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Asset Class Views in Q2

I 2
A

ko S The LS. consumer anid housing seciors are strong and grcth appear o be stabillzng, We see
it ek margins and payout ratics miing ratums, howayer
Eutpe ‘ Raasonabée valuations and ECE polloy are supporbve, bt weak groawih 2nd @ chalienged barking
EQUITIES system are risks. Comestic UK equities look vuinarabls in Hrat foare,
OVERWEIGHT i o | PRS2l vl and g comorts oveanc, Yot much s piced . rogress
on ruchural el s Sow, dnd tho Bl may bave radched it finits in weakaning the yan
Bl = Siructural challenges such s awcass dab persiat Yt wa see valls fa lang-erm investors.
Slowe aproctesf Fod re s e positvn,
Tiesurks ' Improving data ara & shart-arm risk, Long bonds have 8 structural bid amid low rales and are
dlirsiliers, but vuinerabla 1o upticks in infation I7 the shad fun
- Wik relafvily attractive (v-ammp ) ylelds anv by velaiiily, Wa see potentialfor inflws aflee
Mg ‘ Tt Sirang perfarmance
Wi Ekp Trssasury-Infiion Protacted Secuntis {TIPS) s polenial substiutes f par of nominal
J 1| 1
s = o eposures. Vel e are newal overal as valualions have rsen fast and ol could re-est lovs
FIXED INCOME Ty = Fading fears of ticedsion or rapi rali rises are nii-larm posiives, We prefer gomg down
UNDERWEIGHT capital sfructure wibin higher-gually seclors o capture eld. Ruaing liverage i & gk,
High Yl - (Wi el iyl et sl s e b Bl et I ks, Yhelel ok
ki efractive agaln. bl this 1 panty due t the roubled rescurees seclor sening the averages.
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EN D - e gt ca-cuinency ER debl. Cormencies have austed, yields have rsen b Btractive
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COMMODITES |- s mm  |Commodity merhetsare oversupplied and sensilvef0 donmward gobel roudh revisons, A
NEUTRAL ' : sralagic allocation b yokd makes seng for diversification

A oo mmoer Woseeer

= BEE-P R EEER]

1. ZEM © Stephen Crocombe, Managing Director, Global Chief Investment
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lnln]! reigns| mm Giobal Sovereigns USEqity | Prpely | Global Equity
* i 1% »
Global Equity cmnumm; CnnnMIis thillﬁ Global Equity | USEquty | US Equity
1% I B4 % %
1 mpn, Conmoditiss Hedneﬁms Hedge Funds  [E (2] GlohilSn eigns
U4 1% 10%
Blobal Equity lhdn e Funds ;ﬁv UM USEquty | USEquly | USEquly | USEquiy Giobal Sovereigns
1% 43% o 15% ] 1% ]
US Equity Global Equi ly US Eqity Global Equity IR ol Equity mn Hndgeleis
1i% 16% % b1 L3 1%
Hedge Funds [T Equty Hedge Funds Inluli reigns cmnnms Cmnmdlu!s Hedge Funds mnermn
0% 14 1%

7
Enmnndrhes bl Sovereigns Global Equity USEquty Hldn Funds 0 h#.Equdy Global Ieqy Hldg Fmd '_, Hedge Funds |81
“ L
{ Global Equity (Global Sovereigns ﬁmua - Giobal Y Global
. % m W §
(Global Sovereigns Global 16 ', GIba{Sov igns |
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Cammndhs ehhals ereins ; ey | o .', s | Conmodiies  Commodtes  Commodiies  Conmodies  Commodies
' | | 4% A% A% 2%

ngh 38% % 4% 0% Y% 6% A% % 2% % 16% 2%
Low 1% 0% 2% 7% 4% 1% 0% A% A% A% ATH 2%
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(1)&5 & LRI EN LR (Blending Active and Passive) : fRIEFFA EIE
KIERR - HESHSNERARELT - AR R & E
HE - PIESFEEE T SIS - R EEZE I st A
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SRR b - AR EE ARG e &

2) AT F & A(Factor) © [NT-HREEA A HERHIH G 34T - ERESHR
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f&(Style) &z Alpha :l?(%l & 2-2) - Z”“‘I%E%f%" N e
AifE > BIEEARER -~ it C EORRE BRI > BTAAE]
(B S B (R Rt (5 A= J‘H‘%I%EUE?V" R E&EERHIA
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(18 2-2 = 4H & = AT 20R)

Macro Factors: '

Capture broad nsks that exist across asset classes b Economic Growth b Real rates
NN N~~~ » Credit » Liquidity

( {7') (E)(Q? )(ﬁi‘)(oﬁ )( nﬂ.ﬂ.l'l) ¥ Inflation » Emerging Markets
"’ N NN SN NS

Style Factors: » Value » Low Volatility
Explain risks and retums within asset classes » Momentum » Cany

CECLEEy - -

» Security selection

» Country and
industry selection

» Market and factor
fiming

Alpha:
Only managers with skill have historically
generated consistently positive retums

(3) EREFLE A (Thematic Lenses) : Bt Efet & EICENI S —{E T

o5 GERMERY A TE T RENE SR > BIAE R AL - EEBUTFHE T H
BAOREhSEETE - TEH o IRIBEAN SR E B R TERARTH -
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2.

ZHEM ¢ Alain Kerneis, Managing Director, Head of Client Solutions
IREAZS
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TR A TR IICAPM) | TR - G AT R
SR AT RIS ~ R AT et — (S »
BLAR R AT DA — TR 5 — 2RI fRE BT e A -

BRTEIR RS EIC RIS B EICER (E 3-1) » AEBRETE
B RIS HE NI ECERCELE 30% > F RIS sH S HIECE H Al
AIME 31% > DLZERIIN S > s EE iR OicENHE - HIFond
SHIVEEE RS R AR EL S T T Re AR E B R 2 F3H -

(18 3-1 : BERERRORAR o i i B M )

Asset allocation
Long-term
Underweight neutral Overweight
15% 30% 45%,
UK government | 32.5% I i
bonds 4, 40% 60%
Global IG credit | 4%| _
2.5% 5% 7.5%
EM debt l I :
B6.5% 13% 19.5%
Attornatives | [
6% 12% 18%

+ BEEBCE TSR A& - H B & s Bty

1.

ELAEII
Pierre Sarrau, Managing Director, Multi-asset strategies

John Simpson, Managing Director, Multi-asset strategies

. SRIENE

AEE T HR ARG KNS (Big Data) » 1BM &t 5 HATLEEL LAY
B R AT R R A RBIRRVE RN - NIBR S5 2R E&ETIT
Pt Bt E R (EE B R A R AR TN - BRI ER 372 &
BIFEFATT

(1)SAE J S ZHe Iy <z o M Rl 28 B Z e P Y FEOHD (SR 4-1) -
BEREGEBEIT - WE - SREBGEHRE @ [HESERIHYE
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BB E Rt B AR FIET - SAE 2 SraF 2 G sl U T4 o 2 i
HZE  BHIEFRTRE I 22 AR (IR FIRY ~ &
PREES S8 Ry ZE SRS, TSRALAY ~ B~ S HE RSB A
AIF R ZBEENE) » BT b BRI = S BRI AT E Y75

B A ERIPEEL - %HLE#FZ*%JQ?Z%EEW@TIU%Z}E*H 4
2\ A AT RE LR SRR SR B FHEE e o Tk
HOMER - Eag SRR B Al R A2 %ﬁﬁﬁxﬁﬂéﬁ
AT B AT o

(I 4-1 : SAE JEER Z 8- R BUE 2 EM)

Analyse Measure Test

2
1.5
) I
0
T+1 T+2 T+3 T+4 T+5

Source: BlackRock research. Data as at 30
June 2013. T= point of signal construction

unfavorable

analyst revisions

strong

negatively

(T-Statistic)
=S

consent improved
improvements

US CFO Confcall signal vs

difficult

contributions

MG A RS LA P MR RS © S35 AR IEHY SAE B
T HBEEEREREAE > AEBENRES - RGNS RT
EARFIRGHEER(LE 4-2) - NIEE R IRA IR E T IR

Eones
TR o

(B 4-2 = B LA B HAE ST HIT A2 )

» Top words from analyst reports P Top words from blog posts
P [ — | O T
Price fluctuate Price Limitup 2595
#im%il  Pricefall beforerise  +1 A Buy in 2448 +1
%7EM  Pricerise beforefall -1 FiiF  Goodnews 1731 +
LE Posilive niews i T#  Pricefal 1641 A
& Hold - #ith  Garbage 1636 &
T# B . &  Opporunty 1567 +1
R Stable 4 % Price 3+
R# Bounce back +1 Increase



() THMIGEER A T— i ERHR © (48 A e i iy 7RIy - &R
PR ISR 2R ARV A e - S NP HE RS EHE
P ETEEF AR R &8 el fh B AiE R4S 4 ra M it i
F BB B 4B IR0 - HE T 2 AR HH K40 P 1 i 45 88 (Broker Inflation
Chatter Index) (R[& 4-3) -

([ 4-3 : NLP JH T &R IR 2 FE )

0.16
— deflation
014 = z
inflation
0.12

01

Index

5 008

Chatt

— 0.06

NV

0.02

(4) Google =55 [E8— S QIFAVAERE LR M & © 32 fy 1] & %8 Google 14
= AR TN AA LR B (4 GDP ~ LR A A TES) > HAiR
B EEREN AMTERARTEEES LEE - FE 2 8B H
SetEtR(RLE 4-4) -

(& 4-4 : Google %555 By £ 4L EHE ~ EF)

queries  sub-cat. category

“ford reviews”,

rewear, .. BUYCAR

CAR =t

AUTO

FINANCING -
CREDIT —

MORTGAGE

DURABLES

LUXURY
SERVICES
TRAVEL

°°1*°‘éﬁ é‘fm :
’

<
§

Source: BlackRock

(S)E LG A8 8 TR © E(EPI T2 HP QS B T
B FIRE AR ER ST (RLIE] 4-5) » B HEEAE nI 1S E R KoL
F o ot RETEEE TR Sl - 5B E TIHGERER - AF
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5 AT Sl O . Overallatng | N year rfum

Overall Rating

A m o 827
il S

S .
U N R
. v N \\\ "
Work Life 150 4 ] o
‘i ~ Y N
Balance \

| oo 468
m 3 6.3

~Compensation

/

Mgmt Team‘"‘

K HASTH

w010 —)011 —2012 2013

71 ~ F Smart Beta K58 LI B A

1. GHEHN
Andrew Graver, Director, Beta Strategies
Hannah Wallis, Associate, Multi-asset strategies

2. SRIZNE

{H/EEE Smart Beta ? —fxE LI ETENIFEM 2K - M2 M — AR

HIEREBR Y UL - HATEFTERAIRY Smart Beta [N 1~ - HANBAUE
2 HREE - S - HREERRI - 17525 sS0eaSismE Lo+
EENE SRR EE FERI# o Smart Beta SRES(R AT LATE (R
WENERISIVET 24 [ A E— D FE TR A 2 s R & 4
2 o FEREDHTE L2 E] - PR Smart Beta Ry tRERHY A AE FIEXRAY
NS SR 17 S A 5 R A AE T R AR B
ZHEAL - SRS T E IR B EER s - B4 S T T
BEAIEENEE W B (BB - BES0ZEtl i ([ENIREFE BIIR S » R & et
FNEEN ~ ZERALAVIEELH &R -

e E R E T (RSl 5-1) - AT DUSIEIERE > Smart Beta (52 H
FGr B E R E—E ) » HAEM(E Smart Beta B[R {E RIH ]
DS EIEERBN - (HE AR A E = & B2 L e © H Smart Beta
T LTSI EE) - TR BLE B 8N AR T RE B IR B & HT#H
Bfif - M7 Alpha Il ZBkATE Beta k& Smart Beta » B ASEHEHNGE
VA RE RBE T e B RE SR A



(& 5-1 : Smart Beta 7E#& & I AU 2 FE (=)

Investment return

Cap-weighted Active
index return return

Return from

average “Pure alpha™
exposures to return
smart Betas

Macro, industry, Smart Beta
country Timing

2 Fk Smart Beta FE4AT 2012 % 2016 4= H [E EHFEE R AR
ZZ (e 5-2) - SEIEH DIBUNRR &(E > AU EFERRER - T1EK
DUR n A A 30% LA EAVAERGRSS » fiI T SENEME R -

(Il 5-2 : Smart Beta FLE IR ERER)

2012 — March 2016 Average annual growth rate

Latin America
0% 25% H50%

Source: BlackRock, SimFund, December 2012 — March 2016 annualized.
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FURGEHLIBIUE Smart Beta [T > 85 XA RAHIAER T
(B~ AL A BV TTRA I 2% - ST T -

(L) (High Quality) © {34 VAT BIBRS T + (R BITE AR
E RN S A S AR R © B R

FAEA B RS

(2){E{E (Value) * {&f5He 8 H oEHE I S (e - RS R i
Bfi(Distress Premium) DL R A& MBI R AU EE > BRI —f%
B ERR R G R R R

(3)IE[AIENKE (Positive Momentum) : {45/ EIFRAE_FFHEEAEBEF 5
R Rt B & BRI T &y > BUSBhRE R EFRIRE KB AE

(4)EHIHE (Low Size) © {HFE NI BN M E st i S A BRI EL > i {E/
FERRIFIR G ERN T ERE -

Smart Beta [RF-REE L&Y 5 RIGER e A EIRyEbsm il - ks
RAGTRIUFS L A R4 LA T

(1)F-HA{E ¥ (Early Cycle Recovery) : [LFEEGHIE  {E{E K EIRE =A%
PR e

(2) %R (Mid Cycle Slowdown) © [EFEEZBIREIN T FIR G

(3)1&Ii5# TT(Late Cycle Pick-up) * IEPEPLENAE K an'E — N~ RIFEFHL

E
(4)Z%4E (Contraction) = PP BB (B Ko i E — A 3R g -
HFEE 2t Smart Beta [N -1 B8 1E T 1Y B A A AR IR (RUE 5-
3) > BhEE R TR B2 EERTFRE BEE - SERTRIE

BRI ENRRE - HtssfiE o AR T > 7 LU B — AT Hy T
s TR ENRASE S SR -

11



(& 5-3 : Smart Beta [ B & HEEH R A 24 (&)

Cumulative excess returns of
factor indices over MSCI World Index
350

200 ﬁ’

100

50
0
NkODO~OYTYTOIIONOUL DO~ NYTUODRRDO~—MT
NN RRAFRIPRIRFRRRAIQRIQPQII T T 7w
8B58585858585858585858585858
8383583838348358383835838383838
amm/3lue s )omentum Quality —===Fqual Weighted

N~ ZEAEMGEREE R
1. 3£l © DAN SANDERSLEY, DIRECTOR, RISK & QUANTITATIVE ANALYSIS GROUP
2. SREEA
ZItREREH G R E R EER - el E e E A S

el - TR KPR IR R IERYE R - bR ARy T R A E R
(Smart Risk) - FLEEESAEH FE 0 IR T S5 MR AT AL ~ IEREM B R R A
N BETREEGE I - BN ERERIRE(LEIR > NIt b R
AEMEAIETE ~ —IRA D > DU IR B Ae S et o - IE B
AYRH > EAERR A BHYERREE -

WA EREREE - F—PEE 7RI - ARNEESE
A ERIE P > (e AR S o BIERERY/NEIRG - AT DA FL R e
AR B NI B Y ~ SRR ~ REMEER S - AE AT
il > AR E R o RISt o (R AL b e H - 2R
RO RIEN R - SREFIEEHSHITHRI M - B2 ARy ERREH -

BREEEEH A R EE - B —ERE T RS —
Aladdin® B\ E B 28 > TEIRAEH AR BB [ ATE B EH A
[5R] ~ PZEE  SE RRBhEUTIRE  RTSERR E R e - SRR EE SR

¥ e

RarayEpa e B HTA = RHEER - b~ RECLURCERE T -
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(1)L * Fe57 T AR & b A AR LA R S JE A S

FHL © A —ERGEH R EE £4 - BAERE HEEIHY Aladdin® %
Rt EH e TR AT

(3)AEREHIEN T © S MBS & AR SRR Bl oy AR LB B i v
B -

HREEEEH A SR S KRERRE T 735 B s @
(Volatility) ~ &1 /& &[5 (Concentration Risk) ~ 355748 4 | [ (Persistence
Risk) ~ ¥ E[fz (Valuation Risk) ~ i Blii4: g (Liquidity) ke 35 b (Event
Risk) » #& HH i fE\bg (ERERY TR0 » A REBHREAE A k& iy B PR REEE - 4
FEEICERNS - DUZE B 23 -

1+~ [RFHEE % (Factor Investing)

1. GHEHD
David Gibbon, Managing Director, Multi-asset strategies
John Simpson, Managing Director, Multi-asset strategies

2. SRIZNE

HafEEZ BRHE—2otBBeRbl - B X E R EEE &

FESE R nT R AR BRI & - AT B R LB M E s fs H
B2 FIFHHEER BRVER, ~ B H ~ BRI T KR SOER TR
H T E AR, -

BTSN T A oRs L B2 AR E R AN T - (&
FESEN T AAESR BT (AR TS ARA T - SrE U R B HV&E R - HaK
R B R VE R R A VU E R TR - sy aiian T
(1R A + AR &0 B 5 1 R Sty 560
(2)E{EANS © 2y LIRSS
()W 7Y+ A BN T E EAHREAREL
(4B * RELEREIT 2 7 H B B B T 58 K

[RTAERE SR S WA S RE 7-1) - S0 T e
EEFT » HAUE %5 S 3RS TR - 1%L
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> 20%EFHREI S TE ~ 28%FEIEEW R B A ~ 30%FEIRAN © 12
BIREEGEDRE A - FEAR - RPTEEREANTERNE S
T > AT LSRR A B SRR RIS (B R A TV bR = 2 74% - &
R ENERgRA 11% > H& ERREA 10% > FhEE o
% WA DS EE R EH SRR - M A e -

(18 7-1 : N & AL E)

Contribution to risk by factor

Atraditional asset class-based allocation may
look diversified but a view through a factors lens
can reveal hidden, outsized risks

Real Estate 7% 30% U.S. Large Cap

TRADITIONAL
PORTFOLIO
ANALYSIS

Int'l Developed Equity 20%

AT B 02 s = £ i > 40F -

(1)EBzaa  E S P B AN M T R AR N B R IR Y AT RE M
FITEL ;

Q)& A © AEIRIRE] - (3 AR R IREIPR S s RO B (e iE
R

(BHT R, * IESKEEEmdr (Lottery-seeking) ~ JEERMESRITIEN] K &
SR~ SRIGHVERNERE LU IE [F [HE5 5 5 (Positive Feedback)FTA:

AT AR E] > RIS o] ARG g Fy8E 4% (Macro) ~ [EUFE(Style) &
Alpha =AF > 15 HFFERTHR AL & A FE 2 i B R T4 (R
7-2) > PG G AR S E BRI FTE S AT - BlHT e
BB T TES T H LTSRS (Emerging Market Risk
Premium) » [T EIE NEZEUMNEZ T {5 F R B (Credit Risk
Premium) » [ IR )BT PRe&(E 25 T @i B (Inflation Risk
Premium) > IRGEERIEEE T/ DEMOFIZRE B ~ i DA SRR
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(BRI ERSERTE S TR Eh MR (Liquidity
Premium) » G JFPR TGN 3 SR AR H S A A Z i s A [F
T4 -

(18 7-2 = &S N IR

. Expected
return

Liquidity
Premium

Emerging _ :
Premium Economic Economic
Growth Growth
Premium Premium
= Credit
Premium
Inflation Inflation
Premium Premium
Interest Interest Interest Interest i
Rate Rate Rate Rate o
N - " - remium
Premium Premium Premium Premium
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Rate Rate Rate Rate Rate Rate Rate
Cash Inflation- Nominal Corporate Emerging Equities Small-cap
protected bonds bonds Bonds Equity
bonds

Risk factor decomposition of selected asset classes
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Value + Growth = Equity Market
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Macro Factors

Interest
Rate

Risk Free
Rate

16



TSR % & 0] DUAREE4EE A (] Smart Beta)E( % Long-short
el > AL Long-Short (RIF4H & » fiEam i s 7 a) Fyfn] - & ol M B4l
TESEE BRI RS o 2 H—fEES R o] DUBEECEE - I%%B
RO B R FRCEEIEm R o 1 2 AR 4 BEARR AT
AT

()EERNT(Value) : BIESEK > ATEERRNBRA LA REA A
TR Rt B e R & B HITT R flm 22 18 AE R B R B Y e SR A
2

()FFA IR T(Carry) © BRI & A (S LA R i B (8
REBHEEFALLERE MRS

(3)FNREN T-(Momentum) © EH (I E-HBREARITT AT > BIER
EHERAVEIS

(4)55 @A T (Defensive) © BlsikZr 4= - BlANALE R ARKE) > IR
H AR IR FIFTE RV B ENE -

BAEH 75 2016 SF—F R M1k > 35 4 BERRS A T4H S HY R iR
BRI > (B ERNIBIRERIA I B 40 SRR (R BzE-50% » HLAE 2016
F 3 HRHEERREH G A BRI & H E (RE 7-4) - 5H
IASTZFA T ECsH & (RUIE 7-5) - AT H B E ey E S PR HL
R AR B AT -

([ 7-4 : 4 FUEAE AT~ 2016 55— Rat i 25 1E)

B.U%

6.0%
i 40%
]

Momentum an

|

¥ %

.20 /\/\/\ Value Cor. -5(
] 2

i

L00% <€
i

)

L 20%



([ 7-5 : 4 FURARIA T~ 2016 55— F Rt iBESE (S ER THE))
8.0%

6.0%

——
4.0% — = //\ / “\W/\‘\V\’/ /\‘\\_\‘___)

2.0% J
0.0%

-20%

-4.0%

-6.0%

s o o o ° o o o o ~o o Gl =]
S O S R L O L . S
i Atk | 4 13 ¥ W &k AV 43 \ AF v
o QA AP ™ @ AR R Gl 2 e Q A W
K A I\ N N P a A D i o) L) S
Value Maomentum Camry ———Defensive emm=EqualFactor Allocaiton

C BEE-SHEE

1. %EM : Louay Mikdashi, Managing Director, Head of alternative solutions for
BlackRock EMEA
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Return Type Liquidity Considerations Risk Considerations

+Long expected holding periods with exit coming in the
form of a catalyst (e.g., IPO, strategic acquisition)
+ Indicative Liquidity: 6 - 8 years

Total Retum

Private Equity

+ High level of market beta impacts both growth and exit

strategies

+Negotiating prepayment covenants can provide
increased certainty around exit
+ Indicative Liquidity: 4 - 6 years

Real Estate Debt Income

+ Underwriting to a conservative loan to value results in

strong collateral

+ Real estate debt investments are sensitive to interest

rate and spread movements.

+ The ability to enter through a joint venture rather than
Total as aminority partner is key towards achieving exit
Retum/Income flexibility
+ Indicative Liquidity: 4 - 7 years

+ Recurring cash flow profile further minimizes potential

loss severity

+ Assets with long-dated cash flows with final maturities
in excess of 10 years
+ Indicative Liquidity: 8 - 10+ years

Infrastructure Debt ‘ Income
Infrastructure Income
Equity

predictable cash flows result in an active secondary
market, providing early exit opportunities
+ Indicative Liquidity: 8 - 10 years

+ While underlying assets have long operating periods,

+ Historically low default rates with high recovery rates

given the higher ranking of debt in the overall capital
structure

+ The use of off-take agreements may curtail the energy

risk exposure

+ Finding investments after commercial operations date

negates development risk

+ Private credit transactions offer an ability to negotiate
investment terms, including maturity, interest
reserves, prepayment protections, etc.

+ Indicative Liquidity: 3 - 5 years

+ Determining the health of the issuer and strength of

collateral are two key considerations in this space

+ Variable liquidity profile which is dependent on the
nature of the opportunity
+ Indicative Liquidity: 3 - 5 years

Total

Special Situations | . -

+ High level of idiosyncratic risk which needs careful

assessment

ABHEF SR E i R R RIVIEEINIR - HHEREiEss - &
A GEHE ~ TR SHISEE TSR RS RS S - B4
JEBE A El e b EL S T RN - ST R AR SRR S 2 1%
B s bR o R RS TR R

L~ BERCEREH-ErgE
1. 3£l : TAREK MAHMOUD, MANAGING DIRECTOR, TRADING & LIQUIDITY
STRATEGIES
2. BRI
PR EE Ry L R AR DL =
1gs « BBERitE ERYjiREd=
PAUCHCRIHAL -

TR ARYHCIR 0 A SRS > ]

QUIEITEEIAR - (EREEEEN > BRI E
Mg E - NILEEhRINE AR A

GhEE SRR

3) s - AL G2~ EREHEERIHBE NS
EZEFENE EAEPBD/\M# e 0] DLy BUeE b o

AL
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What can infrastructure investments aim to provide? Lower defaults and higher recovery rates"??

48% 100%

Income — Stable income aligned with clients’ focus on 46%

long-term liabilities 80%
44%
3
£ 4% 60% 8
2 g
g <
Growth — Increased opportunities for institutional 40% % 3
. oy o
capital deployment as traditional lenders are ?
constrained by the new regulatory environment 38%
2%
36%
34% 0%
. o . . - Broad Baa Broad Senior
Dlver5|fl|cat|oq - Il.ow correlatlon with traditional asset Infrastructure  Comorate Infrastructure  Secured
classes improving risk/return profile (OECD) Bonds (OECD) Bonds

ARSI BB N e T - Kby B A HE B
RIEE A8 25 T AR P SR S e 5 DA SO%HYZRFE Rl (L fE] 9-2)

(1B 9-2 = FEBEER I AR R A E)

The search for return has elevated infrastructure investing Into a distinct asset class amid Institutional
investors—over 50% growth rate in the past five years

Taon Year Glabal Growth in Infrastructure Funds under Managemant

{5 val peasy sy aEkaility

2000 2001 Fai o) 2003 2004 05 HIGE 2000 2008 2004 210 201 20 2013 24 P ik

m—Apgrepate Caphal Resed (§80)  ——HNe of Funds

HAEHAIA ARSI BN S » UERIARENIRE
HEILE LU A RSB TR E (RIE 9-3) -

=
)

([ 9-3 + HIAPER R At & 5 1))
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BlackRock Infrastructure
How We Are Creating Opportunities in Infrasfructura
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ZHEM © Terrence Keeley, Global Head of Official Institutions Group
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12
12
. e
US dollar
8 strengthens

3 '\
Financial Crisis
2008-2009

2003 2004 2005 2006 2007 2008 2009 2010 011 2012 2013 2014 2015

B Advanced Economies  BEmerging and Developing Countries
Trilions of USD
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Source: BlackRock 2 of December 31, 2015
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Capital Allocation Absolute Risk Factor Allocation

H Domestic Treasuries
m Domestic Corporates

H Global Treasuries

2.0% u Global Corporates " RealRates
4.0% EMD
Leverad Loans = nfaton
o Domestic Equities P
Developed Equities
AT Emerging Equities mEconomic
Domestic Real Estate
120 Global Real Estate Political
Commodities
5.0%5.0% " Gold Liquidity
6.0% Private Equity
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1. ZEM © Tatiana Fic, Director, Central Bank and Public Policy
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Foreign currency reserves and gold

USD trillion
14

12

10 a. 20%

ca. 60%

o N b O ®

ca. 10%

W Gold mUSD mEUR mGBP mIJPY mAUD mCAD mCHF Other currencies
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O Regional structure of central bank gold purchases, 2015
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Central banks remain firmly on the gold purchasing pedal
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Source: Metals Focus; GFMS, Thomson Reuters; World Gold Council
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Gold holdings (as of 2015Q4)
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Tonnes

uGold holdings as of 2007 B Net purchases from 2007 to date

Source: World Gold Council
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