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Capitalize on market shifts with precision —
build nimble and granular portfolios with iShares ETFs

Market fluctuations present particular challenges to investors. The speed and severity of
market moves may make it increasingly difficult for institutions to adjust quickly. Yet
those that can adapt nimbly to fast-changing market action may have opportunities to
boost performance.

Enter iShares ETFs - Investors can look to break down the index exposure into more
granular components to infuse active views via tactical or strategic allocations to
outperform the index or to reduce cost.

A building block approach for portfolios will allow investors to better navigate the new
regime of greater macro volatility and dispersion. Investors can exercise flexibility within
broad equity exposures via style-flexible strategies, and equal-weighted indices. Such
flexibility allows them to continue to hold core regional market exposures and dial up or
down other allocations. The building block approach can add nimbleness to portfolios
and allow investors to react swiftly to changing market regimes and pick tilts such as
defensive play, income play, and buffer strategies for potential gains while limiting the
downside.

Challenge ETF Solution

* A leading insurer was looking to
implement active views via tactical or
strategic asset allocations.

e The insurer was able to meet its
objectives to track MSCI ACWI and
optimize for tracking error (TE) with

e The investor is benchmarked to MSCI our ETFs.
ACWI but wants to be able to tilt e They were able to construct granular
regional and single country views to portfolios with over 1,600 global
achieve alpha. iShares ETFs to choose from, and

tactically tilt between different

ETFs based on their market views.

e Availability of 40 Act and UCITS
solutions depending on investor
preferences.

e Various investment solutions were
considered.

e Optimization capabilities to target
low TE or low weighted total expense
ratio (TER) approaches to replicate
the index exposure.

Replicating MSCI World Index & MSCI ACWI with iShares ETFs
A Building Block Approach - MSCI World

Non-Ticker Version &

dgzﬂg-gsé‘-:rlp Index exposure
TER Tracking
- Exposure (Index level) (bps) Focus
+ SWAP
MSCI USA Index 7 — 72.2% - -
S&P 500 Index 7 74.3% — — —
MSCI Canada Index 48 — 3.1% — 3.1%
MSCI Europe Index 12 - 16.6% — 16.6%
EURO STOXX 50 Index 10 9.5% - 9.5% —
iShares Core MSCI FTSE 100 Index 7 6.0% - 6.0% —
World UCITS ETF MSCI Pacific ex-Japan 20 46% 2.7% 4.6% 2.7%
TER (bps) Weights (%) | Single ETF MSCI Japan Index 12 5.6% 5.4% 5.6% 5.4%
7 72.2% _ S&P 500 Index (Swap) 5 — — 74.3% —
MSCI USA Index (Swap) 7 - — — 72.2%

Total Weights 100.0% 100.0%
Ex-Ante TE 0.49% 0.05% 0.49% 0.04%
20 - 100% Weighted TER (bps) 8.2 9.7 6.7 9.7
Ervay o Lracking 5 - Weighted WHT (bps) 192 234 35 83
}I‘I::is%?ted TER 9.7 20 TER + WHT (bps) 27.3 33.1 10.2 18.0
Source: BlackRock. iShares.com as of March 2025. The Source: BlackRock, Aladdin, iShares.com. Weights, WHT and Ex-Ante TE as of December 31, 2024. WHT refers to

example contained herein is hypothetical and strictly for withholding tax onincome distribution

illustrative and education purposes only. Mentioning of
iShares Fund does not construe as any investment advices
or recommendations. For illustrative purpose only.

A Building Block Approach - MSCI ACWI

MSCI Non-Ticker Version &
USA Index

Index exposure

TER Tracking
Focus
(bpe) +SWAP

MSCI World Index 20 89.8% — — — —

Cost Focus
+ SWAP

Exposure (Index level)

MSCI USA Index 7 — 64.8% - - -
S&P 500 Index 7 — — — — —
& MSCI Canada Index 48 — 2.8% 66.7% 3.0% —
MSCI Europe Index 12 — 14.9% — 15.0% —
MsCl EURO STOXX 50 Index 10 — — — — 8.8%
ACWIETF FTSE 100 Index 7 - - 8.8% - 5.0%

MSCI Pacific ex-Japan 20 - 2.4% 5.0% 2.4% 4.3%
TER (bps) Weights (%) | Single ETF Index
7 64.8% _ MSCI Japan Index 12 — 4.9% 4.3% 4.9% -
MSCI Japan Investable
Market Index 12 - - - - 5.2%
ng‘( Emerging Markets 18 10.2% 10.4% 5.2% 10.3% 10.1%
S&P 500 Index (swap) 5 - - 10.1% - 66.8%
MSCI USA Index (swap) 7 — — - 64.5% _
20 = 100%
E’,‘,':,"(ffpg.a"k'"g 4 - Total Weights 100.0% 100.0% 100.0% 100.0% 100.0%
Weighted TER 106 20 Ex-Ante TE 0.05% 0.04% 0.44% 0.06% 0.43%
(bps): Weighted TER (bps) 198 106 9.2 106 7.8
Source: BlackRock, iShares.com as of March 2025. The Weighted WHT (bps) 24.5 24.5 208 11.2 6.7
example contained herein is hypothetical and strictly for TER + WHT (bps) 443 35.1 30.0 21.8 146

illustrative and education purposes only. Mentioning of
iShares Fund does not construe as any investment advices Source: BlackRock, Aladdin, iShares.com. Weights, WHT and Ex-Ante TE as of December 31, 2024. WHT refers to
or recommendations. For illustrative purpose only. withholding tax on income distribution

3

MKTGMO0725A/S-4663216-2/8



Enhance portfolio efficiency - reduce operational complexity
and time to market with iShares ETFs

ETFs provide immediate exposure to a portfolio of securities in one trade without the high
operational costs and complexities of managing numerous individual securities and
derivatives.

For example, an investor looking to make a core allocation to US equities could consider
purchasing an ETF benchmarked against the S&P 500, which is consistently rebalanced
to maintain its exposure. This way, investors can quickly access this efficient market in
one simple, cost-effective trade. In contrast, an investor who purchases the underlying
stocks for the same portfolio would incur additional brokerage and transaction costs in
the initial trade, in addition to the burden of having to rebalance these exposures
manually. This further applies to different indices, both in equities and fixed income.

In addition, the ease of implementation of our ETFs allows investors to go to market
quicker and the transparency of underlying holdings brings efficiencies to portfolio and
risk management.

Challenge ETF Solution

* Several insurers used to manage e Instead of trading ~1,000 single-line
their Asia ex Japan equity portfolio by securities, these insurers have used
picking single-line equities. iShares ETFs to capture broad Asia

exposure (Greater China, South

e This requires significant effort on '
Korea and Southeast Asia).

research, selection, monitoring and
rebalancing of each security and as a e Through our ETF, insurers can leverage
result, they were looking for a more the existing scale of the commingled
efficient solution. fund, trading and portfolio
management expertise of BlackRock

- with a single trade.

e Suitable for strategic positioning with
reduced operational complexity and
time to market.

ETFs can help transform traditional portfolios of purely single-line
stocks into ETFs as core, tactical and liquidity sleeves to enhance
portfolio management efficiency

l',

Single line
Stocks

T\

Source: BlackRock, June 2024. Case studies are for illustrative purposes only; they are not meant as a guarantee of any future results or experience, and should not be interpreted as
advice or a recommendation.

High conviction

® ETF liquidity sleeve
Low-cost core ETFs

® Sector/ single-country ETFs

® Single line stocks
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Manage Strategic Asset Allocation changes and efficient

transitions between managers

ETFs can be valuable tools for interim beta, such as when adjusting strategic asset
allocation positions, allocating investments to new managers, and restructuring or

transitioning between managers.

Traditionally, insurers may have purchased individual securities or credit derivatives to
initiate a position. The liquidity offered by credit derivatives, for example, enables insurers
to quickly add and reduce positions at scale. However, basis risk can be substantial, and
correlations with cash bond portfolios may deteriorate sharply during times of stress, as
seen in 2022. Moreover, in volatile markets, it may be challenging to get desired
allocations from new issuances or source single line bonds in the secondary market,
which can trade at relatively wide bid-ask spreads.

The operational efficiency, liquidity and the fully funded nature of ETFs make them an
attractive and actionable exposure vehicle. This allows insurers to invest easily and at low
cost across traditional and niche exposures, such as high yield, leveraged loans, and
emerging market debt, without the need for detailed analysis of specific issuers.

Challenge

e Asian insurers managing fixed
income portfolios against the JP
Morgan Asia Credit Index (JACD)—a
widely used benchmark in the
region—commonly do so through
individual bonds.

This traditional approach often
involves acquiring Asia credit bonds
line by line, a process that can be both
operationally intensive and slow.

In times of heightened market
volatility, such as during the Asia
USD credit dislocations in 2022, this
sourcing method is further
challenged by illiquidity and limited
issuance.

These hurdles make it difficult for
insurers to remain fully invested,
leading to cash drag and lost return
potential—especially for those using
JACI as their strategic benchmark.

ETF Solution

e To overcome delays in deploying and
managing capital, several insurers
have used our Asia IG ETF as a
liquidity sleeve for their portfolios.

e By investing incoming cash flows
directly into the ETF, investors were
able to maintain benchmark-aligned
exposure and avoid cash drag while
gradually sourcing their desired
individual bonds.

* Once they were able to source their
desired bonds, they could then
liquidate a portion of their ETF holdings
to obtain the underlying bonds upon
redemption or take cash and-re
allocate it to other high conviction
sources for alpha generation.

e This trade was executed in a single
clip within one day, providing
investors with the flexibility to
efficiently adjust risk, stay invested
and generate carry with iShares ETFs.

ETFs can serve as an effective capital markets tool, enabling
insurance companies to stay invested and generate carry until
the desired securities are sourced

JACI Benchmark
Market Value = US$960B
Yield = 6.85%; Duration = 4.47Y

Proposed Mandate Solution*
Yield = 7.80%, Duration = 3.75Y

| |
AAA Rated or above, 0.8% | |
| |
AA Rated, 9.5% ' ' ETF .
I - I holdings
I Asia investment grade I L serveas
| corporate bond ETF | . .
interim
A Rated, 32.2% ' '
I I beta
Investment | |
=~ Grade | |
(84.4%) | l—
. =7 .
| |
BBB Rated, 41.9% : Slngle line HY bonds :
I Off I
| - |
| Benchmark + | Alpha
. ape —
BB Rated, 7.4% High I Positions | ' Tilts
wemmBiRatedy2:5%mmmn  — Yield & L !
|
CCC Rated or below; L.2% Ul';rgtjd L USJngr\eLzJ i Cu'-r?gr":‘(': w
| |
Not Rated, 4.5% )  (15:6%) I S
) Derivatives Overlay Ll
Source: BlackRock, as of 30 December 2022 For illustrative purposes only | (FX, Duration) i
*Based on client’s stated allocation target alternative targets are possible ! | I
L e e e e e e o — — — — —— .
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Maintaining market exposure and portfolio yield without
sacrificing liquidity

Bond market liquidity has been challenged for a number of years, partly due to the
reduction in dealer corporate bond inventory levels post-GFC, along with central bank
interventions (and withdrawal thereof), and recently, the impact of rising interest rates
and wider credit spreads contributing to lower bond issuance volumes. This has
prompted many fixed income investors, including insurers, to explore alternative asset
and risk management solutions for creating liquid beta sleeves that mirror their portfolios
and/or deploy cash until a specific bond is sourced.

Historically, liquidity sleeves may have solely consisted of cash or cash equivalents, such
as money market funds or treasury bills. However, these types of sleeves can result in
cash drag, as they do not take into account the portfolio’s asset allocation or its
long-term investment objectives. During periods of heightened market volatility,
significant deviations from the intended asset allocation can be expensive, potentially
causing investors to miss out on market recoveries.

The granularity of exposures within the bond ETF universe offers insurers the opportunity
to easily replicate their asset allocations. The intraday liquidity of bond ETFs enables
insurers to transition from these allocations to cash as needed, without incurring
unnecessary cash drag.

Creating a liquid beta sleeve that aligns with the portfolio’s
strategic asset allocation to maintain market exposure and
return without sacrificing liquidity

During favorable
market conditions,
increase equity
exposure to capture

Dynamic asset
allocation is designed

£ - =

higher returns Equity ETF to protect fund surplus
and meet guarantee to
policyholders
Insurance
During periods of FI ETF Liability
high market
volatility, reduce Core Fixed
equity exposure to Income

limit downside risk.

Challenge

* An insurer was looking to create a
liquidity sleeve for their portfolios.

e With the introduction of IFRS 9/17
and RBC, insurers’ balance sheets
have become more sensitive to
market movements.

e A common investment strategy by
participating funds is where insurers
dynamically allocate between equity
and fixed income in response to
changes in market conditions and
fund surplus.

ETF Solution

e The insurer carved out a liquid beta
sleeve built with iShares ETFs within
the core portfolio to allow for swift
de-risking and re-risking decisions
between equity and fixed income.

e This allowed the insurer to efficiently
manage portfolio changes, support
fund surplus, and save trading cost
and execution time compared to
trading single-line securities.

* From broad market exposures to
precise pockets, iShares fixed income
ETFs offer efficient building blocks
needed to reach almost every part of
the fixed income market.
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Case #5 Efficient risk transfer during volatile markets

Bond ETFs can trade more frequently than underlying bonds
and provide price discovery in stressed markets

Bond ETFs have proven their resilience over time, enabling investors to navigate both
benign and stressed market environments. Despite improvements in bond market
transparency, periods of volatility have underscored the persistent opacity and
fragmented nature of OTC bond markets. The continuous trading of bond ETFs provides
invaluable price discovery and liquidity, showcasing their important role in the

modernization of the bond market.

Challenge

e An investor sought to gain exposure
to high yield bonds.

e However, executing this strategic
shift during the volatile markets of
2022 presented significant
challenges, when the high yield
space saw heightened market
volatility. with widening bid-ask
spreads and inconsistent bond
pricing across OTC desks.

e The insurer needed to act
swiftly—implementing the allocation
within a short time frame—while
maintaining daily liquidity and
minimizing market impact.

e Navigating this transition through
traditional bond trading channels
would have been slow, costly, and
operationally intensive.

ETF Solution

® The investor turned to a short-term
allocation via a high yield corporate
bond ETF.

* The iShares ETF provided immediate,
efficient access to a targeted
segment of the market, enabling the
insurer to gain diversified high yield
exposure without the delays and
opacity of traditional bond execution.

e With challenges in the underlying
market, the ETF provided price
discovery and an efficient avenue for
risk transfer.

* The highyield ETF recorded USD9.1B
in trading volume in October
2022—surpassing peaks from June
and even March 2020.

e Due to the liquidity of the ETF, the
investor was able to complete the
trade in a single day with transparency
and reflect their tactical views.

Efficient risk transfer using bond ETFs during stressed markets

Bond ETFs tend to trade more during a crisis,
with most of the trading done on secondary
market

Fed2022-23
covip-19 Hiking Cycle
Dec2018

30% Market
Risk-Off N

35%

25% High Yield

Sell-0ff

20% (2015)\‘
Taper

Tantrum

N, OilsellOff
(2014)

\

15%
US Treasury
Downgrade

10% European \I
Debt Crisis

HY ETF as a % of OTC HY Cash

5%
Financial
Crisis
0%
2007 2008 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

HY ETF Create/Redeem
Volume as % of OTC HY Cash

HY ETF Exchange Volume
as % of OTC HY Cash

INCREASED PRICE TIGHT
VOLUMES DISCOVERY TRACKING

Note: Volumes are based on 20D ADV. "HY Cash" includes 1,44A securities.
Source: BlackRock, Bloomberg, TRACE as of 12/29/2023. There can be no
assurance that an active trading market for shares of an ETF will develop or be
maintained. "OTC" refers to over-the-counter.

Fixed income ETFs traded
more frequently than
underlying bonds

* On 12th March 2020, shares of our
UCITS Corp Bond ETF changed hands
more than 1,000 times on exchange
and OTC, while its top five underlying
holdings traded an average of only 37
times each.

* In March, more than half of it’'s bonds
traded between zero and five times per
day, on average, while the ETF traded
regularly more frequently than the
bonds in the portfolio.
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0%

Increasing liquidity in an already liquid
sector

Trade costs for the iShares 20+ Year Treasury
Strategy vs underlying bonds
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N
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iShares 20+ Year

— i eeoe
US Treasury Strategy 20+ Year US Treasuries Avg

Bloomberg as of 12/29/2023.

Trading activity in March 2020

50.4%

20.5%
7.6% 7.5%
0-5 5-10 10-15 15+
Trades per day

Source: FINRA TRACE, BlackRock from 2 March 2020 to 20 March 2020.
Includes only end investor buys and sells—not dealer-to-dealer trades.
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Case #6 Liquidity Solutions for Alternatives

Bridge allocation gaps to alternatives — minimize cash drag and ETF replicating portfolio for Alternatives

build liquidity solutions with iShares ETFs
APAC insurers have accelerated their allocation to alternative assets for yield

enhancement and risk diversification. However, it may take some time, in some cases 1-3
years to fully deploy the planned capital, resulting in a period of performance drag.

Capital Preservation Capital Growth

01 02 03

Periodic capital distributions from the underlying investments make it difficult to reinvest
timely, leading to lower-than-target exposure and under-utilization of the risk budget.
Investors can look to ETFs for efficient liquidity solutions.

12

Challenge

e An insurer made a large allocation to
private markets and was expected to
have large cash reserves to meet
capital calls over the next few years.
The large allocation to cash had
already resulted in cash drag of
c0.5% per year.

The investor was looking for a

ETF Solution

To address the impact of prolonged
cash drag stemming from large
reserves earmarked for private
market capital calls, the insurer
partnered with BlackRock to deploy
an ETF-based strategy.

The BlackRock team constructed a
bespoke basket of iShares ETFs

Cash Flow Matching

Objective: match the stream of
capital calls using laddered bond
portfolios

Advantage: less cash drag, aims
to reduce risk of not meeting
capital calls

Disadvantage: will require
laddering, requires projection of
capital call distribution

Yield Enhancement
Solution

Objective: generate higher
yields/ income than cash while
limiting risk

Advantage: potentially better
returns than money market

Disadvantage: higher risk than a
pure cash approach and
misalignment with the SAA is not
overcome

Alts Proxying

Objective: capture part of the
non-idiosyncratic risk of the alts
strategy the investor is accessing

Advantage: similar macro risk as
target private market allocation

Disadvantage: higher risk,
especially for growth private
assets

Risk of not meeting

Low

solution that was easy to manage, so closely replicating the client’s capital calls (Minimised) Low Moderate
they coyld focus their resources on strategic asset allocation, achieving Potential of returns over Voderate Moderate Liah
their private market restructuring. correlation levels exceeding 0.99 cash 9
The investor could not forego daily while maintaining a reasonable cost Tracking error of High High Low
quuidity to meet cash flow range. portfolio to SAA (Minimised)
° Shortdated Treasury Calibrated to factor exposure

requirements and was also
concerned about trading costs. The

client was therefore looking to deploy

their cash in a highly cost efficient,
liquid solution.

Our ETFs offered daily liquidity and
cost-efficient execution—key features
that met the client’s need for a
low-touch, nimble solution.

This allowed the insurer to stay
invested with minimal operational
burden, optimizing return onidle
capital until capital calls materialize.

As a result, the investor was able to
focus on private market
restructuring, while mitigating cash
drag and maintaining risk alignment
across the portfolio with ETFs.

ETF building blocks

Target Maturity ETFs

and IG Credit ETFs

of client’s alts strategy

MKTGMO0725A/S-4663216-7/8
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Important disclosures

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 Singapore, this is issued by BlackRock (Singapore) Limited (Co. registration no. 200010143N) for use
only with accredited and 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.

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. BlackRock does not guarantee the suitability or
potential value of any particular investment. Investment involves risk including possible loss of principal.
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 are often heightened for investments in emerging/developing markets or
smaller capital markets.

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

No part of this material may be reproduced, stored in retrieval system or transmitted in any form or by any
means, electronic, mechanical, recording or distributed without the prior written consent of BlackRock.

©2025 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK is a registered trademark of
BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.
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