
TARGET INCOME ETF MODELS 

T R A D E  N O T I C E

Allocations as of January 16th, 2018

The Target Income Models are fixed income portfolios that seek a superior yield/risk profile than that of the Bloomberg Barclays US Aggregate Bond Index. The models are
designed to help investors, together with their advisors, rethink their core fixed income allocations in an efficient way. These models are optimized quarterly and are intended as
tools to assist an advisor with designing a strategy to help their clients pursue their specific income objectives, while managing overall risk. Whether investors are saving for their
future or are nearing retirement, their advisors will work with them to select the fixed income portfolio that best reflects their financial needs. As such, the investor and their
advisor will determine the initial investment allocation and any subsequent adjustments or rebalances.

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 advisor know enough about their circumstances to make an investment decision.

This information is not personalized investment advice or an investment recommendation from BlackRock, and is intended for use only by a third party financial
advisor, 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
advisors are responsible for making their own independent judgment as to how to use this information. BlackRock does not have investment discretion over or
place trade orders for any portfolios or accounts derived from this information. Performance of any account or portfolio derived from this information may vary
materially from the performance shown herein. There is no guarantee that any investment strategy illustrated will be successful or achieve any particular level of
results. Please review the disclosures at the end of this document and consult your financial advisor for more information.

Key Takeaway: The risk rally may have room to run.
• Lower corporate tax rates are a potential tailwind for investment grade bonds. The deduction of debt interest by U.S. corporations may

have relatively less benefit in a world with lower tax rates, and the net result may be a reduction in debt issued. Basic supply and demand
suggests that diminished corporate bond issuance should support corporate bond prices.

• We remain shy on duration. We do not buy into the conventional wisdom that globalization and technological advances have killed
inflation. BlackRock’s own GPS measure of inflation, which incorporates big data on price trends, suggests that prices are headed higher.
Further, the end of the Federal Reserve’s repurchase program should increase net available supply of treasuries and agency mortgage-
backed securities vs. last year.

Trade Rationale
• Position changes: Recent curve flattening has created an opportunity to reduce risk while seeking yield in line with conservative income

objective of the Core model. There we are reducing 7-10 year treasuries and moving into 3-7 year treasuries. The High and Aggressive
models, following good performance and compression in their portfolio yields this quarter, are adding to U.S. Dollar Emerging Market (EM)
debt, which we favor as a source of high yield spread over treasuries, in order to add to portfolio yield potential.

• Positioning: The portfolios remain defensively positioned with respect to interest rate risk. We are increasingly of the view that upside risks
to inflation are not being sufficiently discounted by the market, which has yet to buy into the notion of even three rate hikes this year. We see
rate risks as impacting the curve broadly (as opposed to further flattening) and have positioned accordingly. These views notwithstanding,
continued exposure to some U.S. Treasuries is warranted as a diversifier vs. credit positions in the portfolios, in our view.
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Core Income Model – Tactical Update
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The Core Income Model seeks to generate a yield similar to the Bloomberg Barclays U.S. Aggregate Bond Index with less risk.

Moderate Income Model – Tactical Update
The Moderate Income Model seeks to generate more yield than the Bloomberg Barclays U.S. Aggregate Bond Index with 
approximately the same risk.

Ticker Allocations Current Prior Change

IEI iShares 3-7 Year Treasury Bond ETF 12.0% 8.0% +4.0% 

IEF iShares 7-10 Year Treasury Bond ETF - 4.0% -4.0% 

MBB iShares MBS ETF 17.0% 17.0% -

CSJ iShares 1-3 Year Credit Bond ETF 30.0% 30.0% -

FLOT iShares Floating Rate Bond ETF 30.0% 30.0% -

CIU iShares Intermediate Credit Bond ETF 7.0% 7.0% -

HYG iShares iBoxx $ High Yield Corporate Bond ETF 4.0% 4.0% -

Ticker Allocations Current Prior Change

IEI iShares 3-7 Year Treasury Bond ETF 9.0% 9.0% -

IEF iShares 7-10 Year Treasury Bond ETF 6.0% 6.0% -

MBB iShares MBS ETF 25.0% 25.0% -

HYG iShares iBoxx $ High Yield Corporate Bond ETF 25.0% 25.0% -

FLOT iShares Floating Rate Bond ETF 18.0% 18.0% -

CIU iShares Intermediate Credit Bond ETF 9.0% 9.0% -

CSJ iShares 1-3 Year Credit Bond ETF 4.0% 4.0% -

EMB iShares J.P. Morgan USD Emerging Markets Bond ETF 4.0% 4.0% -

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 advisor know enough about their circumstances to
make an investment decision.
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High Income Model – Tactical Update
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The High Income Model seeks to generate significantly more yield than the Bloomberg Barclays U.S. Aggregate Bond Index 
with more risk.

Aggressive Income Model – Tactical Update
The Aggressive Income Model seeks to generate substantially more yield than the Bloomberg Barclays U.S. Aggregate Bond 
Index by taking on significantly more credit and rate risk to achieve that objective.

Ticker Allocations Current Prior Change

IEI iShares 3-7 Year Treasury Bond ETF 20.0% 23.0% -3.0% 

MBB iShares MBS ETF 25.0% 25.0% -

HYG iShares iBoxx $ High Yield Corporate Bond ETF 30.0% 30.0% -

EMHY iShares Emerging Markets High Yield Bond ETF 15.0% 15.0% -

CLY iShares 10+ Year Credit Bond ETF - 3.0% -3.0% 

EMB iShares J.P. Morgan USD Emerging Markets Bond ETF 10.0% 4.0% +6.0% 

Ticker Allocations Current Prior Change

IEI iShares 3-7 Year Treasury Bond ETF 6.0% 6.0% -

TLT iShares 20+ Year Treasury Bond ETF - 4.0% -4.0% 

MBB iShares MBS ETF 25.0% 25.0% -

EMHY iShares Emerging Markets High Yield Bond ETF 30.0% 30.0% -

HYG iShares iBoxx $ High Yield Corporate Bond ETF 30.0% 30.0% -

EMB iShares J.P. Morgan USD Emerging Markets Bond ETF 9.0% 5.0% +4.0% 

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 advisor know enough about their circumstances to
make an investment decision.
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Carefully consider the Funds within the model portfolios’ investment objectives, risk factors, and charges and expenses before
investing. This and other information can be found in the Funds’ prospectuses and, if available, the summary prospectuses, which may
be obtained by visiting www.iShares.com or www.BlackRock.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.
For Financial Professionals: In the event that you subscribe to receive a BlackRock Model Portfolio, you will receive investment ideas from BlackRock in the form of a
model portfolio. The information is designed to be utilized by you solely as a resource, along with other potential sources you consider, in providing advisory services to
your clients. BlackRock’s Model Portfolios are not intended to constitute investment advice or investment recommendations from BlackRock. BlackRock is not
responsible for determining the securities to be purchased, held and/or sold for your clients’ accounts, nor is BlackRock responsible for determining the suitability or
appropriateness of a Model Portfolio or any securities included therein for any of your clients. BlackRock does not have investment discretion and does not place trade
orders for any of your clients’ accounts. Information and other marketing materials provided to you by BlackRock concerning a Model Portfolio – including holdings,
performance and other characteristics – may not be indicative of your client’s actual experience from investing in one or more of the funds included in the Model Portfolio.
The Model Portfolios, allocations and data are subject to change.
For end users: Any model performance information included herein represents the performance of BlackRock’s Model Portfolios. The performance shown does not reflect
the performance of model-based program accounts managed by your investment adviser utilizing BlackRock’s non-discretionary Model Portfolios. BlackRock’s Model
Portfolios are not intended to constitute investment advice or investment recommendations from BlackRock. Your investment adviser may or may not implement
BlackRock’s Model Portfolios in your account. The performance of your account may differ from the performance shown for a variety of reasons, including but not limited
to: your investment adviser, and not BlackRock, is responsible for implementing trades in the accounts; differences in market conditions; client-imposed investment
restrictions; the timing of client investments and withdrawals; fees payable; and/or other factors. BlackRock is not responsible for determining the suitability or
appropriateness of a strategy based on BlackRock’s Model Portfolios. BlackRock does not have investment discretion and does not place trade orders for your account.
This material has been created by BlackRock and the information included herein has not been verified by your investment adviser and may differ from information
provided by your investment adviser. The Model Portfolios, allocations and data are subject to change.
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.
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 or in concentrations of single
countries.
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.
This material is not intended to be a recommendation or advice by BlackRock. If this material were construed to be a recommendation by BlackRock, BlackRock would
seek to rely on Department of Labor Regulation Section 2510.3-21(c)(1). As such, by providing this material to you, a plan fiduciary that is independent of BlackRock,
BlackRock does not undertake to provide impartial investment advice or give advice in a fiduciary capacity. Further, BlackRock receives revenue in the form of advisory
fees for our mutual funds and exchange traded funds and management fees for our collective investment trusts.

The Funds within the model portfolio are distributed by BlackRock Investments, LLC (together with its affiliates, “BlackRock”).

The iShares Funds are not sponsored, endorsed, issued, sold or promoted by JPMorgan Chase & Co. or Markit Indices Limited. Neither of these companies make any
representation regarding the advisability of investing in the Funds. BlackRock is not affiliated with the companies listed above.

©2018 BlackRock. All rights reserved. iSHARES and BLACKROCK are registered trademarks of BlackRock. All other marks are the property of their respective owners.
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