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The year ahead The models team

A summary of hot topics & consensus
market views for 2026 using the latest

u Lisa O’Connor, CFA

forecasts from Wall Street analysts, \ Managing Director
economists, strategists, & the Fed. | Global Head of Investments
O Recession
O Jobs ly Michael Gates, CFA
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O Cash on the sidelines
O Midterm elections Source: BlackRock. AUM for models managed by Model Portfolio Solutions as of 9/30/2025. Morningstar, as

of 12/31/2024. See additional Morningstar disclosure language on page 17.
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Recession

0%

Current market-based recession probabilities
sit well above the long-run historical average
of 15% but are also materially below the peak
levels seen of around 50% following the tariff-
related market stress in mid-2025.
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Odds of recession in 2026
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Source: Bloomberg, New York Federal Reserve, Polymarket, BlackRock as of 12/20/2025. Polymarket shows
2-weekrolling average odds.



3%

The Fed sees unemployment stabilizing
around 4.5% in 2026, a nudge below the
current 4.6% to close 2025. The median
forecast from 60 economists is more
optimistic, expecting a decline to 4.3%, with
the most bearish calls expecting a rise to 5%.
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Unemployment rate forecasts
(range of forecasts from 60 economists)
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Fed members’ core PCE inflation
projections

3.00%

Highest
projection by a

\/ Fed member
2.75%

O

2.50% Median O
projection

2.25%
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According to the Federal Reserve’s most Lowest Q
recent Summary of Economic Projections, Fed projection by a

. . . . Fed member M
members project core PCE inflation will fall to 2.00% ()
approximately 2.5% by YE 2026 and 2.1% by 2026 2027

YE 2027.

Source: Federal Reserve Summary of Economic Projections, as of 12/10/2025. PCE as represented by the
personal consumption expenditures price index (Core PCE excludes food and energy).
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How many rate cuts in 2026?

Rate Cuts

1.5

The market anticipates a more aggressive
easing cycle in 2026 than the FOMC has
indicated. Policymakers project only one cut,
while prediction markets and Fed funds

futures see two cuts as the most probable
. . . Sources: Bloomberg, Polymarket, CME, Federal Reserve Summary of Economic Projections, as of
o UtCO m e’ b Ut th e convi Ctl onis I ow. 12/29/2025. Forward looking estimates may not come to pass.

Prediction
markets see
two, three, and
even four cuts
as more likely

The Fed has
penciled in
just one cut
in 2026
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Wall St. analyst 2026 fixed income outlooks

(summary comments & US treasury 10-year yield targets)

10-year Yield

4.45%

JeMorgan &y, 3590
Sees upward

pressure on . ™ 4.25%
yields as “term Bond market is

. . overly optimistic
g;zrréllibraelbund about how deep
growth Fed cutting
stabilizes el loc;

yields drift
higher into 2H

Accelerating
economy
outpaces
slowing
inflation,
steeping yield
curve

worgaic 1+, £, 15%

#UBS 3.75%
Yields dip mid-
year on Fed
cuts, then
rebound >4% as
economy
reaccelerates

“Z 3.50%

BANK

Expect more
aggressive rate
cuts as evidence
of cooling labor
) ) ] market continue
A survey of fixed income strategists suggest to mount

the 10-year yield will remain elevated in 2026
despite consensus expectations of slower
inflation & Fed cuts. Acommon theme is views
Of SOfter rate enVironment intO midyear bUt Sources: Deutsche Bank, JP Morgan, Wells Fargo, Morgan Stanley, UBS, Bank of America, as of 12/20/2025.

Wlth y| e I d S g ri n d | n g h |g h er | ntO yea r-en d . Summary excerpts regarding fixed income and US 10-year yield forecasts taken from respective 2026 market

outlook publications. Average yield target for 2026 reflects forecasts from 10+ fixed income strategists.

Inflation
surprises to
downside,
combined with
slower than
expected growth
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S&P 500
Price Target

S&P 500 price predictions from Wall St.
analysts vary across the board, but all expect a
continuation of the bull market run in 2026,
with the median analyst price target expecting

a 9.5% price return and 12% earnings growth.
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2026 Wall St. analyst S&P500
targets
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Source: Bloomberg and/or individual respective investment bank/economist annual outlook reports, as of
12/15/2025. Forward looking estimates may not come to pass. S&P 500 price target as represented by the
Bloomberg analyst median price target. Select abbreviations: Opp is Oppenheimer, GS is Goldman Sachs, MSis
Morgan Stanley, BofA is Bank of America, SocGenis Societe Generale, JPM is JP Morgan, Wells is Wells Fargo..



Average individual investor asset
I nve Sto r allocation L atest
og ® °
Positioning

reading

Stocks 71%

According to AAll in Dec 2025, individual
investors’ average allocation to stocks was
71%o, roughly 4% overweight the 3-yr average.
Consistent with the bullish sentiment, the

average a llocation to cash also shrank to 15% Source: Bloomberg, American Association of Individual Investors, as of 12/1/2025.Stock/bond/cash

o) allocation uses the combined percentage of individual securities held by the average investor's portfolio (within
(d own l /0 frO m D ec 2024) the analyzed sample of survey respondents). Custom bull image created with Midjourney gen Al.
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Cash on the
Sidelines

$7.7T

The rise of stablecoins, still relatively high cash
yields, and volatile bond markets have helped
keep flows into money market funds reaching
new all-time highs. Dry powder now sits close
to $8 trillion dollars.
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Money market fund assets
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Source: Bloomberg, Investment Company Institute, as of 12/19/2025. Total money market fund assets as
represented by assets under management of funds that invest in short-term debt, notincluding ETFs or fund of
funds.
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Odds to win House

Midterm
Elections

20% 40% 60%

Odds to win Senate

Prediction markets expect the current

Republican majority to be vulnerable in the
2026 midterms, currently pricing Democrats 1A
as heavy favorites to take control of the House

and Republicans with a two-thirds chance of 0%  10%  20%  30%  40%  50%  60%  70%
keeping the Senate.

Source: Polymarket, as of 12/20/2025.
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Market views Our views

Recession odds 30% Recession odds

Rate cuts 1.5 Rate cuts
10-year yield 4.2% 10-year yield

S&P500 7500

V o
Positioning N Positioning
Inflation 2.5% Inflation

Summary of year-end 2026 forecast consensus market estimates. “Our views” represented by the BlackRock
Model Portfolio Solutions team as of 12/29/2025 and subject to change. These directional views are
approximate and relative to consensus market views.
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2025 predictions rewind

Grading 2025 market forecasts vs. our forecasts vs. actual results



Market views

2025 forecasts as of Dec 30, 2024

Rate cuts
10-year yield

Mag 7 earnings growth

Positioning

Inflation
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Our views

2025 forecasts as of Dec 30, 2024

Rate cuts

10-year yield

Mag 7 earnings growth

S&P500

Positioning

«a@>» » e

Inflation

Summary of 2025 forecast consensus market estimates. “Our views”
represented by the BlackRock Model Portfolio Solutions team as of
12/30/2024 and subject to change. These directional views are
approximate and relative to consensus market views.

Actual results

2025 results as of Dec 29, 2025

Rate cuts {_ 3

10-year yield L 4.10%

Mag 7 earnings growth L 35%

S&P500 | 6900

Positioning L 2.5%*

*Average overweightto stocks in 2025

2o N
Inflation - 2.6%

Summary of year-end 2025 actual results as of 12/29/2025.Mag 7
stocks represented by Apple, Amazon, Microsoft, Meta, Nvidia, Tesla, and
Alphabet. Earnings growth is year-over-year earnings per share (EPS).
Positioning reflects approximate time-weighted average overweight to
stocks for Target Allocation ETF 60/40 model targets. Inflation is
represented by Core CPI (Consumer Price Index).
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Important Notes

This information should not be relied upon as investment advice, research, or a recommendation by BlackRock regarding (i) the funds, (ii) the use or

suitability of the model portfolios or (iii) any security in particular. Only an investor and their financial professional know enough about their circumstances
to make an investment decision.

Carefully consider the investment objectives, risk factors, charges and expenses of funds within the model portfolios before investing. This and other
information can be found in the funds’ prospectuses or, if available, the summary prospectuses which may be obtained by visiting each fund company's
website or calling their toll-free number. For BlackRock and iShares Funds, please visit www.blackrock.com or www.iShares.com. Read the prospectus
carefully before investing.

Investing involves risk, including possible loss of principal. Asset allocation and diversification may not protect against market risk, loss of principal or volatility of returns.

The BlackRock model portfolios are made available to financial professionals by BlackRock Fund Advisors (“BFA”) or BlackRock Investment Management, LLC (“BIM”), which are
registered investment advisers, or by BlackRock Investments, LLC (“BRIL”), which is the distributor of the BlackRock and iShares funds within the BlackRock model portfolios. BFA, BIM
and BRIL (collectively, “BlackRock”) are affiliates.

The BlackRock model portfolios are provided for illustrative and educational purposes only. The BlackRock model portfolios do not constitute research, are not personalized investment
advice or an investment recommendation from BlackRock to any client of a third party financial professional, and are intended for use only by a third party financial professional, with
other information, as a resource to help build a portfolio or as an input in the development of investment advice for its own clients. Such financial professionals are responsible for
making their own independent judgment as to how to use the BlackRock model portfolios. BlackRock does not have investment discretion over, or place trade orders for, any portfolios
or accounts derived from the BlackRock model portfolios. BlackRock is not responsible for determining the appropriateness or suitability of the BlackRock model portfolios, or any of
the securities included therein, for any client of a financial professional. Information concerning the BlackRock model portfolios — including holdings, performance, and other
characteristics — may vary materially from any portfolios or accounts derived from the BlackRock model portfolios. There is no guarantee that any investment strategy or model
portfolio will be successful or achieve any particular level of results. The BlackRock model portfolios themselves are not funds .

The BlackRock model portfolios include investments in shares of funds. Clients will indirectly bear fund expenses in respect of portfolio assets allocated to funds, in addition to any fees
payable associated with any applicable advisory or wrap program. BlackRock intends to allocate all or a significant percentage of the BlackRock model portfolios to funds for which it
and/or its affiliates serve as investment manager and/or are compensated for services provided to the funds ("BlackRock Affiliated Funds"). BlackRock has an incentive to (a) select
BlackRock Affiliated Funds and (b) select BlackRock Affiliated Funds with higher fees over BlackRock Affiliated Funds with lower fees. The fees that BlackRock and its affiliates receive
from investments in the BlackRock Affiliated Funds constitute BlackRock’s compensation with respect to the BlackRock model portfolios. This may result in BlackRock model portfolios
that achieve a level of performance less favorable to the model portfolios, or reflect higher fees, than otherwise would be the case if BlackRock did not allocate to BlackRock Affiliated
Funds.

This material does not constitute any specific legal, tax or accounting advice. Please consult with qualified professionals for this type of advice. Any information on funds not managed
by BlackRock or securities not distributed by BlackRock is provided for illustration only and should not be construed as an offer or solicitation from BlackRock to buy or sell any
securities. This information is intended for use in the United States. This information is not a solicitation for or offering of any investment, product, or service to any person in any
jurisdiction or country in which such solicitation or offering would be unlawful.

Fixed income risks include interest-rate and credit risk. Typically, when interest rates rise, there is a corresponding decline in bond values. Credit risk refers to the possibility that the
bond issuer will not be able to make principal and interest payments. Non-investment-grade debt securities (high-yield/junk bonds) may be subject to greater market fluctuations, risk
of default or loss of income and principal than higher-rated securities. Mortgage-backed securities ("MBS") and commercial mortgage-backed securities ("CMBS”) are subject to
prepayment and extension risk and therefore react differently to changes in interest rates than other bonds. Small movements in interest rates may quickly and significantly reduce the
value of certain mortgage-backed securities. There may be less information on the financial condition of municipal issuers than for public corporations. The market for municipal
bonds may be less liquid than for taxable bonds. Some investors may be subject to federal or state income taxes or the Alternative Minimum Tax (AMT). Capital gains distributions, if
any, are taxable. An investment in a treasury Fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency and its return and yield
will fluctuate with market conditions.
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Important Notes (cont.)

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 often are heightened for investments in emerging/developing markets and in concentrations of single countries.
Funds that concentrate investments in specific industries, sectors, markets or asset classes may underperform or be more volatile than other industries, sectors, markets or asset
classes and the general securities market.

A fund's use of derivatives may reduce a fund's returns and/or increase volatility and subject the fund to counterparty risk, which is the risk that the other party in the transaction
will not fulfill its contractual obligation. A fund could suffer losses related to its derivative positions because of a possible lack of liquidity in the secondary market and as a result
of unanticipated market movements, which losses are potentially unlimited. There can be no assurance that any fund’s hedging transactions will be effective.

There can be no assurance that performance will be enhanced or risk will be reduced for funds that seek to provide exposure to certain quantitative investment characteristics
("factors"). Exposure to such investment factors may detract from performance in some market environments, perhaps for extended periods. In such circumstances, a fund may
seek to maintain exposure to the targeted investment factors and not adjust to target different factors, which could result in losses.

A fund's environmental, social and governance (“ESG”) investment strategy limits the types and number of investment opportunities available to the fund and, as a result, the fund
may underperform other funds that do not have an ESG focus. A fund's ESG investment strategy may result in the fund investing in securities or industry sectors that
underperform the market as a whole or underperform other funds screened for ESG standards. In addition, companies selected by the index provider may not exhibit positive or
favorable ESG characteristics.

Alternative investments present the opportunity for significant losses and some alternative investments have experienced periods of extreme volatility. Alternative investments
may be less liquid than investments in traditional securities.

Commodities' prices may be highly volatile. Prices may be affected by various economic, financial, social and political factors, which may be unpredictable and may have a
significant impact on the prices of precious metals.

Actively managed funds do not seek to replicate the performance of a specified index. Actively managed funds may have higher portfolio turnover than index funds.

No proprietary technology or asset allocation model is a guarantee against loss of principal. There can be no assurance that an investment strategy based on the tools will be
successful.

The iShares Funds are not sponsored, endorsed, issued, sold or promoted by Bloomberg, BlackRock Index Services, LLC, Cboe Global Indices, LLC, Cohen & Steers, European
Public Real Estate Association (“EPRA® "), FTSE International Limited (“FTSE”), ICE Data Indices, LLC, NSE Indices Ltd, JPMorgan, JPX Group, London Stock Exchange Group
(“LSEG”), MSCI Inc., Markit Indices Limited, Morningstar, Inc., Nasdagq, Inc., National Association of Real Estate Investment Trusts (“NAREIT”), Nikkei, Inc., Russell, S&P Dow Jones
Indices LLC or STOXX Ltd. None of these companies make any representation regarding the advisability of investing in the Funds. With the exception of BlackRock Index Services,
LLC, who is an affiliate, BlackRock Investments, LLC is not affiliated with the companies listed above.

Neither FTSE, LSEG, nor NAREIT makes any warranty regarding the FTSE Nareit Equity REITS Index, FTSE Nareit All Residential Capped Index or FTSE Nareit All Mortgage Capped
Index. Neither FTSE, EPRA, LSEG, nor NAREIT makes any warranty regarding the FTSE EPRA Nareit Developed ex-U.S. Index, FTSE EPRA Nareit Developed Green Target Index or
FTSE EPRA Nareit Global REITs Index. “FTSE®” is a trademark of London Stock Exchange Group companies and is used by FTSE under license.

© 2026 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK, ALADDIN, and iSHARES are trademarks of BlackRock, Inc. or its affiliates. All other trademarks are
those of their respective owners.
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Important Notes (cont.)

Morningstar, as of December 315t 2024. Gold ratings for Target Allocation ETF, Target Allocation ETF Tax-Aware, Target Allocation ESG, and Long Horizon ETF. The Morningstar
Medalist Rating is the summary expression of Morningstar’s forward-looking analysis of investment strategies as offered via specific vehicles using a rating scale of Gold, Silver,
Bronze, Neutral, and Negative. The Medalist Ratings indicate which investments Morningstar believes are likely to outperform a relevant index or peer group average on a risk-
adjusted basis over time. Investment products are evaluated on three key pillars (People, Parent, and Process) which, when coupled with a fee assessment, forms the basis for
Morningstar’s conviction in those products’ investment merits and determines the Medalist Rating they’re assigned. Pillar ratings take the form of Low, Below Average, Average,
Above Average, and High. Pillars may be evaluated via an analyst’s qualitative assessment (either directly to a vehicle the analyst covers or indirectly when the pillar ratings of a
covered vehicle are mapped to a related uncovered vehicle) or using algorithmic techniques. Vehicles are sorted by their expected performance into rating groups defined by their
Morningstar Category and their active or passive status. When analysts directly over a vehicle, they assign the three pillar ratings based on their qualitative assessment, subject to
the oversight of the Analyst Rating Committee, and monitor and reevaluate them at least every 14 months. When the vehicles are covered either indirectly by analysts or by
algorithm, the ratings are assigned monthly. For more detailed information about the Medalist Ratings, including their methodology, please go to
http://global.morningstar.com/managerdisclosures. The Morningstar Medalist Ratings are not statements of fact, nor are they credit or risk ratings. The Morningstar Medalist
Rating (i) should not be used as the sole basis in evaluating an investment product, (ii) involves unknown risks and uncertainties which may cause expectations not to occur or to
differ significantly from what was expected, (iii) are not guaranteed to be based on complete or accurate assumptions or models when determined algorithmically, (iv) involve the
risk that the return target will not be met due to such things as unforeseen changes in changes in management, technology, economic development, interest rate development,
operating and/or material costs, competitive pressure, supervisory law, exchange rate, tax rates, exchange rate changes, and/or changes in political and social conditions, and (v)
should not be considered an offer or solicitation to buy or sell the investment product. A change in the fundamental factors underlying the Morningstar Medalist Rating can mean
that the rating is subsequently no longer accurate. BlackRock provides compensation in connection with obtaining or using third-party ratings and rankings.
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