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Three themes for 2024

BlackRock.

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.

We think investors will continue to face the challenges of slowing
economic growth and higher-for-longer interest rates in many developed
markets (DM) in 2024. Yet, we see this a time of opportunity across stocks
and bonds, with three key themes shaping markets.

First, we think it’s time to put money to work. Against an uncertain economic
backdrop in 2022 and 2023, investors piled into cash as a source of stable
income. While cash can provide peace of mind for investors, holding too much
in a portfolio can weigh on potential returns over the long term. In addition to
the ‘opportunity cost’ of holding cash — missing out on potential returns from
investing it elsewhere — inflation can erode the value of much of the interest
earned on cash over time. When putting cash to work, investors should
carefully consider their risk appetite and investment horizon.

Cash has looked attractive because interest rates are so high - DM central
banks appear to be at the peak of their rate hiking cycles, and we don’t think
they’ll start coming back down until mid-2024. Why? Inflation levels are still
well above the 2% target levels set by DM central banks to keep their
economies stable. Central banks use higher interest rates to make it more
expensive to borrow money and more attractive to save it. This tends to reduce
the level of consumer spending and, therefore, inflation — but this lower
spending also means slower economic growth.

In this environment, our second theme is managing economic risk. We'’re
looking to build more resilient investment portfolios, which have the potential
to deliver stable returns through varied economic conditions, and we see a
generational opportunity in bonds with interest rates at decade-highs.

Our third theme is harnessing mega forces, the big structural changes we see
driving shifts in profitability across economies and sectors as well as our
outlook for inflation and economic growth — and affecting markets today.

Our investment themes for 2024

2.
Managing
economic risk

Growth is slower today in many
major economies than before
the pandemic, and inflation is
much higher. In a higher interest
rate environment, we favour
bonds for income, with yields
currently at decade-highs.

‘Bonds are back’ has
been the investment
story of 2023, with a
significant increase in
allocations to
government bonds. In
equities, technology
and other ‘quality’
companies have been
in favour amid the Al
euphoria and volatile
market backdrop.

3.
Harnessing
mega forces

Mega forces are shaping
economies — and investment
opportunities — not just in the
distant future, but today. We're
positioning for the artificial
intelligence mega force — and
the chips that power it.
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1. Putting money to work

As we look to put cash holdings to work through investing
in stocks or bonds, one thing we’re looking for is sectors
tilted to companies whose overall market value - or
‘valuation’ - is relatively low compared to their earnings or
assets. This may signal an opportunity to invest in the
sector at a lower cost, and potentially benefit if the sector
experiences growth later on. At present, we see good value
in the energy sector, where market valuations are low but
profitability remains relatively high. Companies in the
energy sector have also shifted to a more disciplined
approach to investing in their own growth in recentyears,
providing a further potential boost to their future
earnings. The sector could also benefit from any potential
rise in oil prices, given the close correlation between the
two - see chart.

The energy sector tends to be correlated with oil prices
MSCI World Energy ESG Index and Brent crude oil spot
price, rebased to 100 as of 1 January 2018
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5Y annualised performance (%)

2018 2019 2020 2021 2022 2023YTD
MSCI World
Energy ESG -16.3 143 -256 276 346 8.4
Brentcrude -196 227 -215 502 105 -9.6

Past performance is not a reliable indicator of current
or future results. Source: BlackRock and Bloomberg, as
of 19 December 2023.

2. Managing economic risk

One way to manage economic risk, we think, is by building
high-quality income streams. Higher interest rates are
creating a generational opportunity in bonds for income,
in our view, given that the interest now available from
these bonds has risen to levels not seen for many years.
This may provide an attractive, stable source of income for
investors in the form of regular interest or ‘coupon’
payments. We prefer bonds issued by relatively stable
governments with strong records of making payments on
time, and see the most attractive opportunity setin
European government bonds and UK government
bonds (also known as ‘Gilts’). Our analysis shows that
many DM government bond exposures currently offer
income levels well above their 10-year average.!

Developed market government bond yields are at their
highest levels in over a decade
10-year DM government bond yields, 2013-2023
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Past performance is not a reliable indicator of current

or future results. Source: BlackRock Investment Institute,
with data from LSEG Datastream, December 2023.
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3. Harnessing mega forces

Across the mega forces we track, Al has stood outin 2023
—and we expect investor interest in Al to persistin 2024.
Assessing the investment implications of Al beyond the
initial hype requires us to view the technology through a
platform lens, organised in a tech ‘stack’ — see below.
While we expect companies across the full Al ecosystem to
benefit over time, we see the strongest opportunity set
today at the base of the stack, in the semiconductors that
power Al tech. The Al boom could provide a tailwind for
semiconductor manufacturers, with increased demand
coming from different parts of the Al value chain, from
accelerators to specialised chip makers, cloud operators
and data centre device manufacturers. The industry is
projected to grow by 6-8% annually this decade, reaching
$1T of annual revenues by 2030.2We prefer global
semiconductor exposure, reflecting the industry’s
globally-integrated production process and supply chain.

The Future Al Technology Stack
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Source: BlackRock Investment Institute, December 2023.
The schematic shows the technologies we think will be
needed to develop Al applications. Each layer builds on
the one preceding as technologies get ‘stacked’ on top of
one another, enabling further innovation. The schematic
is for illustrative purposes only and intended as a guide
based on what we know today. As the Al ecosystem
evolves some categories may be replaced by newer ones.

1 Source: Refinitiv Datastream and BlackRock Investment Institute, as of 15 December 2023. 2 Source: McKinsey, 2023.
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This document is marketing material: Before investing please read the Prospectus and the PRIIPs KID available on
www.ishares.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 Information

In the UK and Non-European Economic Area (EEA) countries: this is issued by BlackRock Advisors (UK) Limited,
which is 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. 00796793. For your protection,
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 is issued by BlackRock (Netherlands) B.V. 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 Italy: For information on investor rights and how to raise complaints please go to
https://www.blackrock.com/corporate/compliance/investor-right available in Italian.

For investors in South Africa

Please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial Services provider
with the South African Financial Services Conduct Authority, FSP No. 43288.

For investors in Switzerland
This document is marketing material.

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.

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.

© 2023 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, and iSHARES are trademarks
of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other trademarks are those of their
respective owners.
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