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Key takeaways

* Since early February, concerns of a more challenging growth-inflation mix in the U.S. have been
building. What started as a sharp increase in trade policy uncertainty has translated into weaker
consumer (and C-suite) sentiment data. Firms in a range of industries have reflected additional
conservatism in their EPS guidance. And while analysts’ earnings revision momentum has moved
into negative territory, we believe there is likely room for this trend to intensify, given the
macroeconomic risks now appear tilted to the downside (after a period of above-trend growth).

*  We see risk of a ‘catching down’ on two fronts: (1) that the hard economic data catches down to
the soft sentiment data, and (2) that corporate fundamentals (specifically, margins) catch down
to lower earnings guidance/revisions. We continue to see risk for additional spread widening —
beyond the modest amount which has occurred since early February. That said, the magnitude of
the potential growth slowdown is key, and we are not expecting a recession.

* In past episodes of market volatility, private credit has shown an ability and willingness to step in
to provide financing to a wide range of borrowers. We would expect that pattern to hold in the
current backdrop as well, if conditions in syndicated debt financing markets turn choppy.

* This week, we also take stock of the prevailing market narrative that M&A activity is tracking at
depressed levels, owing to a decline in CEO and CFO confidence (per recent surveys). Underlying
deal-level data from Dealogic reveals a more active backdrop for strategic M&A vs. what
headlines might suggest, driven in part by the cash-rich Technology and Healthcare sectors.

* We see two implications. First, companies and sectors with a fundamental need to conduct M&A
(for business growth or diversification) will likely move forward, regardless of the broader market
environment. Second, a strong balance sheet is a competitive advantage. Firms and sectors with
cash-rich financial positions and ample liquidity could use episodes of equity market declines to
bid for long-watched targets at a lower price. Indeed, the historical data shows that some of the
most active quarters for strategic Healthcare M&A activity since 2007 have occurred following
sharp declines in the S&P 500 (details within).

Exhibit 1: 2025 annual guidance revisions have skewed strongly negative, so far
Annual EPS Guidance Revisions for the S&P 500, as captured by Bloomberg Intelligence
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Source: Bloomberg Intelligence, BlackRock. As of March 21, 2025 (most recent update as of March 26, 2025).
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Company guidance inflects lower

Since early February, market participants’ concerns regarding a more challenging growth-inflation mix in
the U.S. have been building. What started as a sharp increase in trade policy uncertainty has translated
into weaker consumer sentiment data (Exhibit 2). Firms in a range of consumer-facing industries
(Travel/Leisure, Retail, Consumer Staples, among others) have reflected additional conservatism in their
EPS guidance (Exhibits 1 and 3). And while analysts’ earnings revision momentum has moved into
negative territory (Exhibit 4), we believe there is likely room for this trend to intensify, given the
macroeconomic risks now appear tilted to the downside (after a period of above-trend growth).

As it relates to U.S. trade policy, our colleagues in the BlackRock Investment Institute believe an average
effective tariff rate of approximately 10% could be the ultimate landing zone — with volatility along the
way. We continue to see two key risks to the broader macroeconomic backdrop, which could negatively
impact corporate credit valuations. First is a prolonged period of elevated policy uncertainty, which could
temper business investment and hiring decisions. Second is if corporates use layoffs more aggressively to
protect their margins. For now, the low layoff rate in the U.S. has produced robust aggregate consumer
spending, in support of economic activity. But a deterioration in the labor market could cause the
weakness — which has, so far, been confined to the low-income consumer, to extend more broadly.

Exhibit 2: Consumer sentiment has deteriorated...
U.S. consumer sentiment measures (monthly)
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Source: Conference Board, University of Michigan, Bloomberg, BlackRock. As of March 2025.

Exhibit 3: ...and company guidance for 1Q2025 has been adjusted lower in recent weeks
Quarterly EPS Guidance Momentum Score for the S&P 500, as calculated by Bloomberg Intelligence
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Source: Bloomberg Intelligence, BlackRock. As of March 21, 2025 (latest update as of March 26, 2025). For a given period, the
Guidance Momentum Score is calculated by Bloomberg Intelligence as: (Upward Revisions - Downward Revisions+0.5*Neutral
Revisions) / Total Guidance Announced.
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Exhibit 4: We see scope for analyst revisions to move further into negative territory
Net Revision Momentum of 12-month forward EPS for the S&P 500, as calculated by Bloomberg
Intelligence, and the 4-week moving average
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Source: Bloomberg, BlackRock. As of March 21, 2025 (most recent update as of March 26, 2025). Net Revision Momentum = (Positive
Revisions — Negative Revisions) / Total Revisions.

The takeaway for corporate credit

While the high-frequency guidance and earnings revision data sets are specific to the equity market, we
see scope for these trends to extend into the corporate credit market, as well. As we have outlined
previously, we see risk for some additional spread widening — beyond the modest amount which has
occurred since early February (Exhibit 5). This rebuilding of risk premia should reflect a more challenging
growth-inflation mix in the U.S., as well as heightened policy uncertainty. So far, margins have not shown
signs of sharp deterioration (Exhibit 6), but this metric will be important to monitor as tariffs are
implemented (we are watching the April 24 deadline closely for additional details).

Beyond the first-order impacts in liquid corporate credit markets, previous episodes of market volatility
have provided an opening for private credit to step in as a stabilizing force, providing financing to a wide
range of borrowers when conditions are choppy in syndicated financing markets. We would expect that
pattern to hold in the current backdrop as well, if such a disruption materializes.

Exhibit 5: USD IG and HY spreads are below longer-term medians, even after recent widening
Index-level option adjusted spreads (OAS) in bp, for the Bloomberg USD 1G and HY Corporate indices

usbic - ------ current IG USD HY (RHS) current HY (RHS)

180 700
160 600 =
g 140 =
% 500 %
< 120 (@]
®) >
O] 400 T
= 100 a
8 \A.-_-- g

> 80 300

60 200

Mar-21 Sep-21 Mar-22 Sep-22 Mar-23 Sep-23 Mar-24 Sep-24 Mar-25

Source: Bloomberg, BlackRock. As of March 25, 2025. The figures shown relate to past performance. Past performance is not a
reliable indicator of current or future results. Index performance returns do not reflect any management fees, transaction costs or
expenses. Indices are unmanaged and one cannot invest directly in an index.
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Exhibit 6: Corporate margins will be key to monitor, as tariffs are implemented
Trailing 12-month adjusted EBITDA margins for the median issuer in the Bloomberg USD IG and HY
Corporate indices
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Source: Bloomberg, BlackRock. Captures data through 4Q2024 (most recent as of March 24, 2025).

Strategic M&A: underlying data reveal a baseline level of activity

This week, we also take stock of the prevailing market narrative that M&A activity is tracking at depressed
levels, owing to a decline in CEO and CFO confidence.

For background, on March 12t the Business Roundtable released its 1Q2025 CEQO Economic Outlook
Survey, which is a composite index of CEO plans for capital spending and hiring, as well as expectations
for sales over the next 6 months. 150 CEOs completed the survey between February 19 and March 7.
Overall, the index declined modestly (by 7 points) to 84, driven by all three categories. This is just above
the historic average of 83. A separate CFO survey conducted by the Richmond Fed (released March 26t)
noted a modest decline in optimism and a downgrade to CFOs’ U.S. GDP expectations.

That said, underlying deal-level data from Dealogic reveals a more active backdrop for strategic M&A vs.
what recent headlines might suggest, driven in part by the cash-rich Technology and Healthcare sectors
(Exhibits 7 and 8). As Exhibit 7 shows, announced strategic M&A for the past three quarters has been
tracking above the levels of mid-2022 through mid-2023.

Exhibit 7: Strategic M&A activity — not a boom, nor a bust, so far in 1Q2025
Announced strategic M&A volumes ($ in billions), by acquirers based in North America and Europe, by
quarter. Excludes cancelled and withdrawn deals.
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Source: Dealogic (ION Analytics), BlackRock. 1Q2025 is as of March 23, 2025.
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Exhibit 8: Healthcare and Technology are consistently active sectors in M&A
Sector mix of announced strategic M&A by North American and European acquirers. Captures deals valued
at $1 billion or more at announcement. Excludes cancelled and withdrawn deals.
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Source: Dealogic (ION Analytics), BlackRock. As of March 23, 2025.

For corporate credit investors, the funding mix of M&A transactions can have important implications for
credit fundamentals. For example, deals slated to be funded with cash can meaningfully reduce existing
liquidity cushions, and those requiring additional debt typically result in new bond offerings at a modestly
wider spread ‘concession’ to existing debt in the secondary market. Even in the example of ‘cash funded’
strategic M&A transactions, often the cash utilized for deal-making ultimately gets ‘replaced’ with a new
debt issue, based on anecdotal experiences over a longer-term history. On the more positive side for
bondholders, equity-funded deals can often improve leverage metrics (or at least keep such measures
stable). As Exhibit 9 illustrates, this year’s activity (so far) has had a strong skew towards all-cash
transactions. This is likely a function of the sector skew of activity — at least in part.

Exhibit 9: The year-to-date funding mix has skewed towards all-cash deals
Funding mix of announced strategic M&A by North American and European acquirers. Captures deals
valued at $1 billion or more at announcement. Excludes cancelled and withdrawn deals.
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Source: Dealogic (ION Analytics), BlackRock. 2025 is as of March 23, 2025.
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Why equity volatility might spur more M&A in some sectors

Some market participants have pointed to equity market volatility as another reason to expect muted
strategic M&A volumes in 2025. While this reasoning may hold in aggregate (as equity market volatility
may be a symptom of the overall macro backdrop and downside growth concerns), we believe there are
likely to be some exceptions at a sector level.

Indeed, the historical data shows that some of the most active quarters for strategic
Healthcare/Pharmaceutical sector M&A activity have occurred following sharp declines in the broader
equity market (Exhibit 10). In our view, this reflects two key considerations for corporate credit investors.

First, companies and sectors with a fundamental need to conduct M&A activity (for business growth or
diversification) will likely move forward, regardless of the broader market environment. For example, in our
referenced example of Healthcare/Pharmaceutical M&A, patent expirations and long cycle times for in-
house R&D drive an ongoing need to replenish product pipelines through inorganic activity.

Second, as we have highlighted previously, a strong balance sheet is a competitive advantage. Firms and
sectors with cash-rich financial positions and ample liquidity could use episodes of equity market declines
to bid for long-watched targets at a lower price. This is a somewhat counterintuitive result relative to the
prevailing market narrative and underscores the importance of monitoring management teams’ approach
to capital structure (leverage) management through granular credit selection.

Exhibit 10: Past equity market declines have not sidelined Healthcare M&A

Announced global strategic Healthcare/Pharmaceutical M&A activity ($ in billions) and the quarter-over-
guarter percentage change in the S&P 500 (RHS). Captures deals valued at $1 billion or more, at
announcement. Excludes cancelled or withdrawn deals.
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Source: Dealogic (ION Analytics), BlackRock. 2025 is as of March 25, 2025.
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Signals from recent ‘Fed speak’

Following the March FOMC meeting, commentary from Federal Reserve officials has been closely watched
for insight into the shift evident in FOMC members’ most recent projections, which now reflect lower
growth and higher inflation.

In a March 24t interview with Bloomberg, Atlanta Fed President Raphael Bostic noted that his projection
now reflects only one rate cut in 2025 (as opposed to two, previously), owing to “very bumpy” inflation.

He underscored the uncertainty in the current environment, mentioning that it is “an open question”
whether softer consumer survey data will translate into weaker economic activity.

Notably, President Bostic referenced that business leaders in his district generally expect to be able to
raise prices on their products without negatively impacting sales growth. That said, he noted “we will have
to see” how consumers manage any pass-throughs of price increases.

On the recent increase in some inflation expectations measures (Exhibit 11), President Bostic emphasized
the “far less dramatic” moves in the medium and longer-term inflation expectations, which he is
monitoring closely.

Exhibit 11: Federal Reserve officials are monitoring medium and longer-term inflation
expectations closely, given the rise in short-term measures

Inflation expectations: NY Fed 1-year and 3-year ahead, University of Michigan 1-year ahead, and
Conference Board 1-year ahead
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Source: Federal Reserve Bank of New York, Conference Board, University of Michigan, Bloomberg, BlackRock. As of February 28, 2025
(latest available as of March 25, 2025)
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BLACKROCK, nor the securities, products and services described herein, are registered (or intended to be registered) in the
Jurisdiction. Furthermore, neither BLACKROCK, nor the securities, products, services, or activities described herein, are regulated, or
supervised by any governmental or similar authority in the Jurisdiction. The Materials are private, confidential and are sent by
BLACKROCK only for the exclusive use of the addressee. The Materials must not be publicly distributed and any use of the Materials
by anyone other than the addressee is not authorized. The addressee is required to comply with all applicable laws in the Jurisdiction,
including, without limitation, tax laws and exchange control regulations if any.

The information provided within this document is for education purposes only in Bermuda. This information is not intended for
distribution to, or use by, any person or entity in any jurisdiction or country where such distribution would be unlawful under the
securities laws of such jurisdiction or country.

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 Colombia, the promotion of each product discussed herein is carried out through the Representative Office of BlackRock Fund
Advisors, authorized by the Colombian Financial Superintendence. The transmission of this information does not constitute a
securities public offering in Colombia. The products discussed herein 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 other applicable rules and
regulations related to the promotion of foreign financial and/or securities related products or services in Colombia. With the receipt of
these materials, and unless the Client contacts BlackRock with additional requests for information, the Client agrees to have been
provided the information for due advisory required by the marketing and promotion regulatory regime applicable in Colombia.
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In Chile, The securities if any described in this document are foreign securities, therefore: i) their rights and obligations will be subject
to the legal framework of the issuer's country of origin, and therefore, investors must inform themselves regarding the form and
means through which they may exercise their rights; and that ii) the supervision of the Commission for the Financial Market
(Comisién para el Mercado Financiero or “CMF”) will be concentrated exclusively on compliance with the information obligations
established in General Standard No. 352 of the CMF and that, therefore, the supervision of the security and its issuer will be mainly
made by the foreign regulator; In the case of a 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 registered in 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 MEXICO, FOR INSTITUTIONAL AND QUALIFIED INVESTORS USE ONLY. INVESTING INVOLVES RISK, INCLUDING POSSIBLE
LOSS OF PRINCIPAL. THIS MATERIAL IS PROVIDED FOR EDUCATIONAL AND INFORMATIONAL PURPOSES ONLY AND DOES NOT
CONSTITUTE AN OFFER OR SOLICITATION TO SELL ORA SOLICITATION OF AN OFFER TO 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 judgment in 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 addressee is an
Institutional or Qualified investor as defined under Mexican Securities (Ley del 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 Fondos de 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
atyour 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 documentis not
responsibility of BlackRock or any of its affiliates. Pursuant to the Mexican Data Privacy Law (Ley Federal de Proteccion de Datos
Personales en Posesion 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.

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.

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 document is marketing material. This is Issued by BlackRock (Netherlands) B.V. and 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 For your protection telephone calls are usually
recorded.

In Switzerland: This document shall be exclusively made available to, and directed at, qualified investors as defined in Article 10 (3) of
the CISA of 23 June 2006, as amended, at the exclusion of qualified investors with an opting-out pursuant to Art. 5 (1) of the Swiss
Federal Act on Financial Services ("FinSA"). For information on art. 8 / 9 Financial Services Act (FinSA) and on your client
segmentation under art. 4 FinSA, please see the following website: www.blackrock.com/finsa.
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In Israel: BlackRock Investment Management (UK) Limited is not licenced under Israel's Regulation of Investment Advice, Investment
Marketing and Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder.

In the DIFC: This document is intended strictly for Professional Clients as defined under the Dubai Financial Services Authority
(“DFSA™) Conduct of Business (COB) Rules. Blackrock Advisors (UK) Limited -Dubai Branch is a DIFC Foreign Recognised Company
registered with the DIFC Registrar of Companies (DIFC Registered Number 546), with its office at Unit L15 - O1A, ICD Brookfield
Place, Dubai International Financial Centre, PO Box 506661, Dubai, UAE, and is regulated by the DFSA to engage in the regulated
activities of ‘Advising on Financial Products’ and ‘Arranging Deals in Investments’ in or from the DIFC, both of which are limited to
units in a collective investment fund (DFSA Reference Number FOOO738).

In Saudi Arabia, This document is intended for Institutional and Qualified Clients (as defined by the Capital Market Authority) only
and should not be relied upon by any other persons. BlackRock Saudi Arabia, authorised and regulated by the Capital Market
Authority (License Number 18- 192-30). Registered office: 7976 Salim Ibn Abi Bakr Shaikan St, 2223 West Umm Al Hamam District
Riyadh, 12329 Riyadh, Kingdom of Saudi Arabia, Tel: +966 11 838 3600. CR No, 1010479419. For your protection telephone calls are
usually recorded. Please refer to the Capital Market Authority website for a list of authorised activities conducted by BlackRock Saudi
Arabia. Inthe UAE: This document is intended strictly for Exempt Professional Investors.

In the State of Qatar and the Qatar Financial Centre (QFC): This document is intended strictly for sophisticated institutions.

In Kuwait: This document is intended strictly for sophisticated institutions that are ‘Professional Clients’ as defined under the Kuwait
Capital Markets Law and its Executive Bylaws. 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 Investment Management (UK).
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. 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. 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. This document is 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. If you are an intermediary or third-party
distributor, you must only disseminate this material to other Professional Investors as permitted in the above-specified jurisdictions
and in accordance with applicable laws and regulations. Certain information contained herein has been obtained from published
sources and from third parties, including without limitation, market forecasts, internal and external surveys, market research, publicly
available information and industry publications. In addition, certain information contained herein may have been obtained from
companies in which investments have been made by entities affiliated with BlackRock. Although such information is believed to be
reliable for the purposes used herein, neither the Fund nor BlackRock assumes any responsibility for the accuracy or completeness of
such information. Reliance upon information in this material is at the sole discretion of the reader. Certain information contained
herein represents or is based upon forward-looking statements or information. BlackRock and its affiliates believe that such
statements and information are based upon reasonable estimates and assumptions. However, forward-looking statements are
inherently uncertain, and factors may cause events or results to differ from those projected. Therefore, undue reliance should not be
placed on such forward-looking statements and information.

© 2025 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK,BLACKROCK SOLUTIONS, iSHARES, BUILD ON
BLACKROCK and SO WHAT DO | DO WITH MY MONEY are trademarks of BlackRock, Inc. or its affiliates. All other trademarks are
those of their respective owners.
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