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Management Discussion of Fund Performance

BlackRock Asset Management Canada Limited (“BlackRock Canada”) is pleased to provide you
with the Management Report of Fund Performance (“MRFP”) for the iShares S&P/TSX Capped
Materials Index ETF (the “Fund”) for the year ended December 31, 2018. You and your financial
advisor can use this information along with the annual and interim financial statements of the
Fund to assess the Fund’s performance and how your investment in the Fund aligns with your
overall financial plan.

The Fund is an exchange-traded fund which trades on the Toronto Stock Exchange (the
“Exchange”). Investors typically buy and sell units of the Fund through a brokerage account. The
Fund’s Exchange ticker symbol is XMA.

References to “net assets” or “net assets per unit” in this MRFP are references to net assets
attributable to holders of redeemable units determined in accordance with the International
Financial Reporting Standards (“IFRS”) as presented in the Fund’s financial statements. All
references to “net asset value” or “net asset value per unit” in this MRFP are references to net
asset value determined in accordance with National Instrument 81-106 – Investment Fund
Continuous Disclosure which is used for all purposes except for the financial statements,
including for Fund pricing purposes in connection with subscriptions, exchanges and
redemptions.

This report includes:

• Investment objective and strategies
• Risk
• Results of operations
• Recent developments
• Related party transactions
• Financial highlights
• Management fees
• Past performance
• Summary of investment portfolio
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Investment Objective and Strategies

The investment objective of the Fund is to provide long-term capital growth by replicating, to the
extent possible, the performance of the S&P/TSX Capped Materials Index (the “Index”), net of
expenses. Under normal market conditions, the Fund will primarily invest in equity securities
issued by Canadian issuers participating in the materials sector. The Index is comprised of
constituents of the S&P/TSX Composite Index in Global Industry Classification Standard
Sector 15 – Materials. Individual constituents are capped at 25% weight.

The investment strategy of the Fund is to invest primarily in and hold the securities of the
constituent issuers included in the Index in substantially the same proportion as they are reflected
in the Index.

Risk

The risks of investing in the Fund are described in the prospectus. There have been no changes
to the Fund over the financial period that materially affected the risk level of the Fund.

Results of Operations

The Fund’s net asset value decreased from $135.5 million at December 31, 2017 to
$104.4 million at December 31, 2018. This change in net asset value represents a decrease of
$17.9 million due to net redemptions from the Fund and a decrease of $13.2 million due to
investment operations less distributions paid.

For the year ended December 31, 2018, the Fund returned -9.84% versus the Index return of
-9.29%. The main reasons for the difference in performance of -0.55% between the Fund and the
Index were management fees of -0.55%.

The Fund has a distribution policy that requires it to distribute sufficient net income and net
realized capital gains so that it will not be liable to pay income tax under Part I of the Income Tax
Act (Canada). Amounts included in the calculation of net income and net realized capital gains of
the Fund for a taxation year, that must be distributed in accordance with the distribution policy,
sometimes include amounts that have not actually been received by the Fund.

The Fund may borrow cash in accordance with the restrictions in National Instrument 81-102 –
Investment Funds, and, in accordance with the terms of exemptive relief, as a temporary
measure to fund the portion of any distributions payable to unitholders that represents amounts
that have not yet been received by the Fund. Pursuant to such relief, the borrowing may not be
for a period longer than 45 days, and the Fund is limited to borrowing up to the amount of the
distribution that is payable to, but has not yet been received, by the Fund and, in any event, not
more than 5% of the net assets of the Fund. For the year ended December 31, 2018, the Fund
did not borrow any cash.

Recent Developments

Director & Officer Appointments

Effective July 1, 2018, Jeffrey Berman was appointed as a director and officer of BlackRock
Canada.
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Effective October 30, 2018, Michelle Daly was appointed as Chief Financial Officer of BlackRock
Canada.

Director & Officer Resignations

Effective March 16, 2018, Lee Wanie resigned as a director and officer of BlackRock Canada.

Effective June 30, 2018, Warren Collier resigned as a director and officer of BlackRock Canada.

Effective October 30, 2018, Saurabh Pathak resigned as Chief Financial Officer of BlackRock
Canada.

Strategic Alliance with RBC Global Asset Management

On January 8, 2019, BlackRock Canada and RBC Global Asset Management Inc. (“RBC GAM”)
announced that they have entered into a strategic alliance with regard to their ETF businesses in
Canada whereby the ETF families offered by BlackRock Canada and RBC GAM are brought
together under one brand – RBC iShares (the “Strategic Alliance”). The Strategic Alliance is a
long-term contractual strategic alliance without the establishment of a joint venture entity. Under
the Strategic Alliance, each of BlackRock Canada and RBC GAM provide the other party with
support and certain services in relation to administration, distribution support, marketing and
management of the ETFs managed by each of BlackRock Canada and RBC GAM (collectively,
the “Strategic Alliance ETFs”). In connection with the provision of these mutual services,
BlackRock Canada and RBC GAM provide each other with certain limited information, review and
consent rights in relation to the Strategic Alliance ETFs. In addition, as consideration for these
mutual services provided as part of the Strategic Alliance, BlackRock Canada and RBC GAM
agree to share management fee revenue earned from the Strategic Alliance ETFs. Although
BlackRock Canada and RBC GAM provide services to each other, the two firms continue to
maintain separate fund management and portfolio advisory responsibilities for the Strategic
Alliance ETFs for which they serve as investment fund manager or portfolio adviser. The
Strategic Alliance Agreement contemplates that BlackRock Canada and RBC GAM will work
together on new product development and ongoing review and rationalization of the product
lineup.

Related Party Transactions

Trustee, Manager and Portfolio Advisor

BlackRock Canada, an indirect, wholly-owned subsidiary of BlackRock, Inc. (“BlackRock”), is the
trustee, manager, and portfolio advisor of the Fund and is responsible for the day-to-day
administration of the Fund. The Fund pays annual management fees to BlackRock Canada as
consideration for its services.

The Fund is permitted to purchase, sell and hold securities of certain issuers that are directly or
indirectly related to BlackRock Canada (currently including, but not limited to, BlackRock and
PNC Financial Services Group, Inc.). With respect to investment in related issuers, BlackRock
Canada has relied on the approval that it has received from the IRC. The approval requires
BlackRock Canada to comply with its current policy and procedures regarding investments in
related issuers and to report periodically to the IRC.
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The Fund may execute inter-fund trades. Inter-fund trading is the buying and selling of portfolio
securities between funds for which BlackRock Canada serves as trustee and manager and
managed accounts to which BlackRock Canada serves as manager. With respect to inter-fund
trades, BlackRock Canada has relied on the approval that it has received from the IRC. The
approval requires BlackRock Canada to comply with its current policy and procedures regarding
inter-fund trading and to report periodically to the IRC.

BlackRock Canada has agreed to be responsible for the fees and expenses of the Fund except
the management fees, any expenses related to the implementation and on-going operation of an
IRC under NI 81-107, brokerage expenses and commissions, income taxes, withholding taxes,
any applicable harmonized sales tax (“HST”), goods and services tax (“GST”) or other sales
taxes.

Securities Lending Agents

The Fund has engaged BlackRock Institutional Trust Company, N.A. (“BTC”) and BlackRock
Advisors (UK) Limited (“BRAL”), affiliates of BlackRock Canada, as securities lending agents. To
mitigate risks from securities lending, the Fund benefits from a borrower default indemnity
provided by BlackRock, an affiliate of BlackRock Canada. BlackRock’s indemnity allows for full
replacement of securities lent in the event that the borrower defaults on its obligation to return the
loaned securities and collateral received is insufficient to reconstitute the portfolio of loaned
securities. BTC and/or BRAL bear all operational costs directly related to securities lending as
well as the cost of borrower default indemnification. For the year ended December 31, 2018, the
Fund earned $27,975 from counterparties in securities lending income. BTC and BRAL are
entitled to receive a portion of the total securities lending income earned from counterparties for
their role as lending agents.

BlackRock Canada relies on a positive recommendation and standing instruction that it has
received from the IRC with respect to the securities lending activities of the Fund, including the
appointment of and payment to its affiliates as securities lending agents. The standing instruction
requires BlackRock Canada to comply with its current policy and procedures regarding securities
lending and to report periodically to the IRC.

Sub-Advisor

BlackRock Canada has appointed its affiliate, BTC, as the sub-advisor of the Fund. As
compensation for its services as sub-advisor, BlackRock Canada pays BTC a portion of the
management fees paid by the Fund to BlackRock Canada.

With respect to the appointment of and payment to its affiliate as sub-advisor for the Fund,
BlackRock Canada has relied on the positive recommendation that it has received from the IRC.
The recommendation requires BlackRock Canada to comply with its current policy and
procedures regarding the selection of an affiliated sub-advisor and to report periodically to the
IRC.
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Financial Highlights

The following tables show selected key financial information about the Fund and is intended to
help you understand its financial performance for the past five years.

December 31,

2018 2017 2016 2015 2014

Net Assets per Unit 1

Net assets, beginning of year $ 13.55 $ 12.72 $ 9.14 $ 11.82 $ 12.36

Increase (decrease) from operations:

Total revenue $ 0.19 $ 0.17 $ 0.20 $ 0.25 $ 0.26
Total expenses (0.08) (0.08) (0.08) (0.07) (0.08)
Realized gains (losses) for the year (0.24) 0.07 (0.24) (1.62) (1.09)
Unrealized gains (losses) for the year (1.23) 0.65 3.66 (0.53) 0.97

Total increase (decrease) from operations2 $ (1.36) $ 0.81 $ 3.54 $ (1.97) $ 0.06

Distributions:

From income (excluding dividends) $ — $ — $ — $ — $ —
From dividends (0.09) (0.05) (0.10) (0.17) (0.16)
From capital gains — (0.00)3 — — —
Return of capital (0.00)3 — (0.00)3 (0.00)3 (0.00)3

Total distributions4,5 $ (0.09) $ (0.05) $ (0.10) $ (0.17) $ (0.16)

Net assets, end of year $ 12.14 $ 13.55 $ 12.72 $ 9.14 $ 11.82

Ratios and Supplemental Data 6

Total net asset value (000s) $104,386 $135,535 $139,909 $100,566 $143,074
Number of units outstanding (000s) 8,600 10,000 11,000 11,000 12,100
Management expense ratio7 0.61% 0.61% 0.61% 0.62% 0.61%

Trading expense ratio8 0.00%9 0.00%9 0.00%9 0.00%9 0.00%9

Portfolio turnover rate10 33.48% 31.47% 50.85% 41.78% 29.38%

Net asset value per unit $ 12.14 $ 13.55 $ 12.72 $ 9.14 $ 11.82
Closing market price11 $ 12.13 $ 13.58 $ 12.71 $ 9.13 $ 11.84

1 This information is derived from the Fund’s audited annual financial statements and is not a reconciliation of the
beginning and ending net assets per unit. The net assets per unit presented in the financial statements is the same as
the net asset value per unit calculated for Fund pricing purposes.

2 Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase
(decrease) from operations is based on the weighted average number of units outstanding over the year.

3 Rounded to less than $0.01.
4 Distributions were paid in cash or automatically reinvested in additional units of the Fund, or both.
5 The tax characteristics of distributions are reported annually by the Fund to CDS Clearing and Depository Services Inc.

(“CDS”). CDS makes this information available to brokers who provide it to unitholders through standard tax reporting.
6 This information is provided as at December 31 of the years shown.
7 Management expense ratio (“MER”) is based on total fees and expenses (excluding commissions and other portfolio

transaction costs) for the stated year, including the Fund’s proportionate share of the MER, if any, of any underlying
fund in which the Fund has invested, and is expressed as an annualized percentage of average daily net asset value
during the year.

8 The trading expense ratio (“TER”) represents total commissions and other portfolio transaction costs expressed as an
annualized percentage of average daily net asset value during the stated year. Where the Fund invests in any
underlying fund, the TER includes the Fund’s proportionate share of the commissions of any underlying fund in which
the Fund has invested.

9 Rounded to less than 0.01%.
10 The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio manager trades its portfolio investments. A

portfolio turnover rate of 100% is equivalent to the Fund buying and selling all of the securities in its portfolio once in the
course of the year. The higher a fund’s portfolio turnover rate in a year, the greater the trading costs payable by the fund
in the year, and the greater the chance of an investor receiving taxable capital gains in the year. There is not
necessarily a relationship between a high turnover rate and the performance of a fund.

11 Closing market price on the last trading day of the year as reported on the Exchange.
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Management Fees

The management fees are calculated based on 0.55% per annum of the average daily net asset
value of the Fund. The fees are accrued daily and are generally paid monthly, but in any case not
less than quarterly. For the year ended December 31, 2018, the Fund accrued $651,170
(excluding GST and HST in the amount of $66,877) in management fees. These management
fees were received by BlackRock Canada for managing the portfolio, maintaining portfolio
systems used to manage the Fund, maintaining the www.blackrock.com/ca website, and
providing all other services including marketing and promotion.

Past Performance

The following chart shows past performance for the Fund. The indicated rates of return (a) are
the historical total returns including changes in net asset value per unit, and (b) assume
reinvestment of all distributions during the period in additional units at the net asset value per unit
at the time of the distribution. The reinvestment of distributions increases returns. These returns
do not take into account sales, redemption, distribution or optional charges or income taxes
payable by any unitholder that would have reduced returns. These returns do not indicate how
the Fund will perform in the future.

Year-by-Year Returns

The bar chart below shows the Fund’s annual performance for each of the years shown and
illustrates how its performance has changed from year to year. The chart shows, in percentage
terms, how much an investment made in the Fund on the first day of each year would have grown
or decreased by the last day of the year.
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Annual Compound Returns

The following table shows the Fund’s annual compound total return for the years ended on
December 31, 2018. The annual compound return is compared to the returns of the Index
calculated on the same basis. See Results of Operations section of this report for further
information regarding the current year performance of the Fund relative to the Index.

1 Year 3 Years 5 Years 10 Years

XMA -9.84% 10.62% 0.58% -0.32%
Index -9.29% 11.31% 1.19% 0.24%

Difference -0.55% -0.69% -0.61% -0.56%
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Summary of Investment Portfolio

The Fund held no short positions as at December 31, 2018. The following Top Holdings table
shows the 25 largest positions (or all positions if the total number of positions is less than 25) held
by the Fund as at December 31, 2018 based on the fair value of the position, expressed as a
percentage of the Fund’s net asset value.

TOP HOLDINGS

Position

% of Net

Asset Value

Nutrien Ltd. 17.20

Barrick Gold Corp. 9.43

Franco-Nevada Corp. 7.82

Teck Resources Ltd. Class B 6.50

Agnico Eagle Mines Ltd. 5.66

Wheaton Precious Metals Corp. 5.18

Goldcorp Inc. 5.09

First Quantum Minerals Ltd. 3.33

CCL Industries Inc. Class B 3.17

Kirkland Lake Gold Ltd. 2.91

Kinross Gold Corp. 2.41

Methanex Corp. 2.24

B2Gold Corp. 1.73

West Fraser Timber Co. Ltd. 1.59

Lundin Mining Corp. 1.58

OceanaGold Corp. 1.35

Pan American Silver Corp. 1.34

Yamana Gold Inc. 1.33

IAMGOLD Corp. 1.02

Stella-Jones Inc. 0.98

Turquoise Hill Resources Ltd. 0.97

Pretium Resources Inc. 0.93

Detour Gold Corp. 0.89

SSR Mining Inc. 0.87

Alamos Gold Inc. Class A 0.84

Total 86.36

Total Net Asset Value (000s) $104,386

PORTFOLIO ALLOCATION

Sector/Investment Type

% of Net

Asset Value

Metal & Mining 70.70

Chemicals 19.87

Paper & Forest Products 4.58

Containers & Packaging 4.52

Cash 0.10

Other assets, less liabilities 0.23

Total 100.00

This summary of investment portfolio may change due to the ongoing portfolio transactions of the
Fund and quarterly updates are available on the internet at www.blackrock.com/ca.
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