Starting with the Endpoint

Qutcome-Based Solutions That Focus on Investors’ Needs

by MARCIA ROITBERG

ichael Huebsch and Fred Dopfel
I\/I are members of a diverse team
of investment professionals that is
changing the way investors manage
their portfolios. BlackRock’s Multi-
Asset Client Solutions team (BMACS)
begins with each investor’s specific
needs. Huebsch, Head of BMACS, and
Dopfel, Head of BMACS, Client Strategy
—Americas, explain how the team
develops outcome-based solutions
designed to meet investors’ needs and
achieve their total portfolio objectives,
efficiently and consistently.

The BMACS team combines the
Multi-Asset Portfolio Strategies
Group with the former BGI Client
Advisory and Client Solutions
Groups. How did these individual
groups originate, and how do they
fit together now?

Fred Dopfel: The Client Advisory Group
originated at BGI more than a decade
ago to answer client questions and
provide thought leadership on total
portfolio issues. Clients sought to have
in-depth dialogue on complex topics
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such as strategic asset allocation,
active versus passive investing,
optimal manager structure, rebalanc-
ing and so on.

Client Solutions originated at BGI around
2006, when we began to observe that
many clients were looking for help in
solving their investment problems.
Rather than a single one-size-fits-all
product, clients needed solutions
that were a blend of products across
multiple asset classes. Forming the
Client Solutions Group enabled us to
more effectively design, build and
manage customized solutions for clients.

Michael Huebsch: The Multi-Asset
Portfolio Strategies Group started when
BlackRock merged with Merrill Lynch
Investment Managers in 2006. We
brought together strategy and portfolio
management groups from both firms,
and aligned them to create an overall
strategic framework for clients.

Our goal was to help clients build
portfolios to meet their liability obliga-
tions, risk tolerances and performance
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objectives, and then implement
portfolios to meet these goals. We have
worked with pension plans, sovereign
wealth funds, high-net-worth investors
and insurers, and helped them address
asset allocation challenges.

Now we’ve combined forces with our
colleagues from BGl, adding scale,
depth and diversity to create a really
unique combination of strengths.

Was the timing of these groups
originating in 2006 coincidental, or
was it driven by market changes?

Huebsch: | think it was the beginning
of anindustry trend, as clients started
looking to develop more strategic
business partners to help with their
investment needs. Our efforts were
driven by our clients’ demand for
intellectual capital and interest in
reducing their number of vendors.
Clients are seeking partners and
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reaching out to firms who can provide
first-class analytical capabilities,
strategy and portfolio implementation.

It was also a natural outgrowth of
our businesses. Both firms had deep
relationships with clients across many
funds, so it was very natural for them
to come to us for broader solutions. We
had developed a good understanding
of their investment needs and their
business. And now that we've brought
both firms together, we have tremen-
dous breadth of skill and focus that
are very additive for clients.

Agood example of this is our portfolio
management team. It combines the
former BlackRock active allocation
team with the former BGI structured
portfolio team. The ability to focus
comprehensively on fundamental and
scientifically driven solutions for our
clients is very powerful.
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Our fiduciary management business,
which allows clients to outsource key
components of plan management, is
part of the expanded group, and is also
fully supported across the entire firm.

Dopfel: With the combination of the
talent across both organizations, we
are the market leader in the solutions
space. | don’t know of any other firm
that has a dedicated team of the size,
quality and experience of BMACS.

How do clients benefit from the
group’s work?

Huebsch: Clients are looking for specific
outcomes rather than just products.
Traditionally, investors identified their
investment challenges—which could
be meeting a liability or reaching a
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performance target—and then hire
multiple vendors for single-product
strategies. Essentially, investors
assembled their own solutions.

Now we can work directly with clients
and their consultants and advisors to
provide a comprehensive solution with
multiple products that are carefully
selected to address their constraints
and achieve their objectives. These
broad combinations must be closely
managed to help consistently achieve
the desired outcome.

Dopfel: Arecent example of a client
benefit is the work we did for a large
pension plan, allocating a portion of its
investment portfolio to obtain a solution
that would satisfy several criteria: to
seek to meet or exceed the expected



return target, to limit asset draw-down,
to ensure sufficient liquidity, and to use
opportunistic strategies where possible.

We first considered all the possible
portfolios that would attain those
goals, and we found that the goals
could not be met by traditional asset
allocation. So we looked across the
entire organization for ideas, including
ideas on best beta for market-related
exposures and best alpha for skill-
based exposures.

Then we developed a solution—a
portfolio designed to meet the client’s
objectives. The process itself allowed
us to learn more about the client’s
goals, as we began to understand
the practicalities and the trade-offs
among the client’s objectives.

Is this solutions-based approach
an evolution in how institutional
investors manage their portfolios?

Dopfel: Yes, that’s a key observation.
Outcome-oriented strategies reflect the
evolving needs of investors for strategies
that are uniquely suited to their goals. As
aresult, they involve novel investment
structures, blending investment compo-
nents in unconventional ways. There’s
also greater importance being placed
on highly efficient implementation.
All of this requires closer partnerships
between investors and their managers.
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What are the challenges managers
face in developing these kinds
of solutions?

Huebsch: Firstis certainly to have
the breadth of products necessary to
create customized solutions. Equally
important, and perhaps underesti-
mated, is implementation—the ability
to bring together diverse products,
select the most appropriate ones,
understand how they work together,
and manage each portfolio to derive
the targeted outcome.

Dopfel: The ultimate solution, the actual
implementation plan, and the ongoing
management can be very complex,
involving many products at once. This is
coordinated within the BMACS group as
a complete solution for a specific goal.
[t’s not just a product, but a full solution.

Huebsch: We have more than 130
people in the group, each with very
strong experience in multiple areas—
risk management, operations, asset
allocation, fundamental and quantita-
tive research, portfolio construction,
derivatives, currency and liability
hedging, trading and client strategy.

We have a tremendous skill set that
can deliver on multiple levels to create
solutions for clients. There’s a chal-
lenging series of constraints to meet
in developing an outcome-based
solution, and it demands this broad
array of skills.



Please explain the principles that
guide this diverse team of invest-
ment professionals.

Huebsch: We have five guiding prin-
ciples. First, is to serve as a trusted
advisor to our clients by providing
unbiased advice on portfolio issues
and multi-asset solutions. Second, is
to deliver BlackRock’s global capabili-
ties. The third is to employ a flexible
framework and a tailored approach
to each client’'s needs—we’re not just
delivering a product, we're delivering

a flexible solution adapted directly to
the client’s particular needs. Fourth,
we take ownership of the implementa-
tion and performance of our solutions.
Fifth and final, we use research inter-
nally, along with our portfolio teams, to
select appropriate return-generating
strategies for our clients. Taken togeth-
er, our guidelines translate into a higher
likelihood of strategies meeting or
exceeding the clients’ goals.

Dopfel: And although it may not be
written in our guidelines per se,
another important aspect of the
solutions we develop is that they're
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product indifferent. So clients can be
confident that the solutions we create
are driven by their needs, not by our
own business objectives.

Huebsch: We also work very closely with
our colleagues in BlackRock’s Global
Client Group to help formulate the right
approach to their clients’ investment
challenges. We're here to serve and
implement as best as we can.

Whether it’s a global pension plan,
insurer, sovereign wealth fund, high-
net-worth individual or a central bank,
we work with our colleagues through-
out the world to design and implement
the best solutions for each client’s
precise needs.

Dopfel: And regardless of where they're
based, clients can contact the BMACS
team through their client relationship
officer, or at BMACSrequests-Americas
@blackrock.com. We welcome the
opportunity to work directly with clients
and their advisors, and look forward to
hearing from them.
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Important information

1.This material is for distribution only to those types of recipients as provided below and should not be relied upon by any other persons.
Circulation must be restricted accordingly. This material is provided for information purposes only and does not constitute a solicitation
in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful. Moreover, it neither constitutes an offer
to enter into an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter
into an investment agreement.

2.This material may contain forward-looking information that is not purely historical in nature. Such information may include, among
other things, projections, forecasts, aestimates of yields or returns, and proposed or expected portfolio composition. Moreover, certain
historical performance information other investment vehicles or composite accounts managed by BlackRock have been included in this
material and such performance information is presented by way of examaple only. No representation is made that the 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 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.

3. 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. The opinions expressed are as of 1 February 2012 and may
change as subsequent conditions vary. 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. There
is no guarantee that any forecasts made will come to pass. Any investments named with 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
performances is no guarantee to future results.

4.This material is issued in the UK by BlackRock Investment Management (UK) Limited (authorised and regulated by the UK Financial
Services Authority). Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Registered in England No. 2020394. Tel: +44 20 7743
3000. For your protection, telephone calls are usually recorded. BlackRock is the trading name of BlackRock Investment Management
(UK) Limited and BlackRock Advisors (UK) Limited. In Hong Kong, the information provided is issued by BlackRock (Hong Kong) Limited
and is only for distribution to professional investors (as defined in the Securities and Futures Ordinance [Cap. 571 of the laws of Hong
Kong and any rules made under the Ordinancel). In Singapore, the information provided is distributed by BlackRock (Singapore) Limited
(company registration no. 200010143N) and is for distribution to institutional investors (as defined in Section 4A of the Securities and
Future Act, Chapter 289 of Singapore (the SFA) and accredited investors (as defined in section 4A of the SFA) only). In Brunei, Malaysia
and Thailand, this document is provided in a private and confidential manner to institutional investors only. This material is issued in the
United Arab Emirates by BlackRock Advisors (UK) Limited — Dubai Branch which is regulated in the UAE by the Dubai Financial Services
Authority (DFSA). It is directed at professional clients only within the meaning of the rules of the DFSA and no other person should rely
upon the information contained within it. For distribution in EMEA, Korea and Taiwan for Professional Investors only (or professional
clients, as such term may apply in the relevant jurisdictions). BlackRock Investment Management (Taiwan) Limited is an independent
legal entity, which is located at 28F, 95 Tun Hwa South Road, Section 2, Taipei, Taiwan. Tel (02)23261600. In Japan, this material is not for
use with individual investors. This material may be distributed/issued in Canada, Australia and New Zealand by BlackRock Financial
Management Inc. (BFM), which is registered as an International Advisor with the Ontario Securities Commission. In Australia, BFM is
exempted under ASIC Class Order 03/1100 from the requirement to hold an Australian Financial Services Licence and is regulated by
the Securities and Exchange Commission under US Laws, which differ from Australian laws. In New Zealand, this presentation is offered
to institutional and wholesale clients only. It does not constitute an offer of securities to the public in New Zealand for the purpose of
New Zealand securities law. BFM believes that the information in this document is correct at the time of compilation, but no warranty
of accuracy or reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to any
person by reason of negligence) is accepted by BFM, its officers, employees or agents. This document contains general information only
and is not intended to represent general or specific investment advice. The information does not take into account your financial
circumstances. An assessment should be made as to whether the information is appropriate for you having regard to your objectives,
financial situation and needs.

In Latin America, for Institutional Investors only. It is possible that some of the funds mentioned or inferred to in this material have not
been registered with the securities regulator of Argentina, Brazil, Chile, Colombia, Mexico, Peru, Uruguay or any other securities
regulator in any Latin American country, and thus, might not be publicly offered within any such country. The securities regulators of
such countries have not confirmed the accuracy of any information contained herein. No information discussed herein can be provided
to the general public in Latin America.
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