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Goodbye Summer, Hello Volatility

1 Active ETFs take in record inflows, with investors showcasing
® preference for value factor and fixed income allocations.

2 Broad emerging market ETFs struggle to hold onto assets, but
® emerging markets ex-China funds see sizable inflows.

3 The barbell is back as investors allocate to both short and long
® duration U.S. Treasuries to balance yield with portfolio ballast.

Market Snapshot

Despite the volatility to start the month of August, global equities ‘fully’ recovered from the
technically-driven sell-off. The S&P 500 ended the month up 2.4% and ACWI ex-U.S. higher by
2.9%. Although we see the probability of a U.S. recession to be relatively low, the risk/reward of
adding to equities doesn’t look particularly favorable. The softening macroeconomic backdrop may
continue to stoke volatility, especially as we move towards the U.S. election in November. We
advocate for taking down U.S. beta, look towards regional diversification, and focus on portfolio

income.
Monthly Asset Class ETF Flows
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All flow amounts are denominated in USD, unless otherwise stated. All data sources are from BlackRock,
Bloomberg, as of August 31, 2024, unless otherwise specified. The opinions expressed are as of date and are
subject to change at any time due to changes in market or economic conditions. MKTGHO725A/S-4667780-1/6
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2024 is proving to be a watershed year for active ETFs as investors
look for ways to navigate both market volatility and dispersion.

Active ETFs have garnered over US$200bn in in their fixed income allocations over their
net inflows year-to-date — more than double equity allocations. To read more about how
2023’s total figure. The flows come in BlackRock sees the future growth of the
tandem with new product launches, with over active ETP industry, read our whitepaper
200 active ETFs hitting the market this year Decoding Active ETFs.

alone. The pace of inflows has also been Active ETP AUM

notable relative to index ETFs. Active ETFs

saw ~27% growth in AUM this year, as Fixed ‘

opposed to just 7% for index ETFs. Income,
32%
We've seen clear preference from investors

within the active equity ETF space. Large-cap

growth ETF flows are predominantly

concentrated in index funds (91% index, 9% Equity = Fixed Income = Other
active), while large-cap value ETF flows are Index ETP AUM
significantly more active in nature (51%

Income,

combination of product launches and 17%

investors looking for cheaper active within a
trusted wrapper.

index, 49% active). This stems from a Fixed I

Another emerging trend is the usage of
active fixed income ETFs. Investors look to be Equity = Fixed Income = Other

more inclined to using an active manager
9 9 Source: BlackRock, Bloomberg. As of Aug 31,
2024. Charts are not drawn to scale; relative

sizing is for illustrative purposes only.

Active ETFs have seen significant growth, faster than the broader industry
trend, despite only making up ~6% of the total ETF AUM.

Active & Index ETF Asset Growth
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https://www.blackrock.com/institutions/en-axj/literature/whitepaper/decoding-active-etfs-2024.pdf

2. Divvying up emerging markets

A stark contract in August flows pit broad emerging markets against
their emerging markets ex-China counterparts.

It's an asset allocation trend we’ve talked seen increased investor interest in other
about before: separating out Chinese equity APAC emerging markets, such as India and
exposure from the broader emerging market Vietnam.

complex as a way to manage risk. In August, The latter — which has seen Chinese real
we saw this trend reassert itself in a clear estate, domestic consumption, and export-
fashion: broad emerging market funds saw driven manufacturing suffer - is an

~US$1.4bnin net outflows, while emerging economic reality policymakers will be forced
markets ex-China funds gathered ~US$1.0bn to deal with, the ramifications of which will be

in assets. felt globally.

This coincides with the broader shift we've
seen from asset allocators. Over the past
three years, broad emerging market ETFs
have shed US$6.0bn in assets, while
emerging markets ex-China have added
US$13.6bn. In other words, there is still
appetite out there for emerging markets, but
investors are shying away from China itself.

Growth in India ETF AUM

Year-to-date AUM Growth

Much of this trend can be chalked up to two
drivers: geopolitical tensions globally and
Chinese economic weakness. The former — a
key megatrend in the post-COVID world — will
reshape supply chains, trade deals, and the

flow of commerce globally. As a result, we've —=India-focused ETFs

Source: BlackRock, Bloomberg. As of Aug 31, 2024.

August saw a continuation of a trend that has only accelerated over the past
two years, where investors separate out China from broader emerging markets.

Emerging Market ETF Flows (3Y)
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Investors continue to allocate heavily towards bonds, searching for

yield and ballast. from ‘bad data is good for stocks’ (as it
Fixed income ETPs managed to earn a new means inflation is slowing) to ‘bad data is
accolade this summer: the global industry bad for stocks’ (as a growth slowdown may
saw over US$60bn in inflows in July alone, overshoot).

hitting a new monthly record for the ETP
asset class. August saw the trend continue,
marking the largest three-month stretch of
fixed income ETP inflows ever.

Although we remain broadly constructive on
global growth, we do see room for investors
to look for portfolio hedges and focus on
earnings income across asset classes.
Broadly, fixed income demand stemmed August 2024

from investors both seeking ballast amid the

early month’s volatility and then taking down

equity risk once markets recovered from the

technical drawdown. Interestingly, we did not
see any drawdown in cash levels: total assets

+US
. . . $42bn
in money market funds climbed again to a AN
new record of US$6.3tr. 'l"
BlackRock investors have noted that they
expect to see this rotation away from equities m Broad Market Emerging Markets
and into bonds as a natural move given the
slowing global growth backdrop. As central
banks start to move their focus away from
inflation and towards economic growth, = Other U.S. Treasury

we’ve seen bonds reemerge as ballast within

investor portfolios. This constitutes the shift There is no guarantee that any expectations made will come to pass.
Source: BlackRock, Bloomberg. As of Aug 31, 2024. Charts are not

drawn to scale; relative sizing is for illustrative purposes only.

= High Yield ® Investment Grade

= | oans = Munis

Investors are adding to U.S. Treasuries across the curve, but the pick-up has
been notable in the last three months to both short- and long-term UST ETPs.

Monthly U.S. Treasury ETP Flows by Duration
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Important information

This material is provided for educational purposes only and is not intended to be relied upon as a forecast, research or investment
advice, and is not a recommendation, offer or solicitation to buy or sell any securities or iShares Funds, nor to adopt any investment
strategy. The opinions expressed are subject to change. References to specific securities, asset classes and financial markets are for
illustrative purposes only and are not intended to be and should not be interpreted as recommendations. There are risks associated
with investing, including loss of principal. The value of investments involving exposure to foreign currencies can be affected by
exchange rate movements. Reliance upon information in this material is at the sole risk and discretion of the reader. The material was
prepared without regard to specific objectives, financial situation or needs of any investor. You are reminded to refer to the relevant
prospectus for specific risk considerations which are available from BlackRock or the iShares websites.

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among
other things, projections, forecasts, and estimates of yields or returns. No representation is made that any performance presented will
be achieved by any BlackRock or iShares Funds, or that every assumption made in achieving, calculating or presenting either the
forward-looking information or any historical performance information herein has been considered or stated in preparing this
material. Any changes to assumptions that may have been made in preparing this material could have a material impact on the
investment returns that are presented herein. Past performance is not a reliable indicator of current or future results and should not
be the sole factor of consideration when selecting a product or strategy.

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.

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed by the
Securities and Futures Commission of Hong Kong. This material is for distribution to "Professional Investors" (as defined in the
Securities and Futures Ordinance (Cap.571 of the laws of Hong Kong) and any rules made under that ordinance) and should not be
relied upon by any other persons or redistributed to retail clients in Hong Kong.

In Australia and New Zealand, issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975, 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.

BlackRock Investment Management (Australia) Limited (“BIMAL”) is not licensed by a New Zealand regulator to provide ‘Financial
Advice Service’ or ‘Keeping, investing, administering, or managing money, securities, or investment portfolios on behalf of other
persons’. BIMAL'’s registration on the New Zealand register of financial service providers does not mean that BIMAL is subject to
active regulation or oversight by a New Zealand regulator.

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. Refer
to BIMAL’s Financial Services Guide on its website for more information. 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 products and 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 offer is only made to, and capable of acceptance by,
persons in 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 been taken 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. 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 Singapore, this is issued by BlackRock (Singapore) Limited (Co. registration no. 200010143N) for use only with
institutional/accredited investors as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This
advertisement or publication has not been reviewed by the Monetary Authority of Singapore.

In South Korea, this information is issued by BlackRock Investment (Korea) Limited. This material is for distribution to the Qualified
Professional Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-regulations) and for
information or educational purposes only, and does not constitute investment advice or an offer or solicitation to purchase or sells in
any securities or any investment strategies.

In Taiwan, Independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100, Songren Rd.,
Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600.

In China, This material may not be distributed to individuals resident in the People's Republic of China ("PRC"), for such purposes, not
applicable to Hong Kong, Macau and Taiwan) or entities registered in the PRC unless such parties have received all the required PRC
government approvals to participate in any investment or receive any investment advisory or investment management services.

For Southeast Asia: This document is issued by BlackRock and is intended for the exclusive use of any recipient who warrants, by
receipt of this material, that such recipient is an institutional investors or professional/sophisticated/ qualified/accredited/expert
investor as such term may apply under the relevant legislations in Southeast Asia (for such purposes, includes only Malaysia, the
Philippines, Thailand, Brunei and Indonesia). BlackRock does not hold any regulatory licenses or registrations in Southeast Asia
countries listed above, and is therefore not licensed to conduct any regulated business activity under the relevant laws and
regulations as they apply to any entity intending to carry on business in Southeast Asia, nor does BlackRock purport to carry on, any
regulated activity in any country in Southeast Asia. BlackRock funds, and/or services shall not be offered or sold to any person in any
jurisdiction in which such an offer, solicitation, purchase, or sale would be deemed unlawful under the securities laws or any other
relevant laws of such jurisdiction(s).

This material is provided to the recipient on a strictly confidential basis and is intended for informational or educational purposes
only. Nothing in this document, directly or indirectly, represents to you that BlackRock will provide, or is providing BlackRock products
or services to the recipient, or is making available, inviting, or offering for subscription or purchase, or invitation to subscribe for or
purchase, or sale, of any BlackRock fund, or interests therein. This material neither constitutes an offer to enter into an investment
agreement with the recipient of this document, nor is it an invitation to respond to it by making an offer to enter into an investment
agreement.

The distribution of the information contained herein may be restricted by law and any person who accesses it is required to comply
with any such restrictions. By reading this information you confirm that you are aware of the laws in your own jurisdiction regarding
the provision and sale of funds and related financial services or products, and you warrant and represent that you will not pass on or
utilize the information contained herein in a manner that could constitute a breach of such laws by BlackRock, its affiliates or any
other person

For Other Countries in APAC: This material is provided for your informational purposes only and must not be distributed to any other
persons or redistributed. This material is issued for Institutional Investors only (or professional/sophisticated/qualified investors as
such term may apply in local jurisdictions) and does not constitute investment advice or an offer or solicitation to purchase or sell in
any securities, BlackRock funds or any investment strategy nor shall any securities be offered or sold to any person in any jurisdiction
in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction.

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

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

©2024 BlackRock, Inc. or its affiliates. All Rights Reserved. iShares® and BlackRock® are registered trademarks of BlackRock, Inc. or its

affiliates in the United States and elsewhere. All other trademarks, servicemarks or registered trademarks are the property of their
respective owners.
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