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Q. How optimistic, or otherwise, are you feeling about the current global macro-outlook?

Source: BlackRock Global Family Office Survey. January 2023
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Foreword

2022 marked a fundamental shift away from the market regime of the past 40 years. We are moving from an era of

steady growth, low inflation and low interest rates to a new market environment defined by heightened volatility,
rising interest rates, geopolitical tension and rising protectionism. In response to these risks and complexities,
family offices are re-evaluating their exposure across every asset class.

Higher rates have fundamentally changed fixed income and cash markets; geopolitical volatility and supply chain
constraints have compelled investors to reassess their geographic exposures; and a growth slowdown and higher
market volatility have led many investors to reevaluate their growth exposure across public and private markets.

To better understand how family offices globally navigated a tumultuous year and their outlook for 2023 and
beyond, BlackRock partnered with llluminas?! at the end of 2022 into 2023 to conduct a survey of family offices’
priorities, challenges and portfolio positioning.

Between November 2022 and January 2023, we surveyed 120 single-family offices that collectively oversee assets
under management of U.S. $243 billion.? We complemented this with a series of in-depth interviews with chief
investment officers (CIOs) and key decision-makers at family offices around the world to provide deeper insights.

Thank you to the family office investors around the world who took the time to participate and contribute their
insights to the survey.

Respondents by AUM

Respondents by decade established

Note: Values reflected in USD.

Exhibit 1: Respondents by region

® U.S. & Canada ®@ EMEA
® Rest of world (LATAM & APAC)

Please note survey results were collected before the
recent disruptions in the banking sector.

Source: BlackRock Global Family Office Survey, January 2023.

1 llluminasis a full-service, research consultancy dedicated to delivering strategic marketing intelligence across B2B and consumer markets. 2 Source: BlackRock Global Family Office Survey, January 2023.
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FOREWORD

INVESTMENT OUTLOOK
ALTERNATIVES ALLOCATIONS
OPPORTUNITIES IN ALTERNATIVES

GOVERNANCE

Executive summary

Inflation and geopolitical concerns are leading family offices
to revisit their approach.

While family offices are fundamentally long-term investors, our survey reflected a desire to refine their
approach in today’s changing economic and geopolitical landscape. While family offices recognize the
importance of being nimble in today’s evolving environment, survey results revealed there’s no one-size-
fits-all solution. Some family offices are weighing rebalancing their portfolios away from illiquid assets
to capture opportunities in the public markets (for example, 70% of respondents reported increasing
allocations to investment grade public debt), while others are taking a view that long-term returns have
more promise in private assets. Either way, 87% of respondents view volatile markets as opportunity for
generating alpha, and many are repositioning to capture those.

Family offices are pursuing more tactical opportunities to
capture alpha from an evolving market landscape, which is
driving more frequent portfolio reviews and external input.

Nearly half of family offices intend to make more tactical adjustments to their portfolio allocations in
response to the current market environment. The need to be more agile and opportunistic in search

of fresh ideas and emerging opportunities for alpha is driving family offices to review portfolios or
positions more frequently (76%) and to increasingly seek more input from external partners (64%) and
peer networks (61%). Fixed income and private credit have emerged as key areas of focus, where the
evolving rate environment is reshaping the opportunity set.

Family offices are seeking external resources to
unlock opportunities.

Family offices cite a number of key challenges when investing in private markets, including getting

access to the best direct deals and managers (41%), high fees (40%), liquidity constraints (35%) and
lack of transparency (30%). Family offices recognize that internal resourcing and technology are key
constraints and are the areas they need the most assistance with. As such, many are looking to external

partners to help them capture opportunities across a broader range of potential investments.

3 Source: Global Private Markets Review, McKinsey, March 2023.
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The new market regime has reshaped the opportunity Exhibit 2: Portfolio allocations of respondents

set, prompting many family offices to revisit their

strategic and tactical investing approaches. This is Rest of world
playing out in several ways, such as building in greater U.S. & Canada (LATAM & APAC)

flexibility to capture alpha in more volatile markets
and increasing allocations to income-producing
assets given higher rates globally. The most significant

strategic shifts look to be in fixed income and private Liquid
markets allocations alternatives
' 9%

The 2010s saw explosive growth in private markets,
while the number of listed public companies fell.

These trends were reflected in our survey results Alternative
where private markets continue to be a cornerstone alsset Listed
classes H
in portfolios, with allocations to alternatives (39%) 399, eq"gy
: , : . Miquid o 37%
exceeding allocations to public equities (37%). U.S. alts.
family offices lead in allocations to alternatives at 30%

439%, a reflection of the maturity of U.S. venture and

private equity sectors.

Traditional
asset classes

61%

Cash/ Fixed
cash-like income

10% 14%

® Traditional asset class ® Traditional asset class
@ Alternative asset class @ Alternative asset class

Q. How are your portfolios divided among different asset classes?

Source: BlackRock Glabal Family Office Survey, January 2023. Numbers may not add up to 100% due to rounding.
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Safeguarding wealth for future generations and
providing consistent returns form the strategic basis
of family office investment principles, reflected in

the top priorities of survey respondents, with 82%
prioritizing sourcing alpha-generating investments
and 69% focusing on diversifying concentration risks.

However, macroeconomic factors also hold significant
influence over the perspectives of family offices.
During our last Global Family Office survey in August
2020, the world was in the early stages of the global
pandemic, yet a majority of respondents remained
optimistic about the macroeconomic outlook, likely
due to the significant monetary and fiscal support
provided to the global economy.

By contrast, in 2022 most family offices were
pessimistic about the global macroeconomic outlook.
Interestingly, family offices with $1 billion or more
assets under management were less pessimistic
(44% of respondents) compared to family offices
with less than $1 billion of assets under management
(74% of respondents). Likewise, family offices based
in developing markets were generally more positive
on the economic outlook than those in developed
markets, possibly reflecting the performance of their
domestic economies.
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Exhibit 3: Sentiment on global macro-outlook by region and size of AUM

Rest of world
Global U.S.&Canada EMEA (LATAM & APAC) Less than $500M $500M-$999M $1B or more

13% )

@ Optimistic ® Neutral ® Pessimistic ® Optimistic ® Neutral ® Pessimistic

Q. How optimistic, or otherwise, are you feeling about the current global macro-outlook?

Source: BlackRock Global Family Office Survey, January 2023. Numbers may not add up to 100% due to rounding. Note: Values reflected in USD.
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The impact of macroeconomic, monetary and
geopolitical factors on negative sentiment varies
across regions. Family offices in North America
were most concerned with inflation and quantitative
tightening while respondents in Europe, the Middle
East and Africa (EMEA) were more attuned to
geopolitical factors, particularly the Russia-Ukraine
conflict and tensions between China and the U.S. over
Taiwan. “You’ve got to try and factor in some form

of escalation of the war in Ukraine and what’s going
to happen post-Putin,” said Ashe Windham, COO,
Hurstbourne Family Office, UK.

Among those that are pessimistic about the economic
environment, 56% are looking to make changes to
their portfolios in some way. Overall, the number of
family offices that intend to make changes to their
investment strategy or portfolio allocations has
doubled from 23% in our 2020 survey to 46% in
2022. Positioning for higher inflation and rising rates
were key drivers of repositioning.

The high-rate world is new terrain for many family
office investors. Nearly 60% of the family offices we
surveyed were established during the lower-for-longer
environment that followed the Global Financial Crisis.
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Exhibit 4: Intent to change investment strategy in response to
market environment

2022
Yes
2020 560/ (o)
of family offices who are
pessimistic about the
economic environment
are looking to make
2022 changes to their portfolios
No
2020

Q. Do you intend to make changes to your investment strategy or portfolio allocations in response to the
market environment?

Source: BlackRaock Global Family Office Survey, January 2023.
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“Everybody probably had different expectations at the
start of last year versus how things turned out,” noted
Yuan Ji, from a Hong Kong-based family office. “We
are all used to this Fed super-cycle that we've seen the
last 15 years. That’s not only a risk on the macro side
butit’s a risk on the markets side, that the disciplines
in the market are not really familiar with this new kind
of reaction function of the Fed. People can make
mistakes. People will make mistakes.”

After over a decade of navigating a yield-starved
environment, tightening monetary policies have
changed the narrative for fixed income. Despite last
year’s significant drawdown in public credit markets,
one in three family offices surveyed said they were
looking to change their fixed income allocations.
Although some remain skeptical as to whether fixed
income is yet able to offer both real returns and

diversification versus equity beta, there is greater

appetite among many family offices than there has
been for years, perhaps decades. “For the first time in
at least 20 years, we’re actually getting a return from
fixed interest investments,” Ashe Windham, COO,
Hurstbourne Family Office, UK reported.
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Exhibit 5: Key anticipated changes to investment strategy in 2023

Positioning for higher inflation

Positioning for rising rates

Increasing idiosyncratic sources of return

Increasing geographic, sector or factor diversification

Implementing a risk-on view

Increasing fund liquidity

Reducing drawdown risk

Q. What key changes do you anticipate making?

Source: BlackRock Global Family Office Survey, January 2023.

18%

62%

49%

45%

44%

29%

24%

1

(@]

> il



Nearly half of family offices in EMEA (479%0) say they
expect to adjust their fixed income allocations in

2023. We believe repositioning will likely hinge on

macroeconomic conditions and central bank actions,
which remain difficult to predict against the current
backdrop. While the Federal Reserve has been (and
was at the time of the survey) consistent in its target
rate trajectory, leaving some family offices open

to new ideas, there is still potential for divergence

in views between major central banks regarding

the management of duration and convexity in the
changing regime. With open questions as to the
dollar’s trajectory adding complexity, some family
offices were looking simply to hold long-dated U.S.
credit to maturity. Others were looking to barbell
long-duration investment grade and sovereigns
against higher-yielding private credit exposures,
with loan portfolios rather than mortgage-backed
exposures of interest to those looking to diversify
real estate exposures.
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Exhibit 6: Changes to fixed income allocations

939 13%
30% °

55% DU

73%

33%
28% 13% 58% 60%
o U
20%
0,
% 18% 20% 25%
5%
Investment grade Sovereign Private Non-investment Securitized Municipal and
public credit debt debt/credit grade public credit assets tax-exempt debt

Increase allocations @ Retain current levels @ Decrease allocations @ Not applicable

Q. In which categories of fixed income do you think you are likely to increase and decrease allocations in 20237

Source: BlackRock Global Family Office Survey, January 2023.

Having those levels of yields, now it’s a really good time to invest in fixed income. Also, because we have this kind of downside
protection now with those levels... investment grade, high yield — we can get some additional return there.”

- Investment Officer, German-based family office
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BlackRock Perspective

Rick Rieder, Chief Investment Officer of Global Fixed Income and Head of Global Allocation Investment Team

Capitalizing on higher rates with a nimble approach

Yields on fixed income assets are at levels that we have
not seen in over a decade, creating a generational
investment opportunity. The S&P 500 earnings yield

is on par with the yield of short-term investment grade
fixed income assets for the first time in decades.* And
today, investors can hit a near 6% yield target with a
high-quality investment grade portfolio, whereas just
a year ago investors needed to take meaningfully more
risk to achieve that target.® This all means that given
the recent repricing in risk-free rates, high-quality
fixed income can become the dominant fixture of an
attractive diversified portfolio.

As markets and economies continue to absorb the
impact of higher rates and elevated inflation, assets
are re-pricing and new investment opportunities are
emerging. In our view, this shifting backdrop warrants
a fresh look at portfolio exposures and investment
approaches. Within fixed income markets, our highest
conviction view is that the present environment of
heightened volatility is best met by an active and
unconstrained approach to investing — one that is not
tethered to benchmark constraints, maturity limits or
other biased risks. By seeking maximum flexibility and
leveraging a broad toolkit, portfolios can pivot nimbly
across duration, regional and sector exposures in
response to rapidly shifting conditions.

In this uncertain environment where the full impact

of Fed rate hikes has yet to be seen, we continue to
favor high-quality liquid exposures in fixed income.

The front end of the investment grade corporate

space continues to look compelling given yield curve
inversion. Additionally, intermediate bonds are looking
increasingly attractive as a portfolio hedge as the Fed
reaches the latter stages of the hiking cycle. We are also
starting to see some high-quality global opportunities
emerging including European sovereigns and emerging
market local rates. While fixed income valuations are
solid, we still think it’s necessary to maintain some

liquidity or “dry powder,” especially as new investment
opportunities may emerge as markets continue to
absorb tighter financial conditions.

The Global Family Office survey emphasized the
importance of barbelling less liquid exposures with
more liquid public market allocations. We think this is
a critical moment to take a fresh look at more flexible
fixed income strategies, as we navigate the most
volatile inflationary episode and steepest hiking cycle
in decades, ahead of what is likely to be a generational
return opportunity in fixed income.

Exhibit 7: Attractiveness of the front-end yield curve
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Source: Bloomberg as of April 21, 2023. The figures shown relate to past performance.
Past performance is not a reliable indicator of current or future results.

4 Source: Bloomberg as of April 31, 2023. 5 Source: Bloomberg data from Refinitiv as of April 6, 2023.
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Tactical opportunities arising
from macro changes

The Federal Reserve’s rapid rate hikes, the most

significant in four decades, have resulted in dispersion

within and across asset classes, among other

consequences. This can create enormous opportunity

for family offices who are able to be opportunistic and
dynamic in their asset allocation. The survey shows
that 87% of family offices view market volatility

as an opportunity to generate alpha, and family
offices are looking to increase the frequency of
portfolio reviews and seek additional insight from
both investment managers and peers to better
capitalize on this volatility.

EMEA-based family offices were significantly more
likely to seek input from investment managers rather
than from their peers in contrast to U.S. and Canada
family offices, which have access to more robust and
cohesive peer networks.
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Exhibit 8: Investor views on market volatility
Global U.S. & Canada EMEA

Rest of world (LATAM & APAC)

We are a long-term investor, and are less focused
on near-term macro disruption.

Market volatility is an opportunity for alpha and to
add to high conviction areas of the portfolio.

Q. To what extent do you agree or disagree with the following?
Source: BlackRock Global Family Office Survey, January 2023.

Exhibit 9: Responses to the current macro and market landscape
Rest of world (LATAM & APAC)

Global U.S. & Canada EMEA

64% Actively seeking more input from investment managers

61% Actively seeking more input from family office peers

Q. How are you responding to the current dynamic macro and market landscape?
Source: BlackRock Global Family Office Survey, January 2023.
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Family offices also appear to be taking an opportunistic approach to their cash
allocations, with the vast majority (83%) saying they are reserving their cash
allocations to capture emerging opportunities and 57% also using cash to make
tactical portfolio adjustments. Two-thirds, however, did acknowledge the importance
of cash as a risk buffer.

“Seeing the volatility in the markets, you can understand that there must be other
ways to generate wealth, and that’s what we’re exploring right now,” said Ricardo
Boue, CIO, BN Oficina Corporativa, Mexico. A U.S.-based family office told us, “We
have put ourselves into a position where we have relatively more liquidity at this time
in the markets than we had five years ago, and we plan on redeploying it.”

Higher yields have also drastically changed fixed income and cash markets, and
many investors are looking to do more with their cash allocations. As we saw after
the recent banking sector volatility, investors poured $300 billion into money
market funds in the weeks after Silicon Valley Bank’s collapse.® Yuan Ji from a Hong
Kong-based family office we spoke to told us, “The new rate environment offers
opportunities across the yield curve. However, we are only conservatively extending
duration and going down the credit scale, both of which have a higher opportunity
cost by moving away from cash. We are therefore likely to stay closer to the front of
the curve for a longer period of time. And we can see us going into more paper to
ballast our direct positions, our growth exposure.” The CIO of a Luxembourg-based
family office told us that to be more fully invested in the market, they moved their
cash into a short-duration fixed income fund. “When it’s invested, it’s invested, but if
itisin cash, it’s in a cash deposit.”

6 Source: Bloomberg.com, March 30, 2023.

Exhibit 10: Role of cash and cash-like instruments within
respondent portfolios

83%

A general pool

Risk buffer

For funding capital calls (from PE managers)

For making tactical portfolio adjustments

Q. What role does cash or cash-like instruments play within your portfolios?

Source: BlackRock Global Family Office Survey, January 2023.



https://www.bloomberg.com/news/articles/2023-03-30/money-market-fund-assets-at-record-5-2-trillion-as-rates-beckon?leadSource=uverify%20wall
https://www.bloomberg.com/news/articles/2023-03-30/money-market-fund-assets-at-record-5-2-trillion-as-rates-beckon?leadSource=uverify%20wall
https://www.bloomberg.com/news/articles/2023-03-30/money-market-fund-assets-at-record-5-2-trillion-as-rates-beckon?leadSource=uverify%20wall

FOR PROFESSIONAL, INSTITUTIONAL AND ACCREDITED INVESTOR USE ONLY - NOT FOR PUBLIC DISTRIBUTION (PLEASE READ IMPORTANT DISCLOSURES) —
FOREWORD

EXECUTIVE SUMMARY

INVESTMENT OUTLOOK

OPPORTUNITIES IN ALTERNATIVES

GOVERNANCE

Alternatives allocations

Family offices look to alternative investments for alpha




FOR PROFESSIONAL, INSTITUTIONAL AND ACCREDITED INVESTOR USE ONLY - NOT FOR PUBLIC DISTRIBUTION (PLEASE READ IMPORTANT DISCLOSURES)

Survey findings reinforced the fundamental
importance of alternative assets to family offices, as
respondents are turning to alternatives for new sources
of alpha, while also broadening their allocations into
different corners of the market. As private markets
mature and evolve with market regime shifts, family
offices are adapting their approach to alternatives.
Ricardo Boue, CIO, BN Oficina Corporativa, Mexico,
told us, “This environment is going to open a lot

of opportunities for the private markets, for the
alternative markets, so we understand that maybe
2023, 2024 and 2025 are going to be really important
years for the private equity markets... We're trying to

get some more cash to be ready for these investment
opportunities that the private markets are going to give
us in the next 24 months.””

Family office investors are deeply embedded in private
markets. Many were founded with entrepreneurial
capital, and the culture of nurturing innovation and
opportunity is fundamental to family offices’ DNA.

In our interviews, some family offices detailed how the
specialized knowledge and relationships they have built,
sometimes over decades, can provide an edge on very
local opportunities in private markets. For example,

one Mexican-based family office told us, “We are

benefiting from nearshoring because we have different
industrial real estate assets in areas where nearshoring

is driving up demand for land.” As markets pivot, we
believe those advantages will be ever more important.

Respondents generally maintain diverse alternative
asset allocations, with capital deployed across multiple
private market exposures. Family offices hold on
average four alternative asset classes, with the most
common being private equity funds, direct private
equity investments, real estate and private credit.

7 There is no guarantee that any forecast made will come to pass.

Exhibit 11: Current alternative asset class allocations

83% —
0 68%

Net real estate

Global private
equity funds (ex. VC) and infrastructure

Private equity

63%

Real estate

600/0 560/0

Private
debt/credit

Private equity
direct deals
(ex.VC)

Q. To which of the following alternative asset classes do you allocate?

Source: BlackRock Global Family Office Survey, January 2023.

53%

Hedge funds

47%

26%
12%

Venture Infrastructure Other real
capital assets (timber,
farmland, etc.)
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Family offices’ alternatives exposures and their
objectives vary by geography. Family offices in North
America and EMEA have higher overall alternatives
exposures than their counterparts in other regions,
and they are more focused on the return potential
available in these asset classes. By contrast, family
offices in developing markets tend to have less
exposure to alternatives and instead view private
markets as a compelling source of diversification.
These nuances speak to the maturity of alternatives
programs across regions, deal access and how
objectives shift as alternatives allocations grow in
importance in portfolios.

Family offices expressed overall satisfaction with

the performance of their private market investments
thus far, with positive sentiment towards private
equity, private credit and infrastructure. However, the
outlook for the future appears to be more nuanced
and complex. Family offices may need to be more
agile than they have been in previous cycles and look
to different ideas — whether different investment

themes, different credit markets or simply different
parts of the J-curve — to continue to drive returns.
With many expected write-downs — some significant
— across growth-focused private equity books, and
with the denominator effect pushing at the boundaries
of their asset allocation constraints, new ideas should

be considered.
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Exhibit 12: Most compelling reasons for respondents to invest in
private markets

Global U.S. & Canada EMEA Rest of world (LATAM & APAC)

Higher return potential Diversified, less-correlated sources of return

Q. What do you consider to be the most compelling reasons to invest in private markets?

Source: BlackRock Global Family Office Survey, January 2023.
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Larger family offices in particular are seeing
opportunities to take advantage of forced selling in
areas such as distressed issuances, direct lending,
real estate debt and special situations. “The portfolios
are starting to get exposure to distressed events,
special situations managers, that haven’t done much
for a long time,” said the CIO of one U.S.-based
family office.

By contrast, enthusiasm for hedge funds was

more limited, with 38% of respondents expressing
disappointment with performance. One family office
pointed out that they weren’t receiving the same level
of diversification benefits. “There’s a lot of equity
long/short, which is just equity beta. We pay a lot for it;
it hasn’t helped us. So, we've spent a lot of time really
thinking about the beta and the characteristics of that
diversifying part of the portfolio, and then... building a
lot of private allocations to give us that diversification
and market exposure,” the CIO of one U.S.-based
family office reported.

Venture capital was another area where family offices
were less positive on return potential as rising rates
slowed startup funding and with valuations in growth
sectors beginning to correct as the prospect of a

8 Source: Nasdag.com, December 30, 2022. 9 Source: ark-funds.com, March 31,2023.

growth slowdown or recession has taken shape. With
2022 seeing a 33% decline in the Nasdag composite
index® and with the ARK Innovation ETF off 67%°
across the same period, public markets were bearish
on tech, and many family offices had little reason to
assume that venture valuations had not declined by at
least those numbers by the end of 2022. Challenges
in the venture ecosystem may keep family offices

away over the near term, but there is little evidence
to suggest such a shift will be permanent. “Based
on where we are in the cycle right now, we’re doing
nothing in venture capital,” said Jay Rogers, CEO,
Four Thirteen LLC, U.S. “| anticipate at some point
in the next couple of years, we will use specialty
managers to do venture capital investing.”

Real estate investments are facing pressures due to
rising interest rates and slowing demand, particularly
in commercial real estate, which remains unrecovered
in many markets since the pandemic. Opportunities
nevertheless remain in certain niche segments —
BlackRock real estate strategists highlight logistics,
student housing, childcare and senior living — driven
by demographic trends that are expected to continue
despite macroeconomic concerns.

.
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Exhibit 13: Performance of alternatives allocations over the past 12-24 months

21% 149
10% 0
40/0 o/
Private equity Private credit Infrastructure Private equity Hedge funds Venture capital Real estate
funds (ex. VC) direct deals (ex. VC)

® Exceeded ® Met ® Underperformed
Q. Have your allocations exceeded, met or failed to meet your performance expectations in the past 12-24 months?

Source: BlackRock Global Family Office Survey, January 2023. 19
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Looking at 2023 and beyond, family offices are bullish on infrastructure as an asset
class, historically recognized for income, inflation protection, and diversification,
which can help address the top challenges faced by family office investors in a
volatile market with rising rates and inflation. Nearly half of family offices expect to
increase allocations to this asset class in 2023, while only 6% intend to decrease
infrastructure allocations. That net increase of 42% is significantly higher than in any
other alternative asset class represented in our survey.

We believe there could be more positive momentum ahead for infrastructure
investments, supported by historically large policy initiatives such as the U.S.
Inflation Reduction Act and the European Commission’s Green Deal Industrial Plan.
During our interviews we found that many family office investors are excited about
the asset class given its broad societal benefits and critical function in powering the
global economy. The enthusiasm for infrastructure in part reflects the ways it has
expanded beyond roads and bridges to include everything from power generation

to waste management to food storage to digitalization, as well as the numerous
opportunities to support the maintenance and modernization of long-standing
projects such as airports, real estate and agriculture. One family office with whom

we spoke underscored the broad impact of their infrastructure investments: “We

are operators, not just investors. We employ people, we have factories, we need
infrastructure, so for us, it’s important to see how the political situations develop, how
governments will support the big investments required in the Energy sector where we
are making strategic moves as business owners and investors.” - Tatiana Fafaliou,
CEO, Folloe Capital Investors, Switzerland.

Transition to a lower-emission economy was another recurring theme in our
interviews. In this context, many sustainability-oriented family offices look to
technologies and infrastructure to support powering the transition away from carbon.
A Denmark-based investor we interviewed said “Our focus on energy transition is an
area where we expect to build strong positions.”

Exhibit 14: Expected changes to current alternative
allocations in 2023

18%

14% 10%

6% 7%
Private equity  Private Real Venture
direct deals equity funds estate capital
(ex.VQC) (ex.VQC)

Infra- Private
structure credit

Increase allocations @ Retain current levels @ Decrease allocations

Q. Where do you expect to increase, decrease or retain current allocations in 20237

Source: BlackRock Global Family Office Survey, January 2023. 21




Family offices have also intensified their focus

on private credit. These markets may present
opportunities to boost yields by locking in higher rates
and coupons and providing liquidity to corporations
that may not have access through public markets.
Interest in primary, secondary and co-investment
debt/credit structures has risen substantially among
family offices since we surveyed them in 2020.
Monetary conditions had tightened considerably

at the time of our survey last year, and that trend

has continued as central banks have implemented
additional interest rate hikes and the banking system
has come under pressure.

Family offices also express growing interest in
secondary private equity investments. Like private
credit, secondaries may be attractive to investors who
are positioned to provide liquidity and pick up deals

at attractive prices from forced sellers. Family offices
may be attracted by the prospect of investing further
along the J-curve, potentially avoiding the initial dip
and capturing greater annual returns than they might
generate by committing to capital calls from the
beginning. In addition, we believe secondaries offer an
opportunity for quicker return of capital than primary
funds. “You’re obviously buying it halfway through the
J-curve,” said Jay Rogers, CEO, Four Thirteen LLC,
U.S. “After two or three years in, you have a better
sense of which ones are the winners, which ones are
the losers.”
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Exhibit 15: Preferred investment structures for private credit

. 2022
Primary funds
2020
. . 2022
Direct investment
2020
2022
Secondaries
2020 3%
2022
Co-investment
2020 LIS
2022 3%
Fund of funds

2020 4%

Q. Which investment structures do you typically prefer for private credit?

Source: BlackRock Global Family Office Survey, January 2023.
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As one investor from a U.S.-based family office put it,
“There will be an over-rotation of things like valuation,

and there will be companies that are good solid
companies that get caught in not being as prepared as
they might have been for what’s going to occur. They’re
going to have liquidity issues. They’re going to have
capital issues. They’re going to have valuation issues.”

Notably, our survey uncovered a shift within family
offices’ private equity mix. Respondents appear to be
scaling back on resource-heavy structures like directs
and co-investments, with 43% of respondents
favoring co-investment structures versus 60% in
2020. Similarly, 40% of family offices indicated a

preference for direct investments versus 55% in 2020.
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Exhibit 16: Preferred investment structures for private equity

] 2022
Primary funds

2020

. 2022
Secondaries

2020

2022
Co-investment

2020

2022
Direct investment

2020

2022
Fund of funds
2020

Q. Which investment structures do you typically favor for private equity?

Source: BlackRock Global Family Office Survey, January 2023.
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BlackRock Perspective

Lynn Baranski, Global Head of Investments for BlackRock Private Equity Partners

Private equity encompasses various stages,
industries and transaction types that meet
investors’ needs across market and economic cycles.
Because different strategies and transaction types
shine at different times, the most prudent private
equity allocations maintain steady and consistent
deployment throughout time. We encourage
investors, then, to adopt this investment approach
while still maintaining optionality for tactical tilts
considering the potential opportunities presented by
current market conditions.

Primary funds typically serve as the foundation of
successful core private equity programs, a point
underscored by family offices’ sustained conviction in
this delivery method. Respondents’ relative decrease
in co- and direct investment exposure is interesting,
however, as we believe the current reset in valuations
may lead to compelling co-investment and direct
investment opportunities. We see many family offices
(who may otherwise de-emphasize co-investments
and direct investments due to the resource-heavy
nature of these investment types) partner with

10 Source: Secondary Deal Volume Fellto $108 Billion in 2022, WSJ, January 2023.

external managers to put capital to work efficiently
and who have the expertise, knowledge base and
network to source, underwrite and — of particular
importance during times like these — monitor
portfolio companies.

Another key potential area of opportunity — which
indeed was noted by survey respondents — is
secondaries. We agree now is an exciting time in the
secondary market, as the ability to drive attractive
pricing is incredibly valuable. With increasing
investment risks, secondaries allow investors to
target potentially higher returns to reflect a wider
range of potential outcomes. Additionally, as we
continue to see a disconnect between private and
public market valuations, secondaries offer investors
an attractive tool to help bridge that pricing gap. We
expect this flexible and tactical nature of secondary
investing, combined with secular long-term tailwinds,
to continue driving the consistent long-term
performance secondaries have delivered over the
past 20 years.

2022 was the second-highest year on record for
closed secondary volume ($108 billion), fueled by
both limited partner (LP) and general partner (GP)
liquidity needs.®° An increasing supply of opportunities
driven by the long-term primary fundraising market
currently outpaces secondary capital demand,
resulting in approximately one year of dry powder
currently available for deployment today. This secular
market imbalance is further exacerbated by rising
liquidity requirements stemming from numerator/
denominator effects and a slowing exit market. As
both LPs and GPs turn to the secondary market for
liquidity, we expect a “buyer’s market” to continue
throughout 2023. By offering the ability to deploy
capital rapidly and efficiently through a highly
diversified strategy, secondaries rise to the top

as a preferred access point for private markets.

24
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Exhibit 17: Major challenges or barriers to achieving investment goals

Rest of world

Global U.S. & Canada EMEA (LATAM & APAC)

58%

Unsupportive short/medium-term market environment

Access to the right ideas, deals or
solutions to execute a strategy

Sourcing talent

Access to the quality of advice required

Q. What are the major challenges or barriers you face in achieving investment goals?

Source: BlackRock Global Family Office Survey, January 2023.

Family offices have not been immune to the
challenges of tight labor markets and increased
competition across the business landscape. In
addition to a difficult market environment, accessing
the right ideas, deals and solutions and sourcing
talent are significant strategic concerns. Nearly half
(46%) cite a lack of access to the right ideas, deals
or solutions as a barrier, while 40% find it difficult to
source talent.

Growing demand and complexity in private markets
has made deal sourcing more competitive and
difficult to navigate. When asked what challenges
they anticipate facing, 57% of family offices said they
anticipate difficulty sourcing or accessing the high-
performing managers who could help them navigate
certain markets. Another 51% expressed concern
about balancing liquidity and overall portfolio risk.

These concerns stem in part from gaps in resources.
More than six in 10 family offices say deal pipelines,
tactical ideas and institutional investment firm
resources will be critical to achieving their strategic
investment goals. At the same time, family offices

recognize that they are under-resourced in key

areas, especially technology, deal sourcing and
risk management.
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Exhibit 18: Confidence surrounding respondents’ access to resourcing Respondents were fairly confident around their
and expertise

resourcing and expertise needs. However, as family
offices expand their investment horizons, especially
into alternative assets and unfamiliar regions, there

might be a shift in their reliance on external guidance
compared to internal resources. Currently, family
offices tend to handle these duties in-house rather
than outsourcing. Likewise, 43% of family offices
perform deal sourcing entirely in-house, but more
than half (57%) anticipate challenges sourcing or
539 60% accessing high-performing managers.
(]
57% 53% “The difference between what we have in-house and
57% externally is what we have in-house is primarily as a

60% European family office, European-based investments,”
said an investment manager from one German-
based family office. “When we want to have exposure
to the U.S., or maybe other places that are more
geographically distanced from us, we typically tend

27% 33% 30% to use external people. We have private equity funds
o 23% to get that exposure and also manage the account on

13% o quoted equities that can manage emerging market

exposure and so on. The closer it is, the more we tend
Yo Yo Yo Yo 3%

to do it actively ourselves.”

Investment (Third-party) Succession Reporting  Governance Risk DIE] Technology
due diligence  manager planning management  sourcing
due diligence

® Highly confident @ Fairly confident ® Recognize some gaps @ Recognize profound gaps

Q. How confident are you in the resourcing and expertise to which you have access?
27

Source: BlackRock Global Family Office Survey, January 2023.

> il



FOR PROFESSIONAL, INSTITUTIONAL AND ACCREDITED INVESTOR USE ONLY -
NOT FOR PUBLIC DISTRIBUTION (PLEASE READ IMPORTANT DISCLOSURES)

Exhibit 19: Internal versus external resource breakdown Given the persisting inflation and volatility and the
possibility of a broader economic downturn, investment

success may rely on nimble and opportunistic moves

that can capitalize on opportunities across all markets.
These resources will be particularly important for family
27% 27% 33% offices founded after the 2008 financial crisis because
40% they are navigating these market dynamics for the first
30% 0 0 time. Of this group, 44% said better advisory support
23% 40% 50% would be key to achieving their goals.
To meet their return objectives, we believe family offices
will need the resources, flexibility and agility to take
o o o advantage of displacements along sectors, regions
70% 70% 63% and sub-asset classes, particularly in alternatives.
53% 57% Leveraging strategic external partnerships that offer
47% 43% support for internal staff and improved access to
private market opportunities may prove critical. A U.S.-
based family office shared, “It’s an insource/outsource
model, and the way we talk to the family is, ‘What are the

characteristics of your family assets that require us to
uniquely design a management style?’”

diligence
management
Investment
due diligence
sourcing
Succession
planning
Reporting
Technology
Governance

D O
23
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development/
asset allocation

Investment strategy

® Outsource to key partners ® Combination ® Undertaken in-house

Q. Do you outsource to external partners or resource internally, or a combination of both?
28

Source: BlackRock Global Family Office Survey, January 2023.
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BlackRock Perspective

Pierre Sarrau, Co-Head and CIO for Multi-Asset Strategies and Solutions
Alan McKenzie, CIO for U.S. Family Offices, Multi-Asset Strategies and Solutions

2022 drastically shifted the investment landscape
for family offices. With central bank policies easy for
years, many had relied on a handful of reliable
trades: technology stocks, U.S. companies and
private markets.

But greater volatility and heightened geopolitical
tensions have meant many families are having to chart
a new course to maintain stable portfolios. Having an
investment partner may help them pivot from being
more defensive to crafting a whole portfolio right

for them.

The trades that thrived in 2021 likely won’t work

in 2023, and as market correlations unwind, it’s
important that family offices forge new sources of
alpha. At BlackRock, we believe three themes might
help families find success or better outcomes in 2023:

| Higher allocations to fixed income
| Diversified exposure within global equities

I Agility in private markets

Fixed income

Before 2022, conversations with clients about fixed
income typically centered around the low-yield
environment and what to invest in as an alternative
to fixed income.

Today, that conversation goes very differently:

We’re encouraging family offices to actively reexamine
fixed income. As rates and yields have moved

higher, investors can return to the bond market to
generate returns.

And families can capture opportunities without having
to be too adventurous. Balance sheets for corporate
credits look strong, and clients can buy short-dated
bonds with low duration and meaningful yields.

> il

Equities

With public equities, the template for success today
looks different from the years prior to 2021, when
returns were anchored in U.S. and technology stocks.

We propose families broaden the net geographically
and look at Europe, Japan and even emerging markets
for equity-market exposure. We’re seeing these trends
trickle through in earnings.

While the U.S. market is experiencing negative
revisions, many companies in Europe are posting
positive earnings surprises. Add on top a U.S. dollar
that has likely peaked, and all this should be a tailwind
for European equities.

29
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Private markets

Alternatives and private markets continue to be popular with family offices. The
limitation they often hit, however, is getting access to high-performing managers in
this space. Having an investment partner with greater institutional resources may be
the solution to this issue.

Here are some areas within private markets that may be attractive to family offices:

¢ Secondaries: The sell-off in public markets last year caused alternative allocations
at some institutions to balloon. This, in turn, has created opportunities as forced
sellers unload private-market holdings.

¢ Private credit: Many non-bank institutions have gotten into middle-market
lending. With interest rates higher, some companies may struggle to maintain
balance sheets, leading to potentially interesting deals in private credit and direct
lending. Distressed and special situations may also provide attractive entry points.

¢ Infrastructure: In our survey, 42% of family offices said they planned to increase
allocations to infrastructure. This is another area where an investment partner can
help clients gain this exposure through global funds, as the infrastructure market
tends to be more mature outside the U.S.

As we saw in March 2023 with the banking sector volatility, family offices may need
to vet and make portfolio changes based on fast-moving dynamics. Thus, having
an investment partner who can help manage liquidity profiles and get access to
strategic investments can be crucial.

When it comes to timing and agility, a partner can also help families be more
strategic, such as knowing when to buy assets and when to raise dry powder.
For instance, a family office may want to be opportunistic by holdingonto a
corporate credit without much duration risk and good yield, then rotate into a
private market deal that pops up.

‘I
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Yes, the days when central banks pumped liquidity into the system and the cost of
capital was next to nothing are behind us. But we believe inflation will cool; the odds
of a policy mistake are declining; and if there is a recession, it’ll be mild. All reasons
for families to be optimistic.
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Conclusion

The new market regime of higher volatility is uncharted territory
for many family offices and there is widespread recognition
that not everything that worked in the past will weather future
storms. However, rather than throwing out the whole investment
playbook, family offices are refining their approach. The survey
results clearly show a strong preference for fixed income,
diversifying alternative investments and adding more tactical
capabilities to capture alpha from market dislocations. Now
more than ever, family offices recognize the need for strong
partnerships across investment managers and peer networks
to improve access, information flow and investment ideas.
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Important survey notes
The BlackRock Global Family Office survey was conducted between November 2022 and January 2023.

This document is marketing material: Before investing please read the Prospectus and the PRIIPs KID available on www.blackrock.com/it, which contain a summary of investors’ rights.
Risk warnings

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. Investors may not get back the amount originally invested.

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.

Changes in the rates of exchange between currencies may cause the value of investments to diminish or increase. Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an investment may fall
suddenly and substantially. Levels and basis of taxation may change from time to time.

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 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. 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.

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 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 non-proprietary 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. 20001014 3N) 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.

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. 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 paossibility 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.
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