beenincluded in this material and such performance information is presented by way
of example only. No representation is made that the performance presented will be achieved, or that every assumption made in achieving, calculating or presenting either the forward-
looking information or the 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 by way of example. The opinions expressed 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. There is no guarantee that any of these views will come to pass.

This document contains general information only and does not take into account an individual's financial circumstances. An assessment should be made as to whether the information is
appropriate in individual circumstances and consideration should be given to talking to a professional adviser before making an investment decision. The opinions expressed are as of
March 17,2023.and may change as subsequent conditions vary.

Any investments named within this material may not necessarily be held in any accounts managed by BlackRock. Reliance upon information in this material is at the sole discretion of the
reader. Past performance is no guarantee of future results. References to securities are shown for illustrative purposes only and should not be construed as investment advice or a
recommendation to buy or sell.

In the US this material is for institutional investors only.

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 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. 1 706831 1 For your protection telephone calls are usually recorded.

In the EEA: 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.

Until 31 December 2020, 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.

From 1 January 2021, in the event the United Kingdom and the European Union do not enter into an arrangement which permits United Kingdom firms to offerand provide financial
services into the European Economic Area, the issuer of this material is:

(i) BlackRock Investment Management (UK) Limited for all outside of the European Economic Area; and

(i) BlackRock (Netherlands) B.V. for in the European Economic Area, 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 Foryour protection telephone calls are usually
recorded.
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For qualified investors in Switzerland: This document is marketing material. This document shall be exclusively made available to, and directed at, qualified investors as defined in the
Swiss Collective Investment SchemesAct of 23 June 2006, as amended.

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

DIFC: The information contained in this document is intended strictly for Professional Clients as defined under the Dubai Financial Services Authority (“DFSA”) Conduct of Business (COB)
Rules.

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 oran
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 s accurate, no
responsibility can be accepted for any errars, 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.

Saudi Arabia: The information contained in this document is intended strictly for sophisticated institutions.

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 oran
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 s 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.

UAE: The information contained in this document is intended strictly for non-natural Qualified Investors as defined in the UAE Securities and Commodities Authority’s Board Decision No.
3/RMof 2017 concerning Promoting and Introducing Regulations.

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 oran
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 s 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.

Bahrain: The information contained in this document s intended strictly for sophisticated institutions. 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 advisors.

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.

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 investment
advice or an offer or solicitation to sell or a solicitation of an offer to buy any shares of any fund or security and it is your responsibility to inform yourself of, and to 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 securities regulators of Argentina,
Brazil, Chile, Colombia, Mexico, Panama, Peru, Uruguay or any other securities regulator in any Latin American country and thus, may not be publicly offered in any such countries. The
securities regulators of any country within Latin America have not confirmed the accuracy of any information contained herein. 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 third party.

In Brazil, this private offer does not constitute a public offer, and is not registered with the Brazilian Securities and Exchange Commission, for use only with professional investors as such
term is defined by the Comissao de Valores Mobilidrios. In Colombia, the sale of each fund discussed herein, if any, 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
otherapplicable rules and regulations related to the promation of foreign financial and/or securities related products or services in Colombia. In Chile, the sale of each fund not registered
with the CMF is subject to General Rule No. 336 issued by the SVS (now the CMF). The subject matter of this sale may include securities not registered with the CMF; therefore, such
securities are not subject to the supervision of the CMF. Since the securities are not registeredin Chile, there is no obligation of the issuer to make publicly available information about the
securities in Chile. The securities shall not be subject to public offering in Chile unless registered with the relevant registry of the CMF. In Peru, this private offer does not constitute a public
offer,and is not registered with the Securities Market Public Registry of the Peruvian Securities Market Commission, for use only with institutional investors as such term is defined by

the Superintendencia de Banca, Seguros y AFP.In Uruguay, the Securities are not and will not be registered with the Central Bank of Uruguay. The Securities are not and will not be offered
publicly in or from Uruguay and are not and will not be traded on any Uruguayan stock exchange. This offer has not been and will not be announced to the public and offering materials will
not be made available to the general public except in circumstances which do not constitute a public offering of securities in Uruguay, in compliance with the requirements of the
Uruguayan Securities Market Law (Law N° 18.627 and Decree 322/011).
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IN MEXICO, FORINSTITUTIONALAND QUALIFIED INVESTORS USE ONLY. INVESTING INVOLVES RISK, INCLUDING POSSIBLE LOSS OF PRINCIPAL. THIS MATERIAL IS PROVIDED
FOREDUCATIONALAND INFORMATIONAL PURPOSES ONLY AND DOESNOT CONSTITUTE AN OFFEROR SOLICITATION TO SELL ORA SOLICITATION OF AN OFFERTO BUY ANY
SHARES OF ANY FUND OR SECURITY. 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 judgmentin making investment decisions or investment recommendations. It is 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 (Comision 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 addresseeis an Institutional or Qualified investor as defined under Mexican Securities (Ley de/ Mercado
de Valores). Each potential investor shall make its own investment decision based on their own analysis of the available information. Please note that by receiving these materials, it shall be
construed as a representation by the receiver that it is an Institutional or Qualified investor as defined under Mexican law. BlackRock México Operadora, S.A. de C.V., Sociedad Operadora de
Fondosde 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, 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 or investment strategy in particular. Reliance upon information in this material is at your sole discretion. BlackRock México
is not authorized to receive deposits, carry out intermediation 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 Proteccion de Datos Personales en Posesién 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.

Forinvestorsin Central America, these securities have not been registered before the Securities Superintendence of the Republic of Panama, nor did the offer, sale or their trading
procedures. The registration exemption has made according to numeral 3 of Article 129 of the Consolidated Text containing of the Decree-Law No. 1 of July 8, 1999 (institutional
investors). Consequently, the tax treatment set forth in Articles 334 to 336 of the Unified Text containing Decree-Law No. 1 of July 8, 1999, does not apply to them. These securities are
not under the supervision of the Securities Superintendence of the Republic of Panama. The information contained herein does not describe any product that is supervised or regulated by
the National Banking and Insurance Commission (CNBS) in Honduras. Therefore any investment described herein is done at the investor's own risk. 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 confidential, and is not to be reproduced or distributed to third parties
as thisis NOT a public offering of securities in Costa Rica. The product being offered is not intended for the Costa Rican public or market and neither is registered or will be registered
before the SUGEVAL, nor can be traded in the secondary market. If any recipient of this documentation receives this document in El Salvador, such recipient acknowledges that the same
has been delivered upon his request and instructions, and on a private placement basis.

Forinvestorsin 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 Bahamas, nor
have they been registered with the securities regulators of Bermuda, Dominica, the Cayman Islands, the British Virgin Islands, Grenada, Trinidad & Tobago or any jurisdiction in the
Organisation of Eastern Caribbean States, and thus, may not be publicly offered in any such jurisdiction. The shares of any fund mentioned herein may only be marketed in Bermuda by or
on behalf of the fund or fund manager only in compliance with the provision of the Investment Business Act 2003 of Bermuda and the Companies Act of 198 1. 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 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.57 1 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. 2000 10143N) for use only with institutional 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

Issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165975, AFSL 230 523 (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 general information only and does not take into account your individual 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. This material is not a financial product recommendation or an offer or solicitation with respect to the purchase or sale of any financial product in 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 product issuers and investment managers around the world. BIMAL is the issuer of financial productsand 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 offeris
only made to, and capable of acceptance by, personsin New Zealand who are wholesale investors (as that term is defined in the FMCA).

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 beentaken 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.

Any investment is subject to investment risk, including delays on the payment of withdrawal proceeds and the loss of income or the principal invested. While any forecasts, estimates and
opinions in this material are made on a reasonable basis, actual future results and operations may differ materially from the forecasts, estimates and opinions set out in this material. No
guarantee as to the repayment of capital or the performance of any product or rate of return referred to in this material is made by BIMAL or any entity in the BlackRock group of
companies.

No part of this material may be reproduced or distributed in any manner without the prior written permission of BIMAL.
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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 Other Countriesin 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.

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 documentis 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.

© 2023 BlackRock, Inc. orits affiliates. All Rights Reserved. BLACKROCK s a trademark of BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.

BlackRock.
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