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Setting the stage



Global equities (%)

Setting the stage: asset returns in 2020

2020 doesn’t look like an unusual year... ... despite high volatility and high dispersion
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The policy response will continue to support markets

Central banks growing assets from already large base ...supporting nGDP growth for 2021 and beyond
. The Fed can support healthy NGDP growth by simply
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China tensions: is the de-coupling overstated?

China supply chain risks are slow-moving China: second largest contributor to world GDP

UBS China CFO Survey: Supply chains
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Will the US election lead to a policy shift?

Election outcome will be close and could be contested Potential Democratic policy proposals
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The case for stocks (still)



A wild ride on earnings

Earnings drawdowns focused in a few areas Earnings revisions showing growing optimism
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The structural case for higher margins

Globalization has been a big contributor to S&P 500 net margin expansion since 2004
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The investors dilemma: nothing looks “cheap”

Valuations are historically high across the board

FIXED INCOME EQUITIES
100 o o 9 ©
. m September 2020
O EXPENSIVE _ py e September 2019
®
g 75 O °
= ) B
g o @ O I
- [~
®
9 50 P AVERAGE ! A
7= ° ° ®
c .0 ® O
@ O I OO
0 ®
a O
a 25 O O
CHEAP
0
Q2@ TEDEE TUSSYrrEEX PREELEgEOg
—(5339 2393w Q_jcuTUC(DSSQ_D -—E‘,_:;EB‘C%';
Fx gcd o >5>52 o C s 0 ET HO 2 n o5 —xg 30
0w oo w £ ;£ @ o) © 0T = o o o R
ST Fse 222493 z 92 8 £ ¥ 03
;£ £ 5 c a Ll
258 oWy
(O LIDJ -

Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, 30 September 2020

Notes: The percentile bars show valuations of assets as of 30 Sep 2020, versus their historical ranges. For example, U.S. equities are currently in the 8 7th percentile. This means U.S. equities trade at a valuation equal to or greater than
87% of their history. The dots show where valuations were a year ago.Government bonds are 10-year benchmark issues. Credit series are based on Barclays indexes and the spread over government bonds. Treasury Inflation Protected
Securities (TIPS) are represented by nominal 10-year US treasuries minus inflation expectations. Equity valuations are based on MSCl indexes and are an average of percentile ranks versus available history of earnings yield, cyclically
adjusted earnings yield, trend real earnings, dividend yield, price to book, price to cash flow and forward 12-month earnings yield. Historical ranges vary from 1969 (developed equities) to 2004 (EM$ Debt). RO-191915
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Where to invest today?



How to invest in a changing world: Thematic framework

Forces: What are the forces driving change in the world?

Digital Revolution

* Transformational
technology is driving both
large- and small-scale
innovation, disrupting
traditional business models
and creating new industries

Urbanization

A new wave of urbanization
will fuel investmentand
productivity growth in new
supercities; it will transform
energy, infrastructure,
transportation, and services
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Demographics

Globally aging populations
will lead to higher health
care spend, while younger
generations will radically
disrupt the consumption
paradigm
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Climate Change

* Climate issues pose
significant risks across
industries including
operational disruption, rising
expense, and demand
reduction/ revolution

Themes: How are these forces shaping investment themes?

EM Alternative Electrification Robots + 5G + Internet Cloud New wave

ies of auto . Cybersecurity health
Supercities energy industry automation

of Things (loT) computing sciences

Which industries are most impacted by these themes? What are the most efficient expressions of these themes?

For illustrative purposes only.
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Thematic trends: cybersecurity, 5G, and cloud

IT investment continues to lead other categories IT spending intentions accelerated by COVID-19
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Thematic trends: climate change and electric vehicles

Pressure mounting to curb emissions with EV focus

Innovation leading to cheaper energy storage

Gas Cars by 2035

California Bans Sale of New Biden Announces $2

Trillion Climate Plan

Washington Voters
Support Full Transition to
Electric Cars by 2030
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Governor Cuomo Announces
State’s First Evolve NY High-Speed
Electric Vehicle Charging Hub

Europe Firms Climate
Plans with Goal of 55%
Emissions Cut

New EU Climate Plan Brings
End of the Combustion
Engine Closer

EU environment
ministers vow to step
up climate action

Germany Welcomes China
Climate Goals, Wants More EU
Action
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EVs will be outright cheaper as battery costs fall

China Vows Carbon
Neutrality by 2060,
Tighter Climate Goal

* ¥ x
* *
* *
* *
* 4 X
*
X
*
*

Tesla to Start Shipping China-
Built Cars to Europe, Asia

China’s carbon-neutral
ambition can supercharge
the energy transition

CHINA'S CARBON
NEUTRALITY ROAD
LEADS TO
ELECTRIFICATION

Source for all headlines: Bloomberg. Source for right charts: BofAML as of October 2020
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Important notes

This material 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 as of September 2020 and may
change as subsequent conditions vary. The information and opinions contained in this post are derived from proprietary and nonproprietary
sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of
accuracy or reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to any person
by reason of negligence) is accepted by BlackRock, its officers, employees or agents. This post may contain “forward-looking” information
that is not purely historical in nature. Such information may include, among other things, projections and forecasts. There is no guarantee
that any forecasts made will come to pass. Reliance upon information in this post is at the sole discretion of the reader. Past performance is
no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.

Prepared by BlackRock Investments, LLC, member FINRA.
© 2020 BlackRock, Inc. All rights reserved. BLACKROCK is a trademark 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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