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What is your outlook for domestic economic growth and monetary policy and
how has it evolved over recent months?

What are the principal risks to your growth outlook?

Are financial markets appropriately reflecting this outlook and any risks
around it?
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I. What is your outlook for domestic economic growth and monetary policy and how has it evolved over recent months?
Structurally, we are at the most stable point of US Economic growth in history; cyclically, we are experiencing a tangible

moderation back towards potential...

Structurally, we are seeing unprecedented sta

inflation and growth today

Against a mandate of price stability, inflation
and growth volatility are at all-time lows...
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The volatility of services growth has
persistently been lower than that of goods
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Why? The evolution of the US economy towards services and away from goods has significantly reduced
the risk of the manufacturing-oriented boom-bust cycles - creating inherently more stable growth
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And it is the goods sector that is more elastic and cyclical
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The US stands out in the services vs. goods
composition - meaning, domestic
monetary policy can be less aggressive
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The core of this evolution lies in two structural underpinnings: 1) the historic Technological evolution impacting
growth and inflation in ways never before seen in history, and 2) the Demographic evolution that is resulting in
less demand - especially for goods - and hence lower potential growth and inflation...

% of Capital Outlays
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Is there a more descriptive answer for growth and
growth/inflation potential, and consequently
monetary policy, than this graph below? !
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Technology has radically changed investment and inflation,
which were already being influenced by our second structural
economic growth trend: demographic curves
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Hence, we believe traditional economic models will continue to be inefficient and poorly describe market conditions/monetary policy requirements unless
married to an analysis of commerce today, which is in a quiet but distinct revolution at different speeds globally...

Sources: Capitalism Without Capital, Federal Reserve, Haver, IMF
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The demographic dynamic is another incredibly influential driver of growth and inflation globally -
and there is some dispersion across regions, which helps us understand why the US can continue to
see lower but solid economic growth while other regions face more onerous challenges...

Demographics are a key structural driver of demand - the next 60 years look much different than the last 60 years

While the US faces its own aging issues, on a relative basis it has a much brighter medium-term potential outlook than the rest of the DM world from a
demographic perspective, which can allow persistent hiring (and a lower NAIRU than seen in history)...
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Demographics help us understand future cash flows, which involve problems that can be complicated when compared to liabilities...
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Today in the US, domestic growth looks to be at or above potential; taken in the context of the demographic and
technological trends, we could see some continued wage (and real wage) growth but there is good reason to
believe this is as good as it gets with inflation

Cyclically, we see the US economy experiencing late-cycle dynamics with respect to wages; though, we do not expect a hard-landing...

Wage (and Real Wage) growth will likely continue to follow the positive Output Gap and low Unemployment Rate, which puts pressure on corporate profits —
acting as a self-regulating mechanism on growth
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This is because the wage-price link has structurally broken down... this link historically injected volatility into the system: companies raised prices to protect

eroding margins from wage inflation; today, technology and demographics weigh on prices, meaning companies struggle to maintain margins in a rising
wage environment - thereby acting as a natural brake on the economy
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So now the US economy is slowing from a very generous fiscal tailwind to more normal growth -
the risk of an overshoot looks low given the stability in core drivers we have outlined; in fact,
some of the high frequency data show U.S. data stabilizing/turning up a bit...

Cyclically, US growth is moderating toward potential after a boost from fiscal policy and synchronized global growth

Many reliable leading indicators highlight the moderation we are expecting today - especially some pockets of weakness in manufacturing; though, growth
in Q1 tends to be deceivingly weak — especially recently - so we wouldn’t overreact to disappointing data at the start of 2019
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Some of the high-frequency data we track is showing signs of stabilization in the US and even abroad, which reinforces our view that we are decelerating but
not at risk of contracting in the near-term
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Monetary Policy reached neutral last Summer/Fall, which was a headwind to interest-sensitive
areas of the economy; now the Fed doesn’t need to do anything for ‘some time’ as policy is at or
around neutral, and the U.S. economy will largely self-calibrate itself from here...

Monetary policy is another cyclical influence that pressured growth recently but we believe can be more passive/ supportive going forward

We measure the stance of policy by looking at the cost of capital relative to potential growth (return on capital); this tells us that policy was appropriately
very easy in ‘09 -’11, potentially stayed too easy for a bit long, and is now close to neutral after tightening the past few years

As we shift further to a services economy, the Fed should feel more content conducting policy in a slow and steady fashion... there is less of a need to react to
the diminishing importance of the more volatile goods sector, especially with the Funds Rate off of 0% and in the realm of “neutral”...3
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I1. What are the principal risks to your growth outlook?
Notwithstanding the Fed’s dovish pivot and nascent policy easing in China, Global Liquidity
continues to contract, which remains an underappreciated tail risk for global markets

Global Liquidity is as important as ever to Global Growth; despite plans to end tightening, it continues to contract today
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Today, the US, China, and EM ex China all have
ample capacity to ease policy, but the make-up
of the global liquidity dynamic is critical to
understand in this context...

Share of Global Growth, 2019 estimates
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...if China is unable/ unwilling to add further
liquidity, not only is a continued contraction of
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In addition to liquidity, which we view as a principal risk, other risks remain. Those include the often-talked about trade tensions and risk of auto tariffs, the risks of Brexit and
Eurozone weakness worsening, and the always present geopolitical and domestic political risks.

Sources: Bloomberg
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The liquidity cycle that we have depicted for years is remarkably persistent; if the recent Fed pivot can relieve
the stubborn USD strength, China and EM central banks would have greater scope to ease without the
gravitational pull on global capital toward attractive US risk-free rates - cessation of Fed balance sheet
reduction will go a long way toward facilitating this cyclical evolution
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I1l. Are financial markets appropriately reflecting this outlook and any risks around it?

The requirement for easy policy/low rates alongside of an aging population, low potential growth, and the
absence of an inflationary impulse are creating unusual dynamics including an immense need for financial
assets and an inability for financial intermediaries to hit their liability requirements...

Because of the massive growth of pension and insurance assets and the demographic revolution, roughly 3x as much value needs to be invested today

relative to 2000
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In the US, record treasury issuance is boosting supply,
but spread-sector issuance is expected to be lower in
2019 and well below pre-crisis levels
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IG Credit had been the asset available to hit liability targets, particularly pre-Tech/Pharmaceutical repatriation and
major telecommunications/media M&A, but now this supply is contracting, which is resulting in a dearth of supply
in the face of immense demand - ultimately, incentivizing stretching for yield

So much has been made of the large growth of the BBB
market, especially relative to BBs, with lots of
discussion of an imminent downgrade disaster....

The amount of BBB rated debt has increased by 5.3x since
EAYMOl 2007, while BB debt has increased 2.3x. The BBB market is
now 4.8x times larger than the BB Market
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And there is much less yield available today, even with
U.S. rates having moved up somewhat over the past
few years...2
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Against this growth of debt from 2012-2018, there is a
notable shift in company intentions for greater
deleveraging, both proactive and in reaction to weak

B Communication Services performance

This trend of deleveraging in IG (some for good reasons
and some for bad) is generally a positive but reminds us
dispersion is likely down the cap stack

2% 2% Health Care
4%

® Consumer Discretionary
Driver of

Deleverage

How company is
deleveraging

Energy
GE Avoid Downgrade <2.5x target
. to HY
® Industrials Anheuser Avoid Downgrade ~4.6x to 4.0xin 2020
to HY
m Consumer Staples Kraft Heinz Avoid Downgrade ~4.4x, 3x target
to HY
AT&T Post-M&A 3.3xto0 2.5xin 2 yrs
® |Information Technology Verizon Post-M&A 2.7xto low 2xin 2 yrs
Comcast Post-M&A 3.5xt0 2.5xin 2 yrs
B Material Dell Post-M&A ~5.5x to 4x in 2 yrs
ateriais Apple Repatriation 1.4x gross, declining 0.2x/yr
Microsoft Repatriation 5% annual debt reduction
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... creating massive demand for new issues as a risk-addition to portfolios... 2
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...and with the lack of assets and some restrictive regulation (such as Solvency Il for insurance companies), it is
creating potential debt mis-valuations vs. equity and/or a need to own more equity where possible to hit return
targets (for those that can)...

The most significant difference in cost of capital between Europe and the US is the cost of debt, as this has brought the European cost of
capital below where it is in the US.?
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But cost of capital is only half the equation... Price is a function of both the cost of capital and the growth rate...12
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More policy stimulus (monetary) is creating anomalies and a dearth of global financial assets as
places like Europe and Japan can’t stimulate enough growth/inflation (to de-lever)...

... and there is still a massive and growing amount of existing bonds Hence, with other DM central banks with a very limited toolkit, it may require the
that are negative yielding today Fed to be easy(ier) which can push equity prices and other financial asset
valuations higher...
13 Lower rates can influence spread and risk-assets to compress - directly
12 m Total negative yielding debt stock, US$ trillion through the risk-free rate and through premiums as well...
11 600%
Earnings growth is the biggest contributor to return over time
c 10 500%
- Since 2016, the risk-free rate
: ? 400% has detracted from performance
>
8 300%
Exuberance
7 200%
6 100%
5 0%
2016 2017 2018 2019
-100%
4.0% -200%
Pessimism
3.5% -300%
3.0% 1990 1995 2000 2005 2010 2015
2.5%

Contribution to Change in S&P from Change in Risk-Free Rate

0,

i:oj: Contribution to Change in S&P from Change in Equity Risk Premium

1.0% Contribution to Change in S&P from Change in EPS

0.5%

Contribution from: Since 1990  Since 3/2009

0.0% Change in Earnings 495% 170%
~0.5% Change in Risk-Free Rate 201% 72%
-1.0% Change in Equity Risk Premium 65% 44%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Total Change in S&P 761% 286%

Japan 10Y Germany 10Y  =——Swiss 10Y

Sources: JP Morgan, Bloomberg, BlackRock
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Questions




Is China willing to use all its tools, including credit expansion to
support Chinese (and consequently Global) Growth/Trade? If not,
what are the implications for US/Global Growth?

% China's debt-to-GDP ratio during 1980-2018Q3 %
h . Elected for

300 - B Households ® Private enterprises life - 300

B State-owned enterprises 0 Central government ?

250 - ® Local governments 250
200 - / AUy 200
al®

150 L] 150
i
-l..l II.II
100 ~ e B 100
50 ‘mil 50
0 0

19801982 1984 1986 1988 1990 1992 1994 1996 1998 2000 20022004 2006 2008 201020122014 20163Q18

Any other views on why inflation continues to moderate
within today’s positive growth dynamics?

Are there areas of the U.S. economy that are more at
risk of slowdown from here?

Sources: DB, as 0of 12/31/2018
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Important Notes

Risk Warnings

Investment in the products mentioned in this document may not be suitable for all investors. 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. Capital at risk. The value of investments and the income from them can fall as well as rise and are not
guaranteed. You may not get back the amount originally invested. 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. The information provided here is not intended to constitute financial, tax, legal or accounting advice. You should consult your own advisers
on such matters. BlackRock does not guarantee the suitability or potential value of any particular investment. Investment involves risk including possible loss of principal.
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 are often heightened for investments in emerging/developing markets or smaller capital markets.

Global Disclaimers

This material is provided for educational purposes only and 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 April 2019 and are subject to change. References to specific
securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and should not be interpreted as recommendations. Reliance upon
information in this material is at the sole risk and discretion of the reader. The material was prepared without regard to specific objectives, financial situation or needs of any
investor.

This material is for distribution only to those types of recipients as provided below and should not be relied upon by any other persons. This material is provided for informational
purposes only and does not constitute a solicitation in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful. Moreover, it neither
constitutes an offer to enter into an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter into an investment
agreement

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections, forecasts, and
estimates of yields or returns. No representation is made that any performance presented will be achieved by any BlackRock Funds, or that every assumption made in achieving,
calculating or presenting either the forward-looking information or any historical performance information herein has been considered or stated in preparing this material. Any
changes to assumptions that may have been made in preparing this material could have a material impact on the investment returns that are presented herein. Past performance
is no guarantee of future results.

The information and opinions contained in this material 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.

In the US this material is for institutional investors only. In Canada, this material is intended for permitted clients. In the EU issued by BlackRock Investment Management (UK)
Limited (authorised and regulated by the Financial Conduct Authority). Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Registered in England No. 2020394. Tel:
020 7743 3000. For your protection, telephone calls are usually recorded. BlackRock is a trading name of BlackRock Investment Management (UK) Limited. For distribution in
EMEA for Professional Investors only (or “Professional/Permitted Clients", as such term may apply in local jurisdictions).
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Important Notes

Global Disclaimers, cont.

In Latin America and lberia, for institutional investors and financial intermediaries only (not for public distribution). This material is for educational purposes only and does not
constitute investment advice or an offer or solicitation to sell or a solicitation of an offer to buy any shares of any fund or security and it is your responsibility to inform yourself of,
and to observe, all applicable laws and regulations of your relevant jurisdiction. If any funds are mentioned or inferred in this material, such funds may not been registered with the
securities regulators of Argentina, Brazil, Chile, Colombia, Mexico, Panama, Peru, Portugal, Spain Uruguay or any other securities regulator in any Latin American or Iberian
country and thus, may not be publicly offered in any such countries. The provision of investment management and investment advisory services is a regulated activity in Mexico
thus is subject to strict rules. For more information on the Investment Advisory Services offered by BlackRock Mexico please refer to the Investment Services Guide available at
www.blackrock.com/mx. The securities regulators of any country within Latin America or Iberia have not confirmed the accuracy of any information contained herein. No
information discussed herein can be provided to the general public in Latin America or Iberia. The contents of this material are strictly confidential and must not be passed to any
third party.

This material is provided by BlackRock and is intended solely for informational purposes. This material and the information provided herein must not be relied upon as a forecast,
research, investment or financial product advice and is not intended to be (in any manner) a recommendation, offer or solicitation to buy or sell any securities or to adopt any
investment strategy. The opinions expressed are as of January 2019 and may change as subsequent conditions vary. This material is for distribution to Professional Clients (as
defined by the FCA Rules) and Qualified Investors and should not be relied upon by any other persons. For qualified investors in Switzerland: this document shall be exclusively
made available to, and directed at, qualified investors as defined in the Swiss Collective Investment Schemes Act of 23 June 2006, as amended.

Issued in the Netherlands by the Amsterdam branch office of BlackRock Investment Management (UK) Limited: Amstelplein 1, 1096 HA Amsterdam, Tel: 020 - 549 5200.

BlackRock Investment Management (UK) Limited, which is authorised and regulated by the Financial Conduct Authority (“FCA”), having its registered office at 12 Throgmorton
Avenue, London, EC2N 2DL, England, Tel +44 (0)20 7743 3000, has issued this document for access by Professional Clients only and no other person should rely upon the
information contained within it.

For qualified investors in Switzerland: this document shall be exclusively made available to, and directed at, qualified investors as defined in the Swiss Collective Investment
Schemes Act of 23 June 2006, as amended. For your protection, calls are usually recorded.

For investors in Israel BlackRock Investment Management (UK) Limited is not licensed under Israel's Regulation of Investment Advice, Investment Marketing and Portfolio
Management Law, 5755-1995 (the “Advice Law”). No action has been taken or will be taken in Israel that would permit a public offering or distribution of the products mentioned
in this document to the public in Israel. The products mentioned in this document have not been approved by the Israel Securities Authority. In addition, the products mentioned in
this document are not regulated under the provisions of Israel’s Joint Investment Trusts Law, 5754-1994 (the “Joint Investment Trusts Law”). This document has not been
approved by the Israel Securities Authority and will only be distributed to Israeli residents in a manner that will not constitute "an offer to the public" under sections 15 and 15a of
the Israel Securities Law, 5728-1968 (the "Securities Law") or section 25 of the Joint Investment Trusts Law, as applicable. This document and the products mentioned herein are
being offered to those categories of investors listed in the First Addendum (the “Addendum”) to the Securities Law, ("Institutional Investors"); in all cases under circumstances that
will fall within the private placement or other exemptions of the Joint Investment Trusts Law, the Securities Law and any applicable guidelines, pronouncements or rulings issued
from time to time by the Israel Securities Authority. This document may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to
whom copies have been sent. Nothing in this document should be considered investment advice or investment marketing as defined in the Regulation of Investment Advice,
Investment Marketing and Portfolio Management Law, 5755-1995. This document does not constitute an offer to sell or solicitation of an offer to buy any securities, nor does it
constitute an offer to sell to or solicitation of an offer to buy from any person or persons in any state or other jurisdiction in which such offer or solicitation would be unlawful, or in
which the person making such offer or solicitation is not qualified to do so, or to a person or persons to whom it is unlawful to make such offer or solicitation.

In Hong Kong, this material is issued by BlackRock Asset Management North Asia Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong.
This material is for distribution to "Professional Investors" (as defined in the Securities and Futures Ordinance (Cap.571 of the laws of Hong Kong) and any rules made under that
ordinance) and should not be relied upon by any other persons or redistributed to retail clients in Hong Kong. In Singapore, this is issued by BlackRock (Singapore) Limited (Co.
registration no. 200010143N) for use only with institutional investors as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. In South Korea, this
material is for Qualified Professional Investors. In Taiwan, independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28/F, No. 95, Tun Hwa South
Road, Section 2, Taipei 106, Taiwan. Tel: (02)23261600. In Taiwan, independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28/F, No. 95, Tun
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Important Notes

Global Disclaimers, cont.

Issued in Australia and New Zealand by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975 AFSL 230 523 (BIMAL) for the exclusive use of the recipient
who warrants by receipt of this material that they are a wholesale client and not a retail client as those terms are defined under the Australian Corporations Act 2001 (Cth) and the
New Zealand Financial Advisers Act 2008 respectively. This material contains general information only and does not constitute financial product advice. This material has been
prepared without taking into account any person’s objectives, financial situation or needs. Before making any investment decision based on this material, a person should assess
whether the information is appropriate having regard to the person’s objectives, financial situation and needs and consult their financial, tax, legal, accounting or other
professional advisor about the information contained in this material. This material is not intended for distribution to, or use by any person or entity in any jurisdiction or country
where such distribution or use would be contrary to local law or regulation. BIMAL is the issuer of financial products and acts as an investment manager in Australia. BIMAL does
not offer financial products to persons in New Zealand who are retail investors (as that term is defined in the Financial Markets Conduct Act 2013 (FMCA)). This material does not
constitute or relate to such an offer. To the extent that this material does constitute or relate to such an offer of financial products, the offer is only made to, and capable of
acceptance by, persons in New Zealand who are wholesale investors (as that term is defined in the FMCA). BIMAL is a part of the global BlackRock Group which comprises of
financial productissuers and investment managers around the world. This material has not been prepared specifically for Australian or New Zealand investors. It may contain
references to dollar amounts which are not Australian or New Zealand dollars and may contain financial information which is not prepared in accordance with Australian or New
Zealand law or practices. BIMAL, its officers, employees and agents believe that the information in this material and the sources on which the information is based (which may be
sourced from third parties) are correct as at the date specified in this material. While every care has been taken in the preparation of this material, no warranty of accuracy or
reliability is given and no responsibility for this information is accepted by BIMAL, its officers, employees or agents. Except where contrary to law, BIMAL excludes all liability for
this information. Past performance is not a reliable indicator of future performance. Investing involves risk including loss of principal. No guarantee as to the capital value of
investments nor future returns is made by BIMAL or any company in the BlackRock Group.

For Southeast Asia: This document is issued by BlackRock and is intended for the exclusive use of any recipient who warrants, by receipt of this material, that such recipientis an
institutional investors or professional/sophisticated/qualified/accredited/expert investor as such term may apply under the relevant legislations in Southeast Asia (for such
purposes, includes only Malaysia, the Philippines, Indonesia, Thailand, and Brunei). BlackRock does not hold any regulatory licenses or registrations in Southeast Asia countries
listed above, and is therefore not licensed to conduct any regulated business activity under the relevant laws and regulations as they apply to any entity intending to carry on
business in Southeast Asia, nor does BlackRock purport to carry on, any regulated activity in any country in Southeast Asia. BlackRock funds, and/or services shall not be offered
or sold to any person in any jurisdiction in which such an offer, solicitation, purchase, or sale would be deemed unlawful under the securities laws or any other relevant laws of
such jurisdiction(s).

This material is provided to the recipient on a strictly confidential basis and is intended for informational or educational purposes only. Nothing in this document, directly or
indirectly, represents to you that BlackRock will provide, or is providing BlackRock products or services to the recipient, or is making available, inviting, or offering for subscription
or purchase, or invitation to subscribe for or purchase, or sale, of any BlackRock fund, or interests therein. This material neither constitutes an offer to enter into an investment
agreement with the recipient of this document, nor is it an invitation to respond to it by making an offer to enter into an investment agreement.

The distribution of the information contained herein may be restricted by law and any person who accesses it is required to comply with any such restrictions. By reading this
information you confirm that you are aware of the laws in your own jurisdiction regarding the provision and sale of funds and related financial services or products, and you
warrant and represent that you will not pass on or utilize the information contained herein in a manner that could constitute a breach of such laws by BlackRock, its affiliates or
any other person.

For Other Countries in APAC: This material is provided for your informational purposes only and must not be distributed to any other persons or redistributed. This material and the
information contained herein does not constitute investment advice or an offer or solicitation to purchase or sell in any securities, BlackRock funds or any investment strategy nor
shall any securities be offered or sold to any person in any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such
jurisdiction. Moreover, it neither constitutes an offer to enter into an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer
to enterinto an investment agreement.
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Global Disclaimers, cont.

This information can be distributed in and from the Dubai International Financial Centre (DIFC) by BlackRock Advisors (UK) Limited - Dubai Branch which is regulated by the
Dubai Financial Services Authority (“DFSA”) and is only directed at 'Professional Clients' and no other person should rely upon the information contained within it. Neither the
DFSA or any other authority or regulator located in the GCC or MENA region has approved this information.

This information and associated materials have been provided to you at your express request, and for your exclusive use. This document is not intended for distribution to, or use
by, any person or entity in any jurisdiction or country where such distribution would be unlawful under the securities laws of such. Any distribution, by whatever means, of this
document and related material to persons other than those referred to above is strictly prohibited.

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

Restricted Investors

This document is not, and under no circumstances is to be construed as an advertisement or any other step in furtherance of a public offering of shares or securities in the United
States or Canada. This document is not aimed at persons who are resident in the United States, Canada or any province or territory thereof, where the companies/securities are not
authorised or registered for distribution and where no prospectus has been filed with any securities commission or regulatory authority. The companies/securities may not be
acquired or owned by, or acquired with the assets of, an ERISA Plan. In respect of the products mentioned this documentis intended for information purposes only and does not
constitute investment advice or an offer to sell or a solicitation of an offer to buy the securities described within. This document may not be distributed without authorisation from
BlackRock Investment Management (UK) Limited.

©2019 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, BUILD ON BLACKROCK, SO WHAT DO | DO WITH MY MONEY and the stylized i
logo are registered and unregistered 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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Past performance is no guarantee of future results. This material is provided for your general information. It does not take into account the particular
investment objectives, financial situation, or needs of individual clients. This material has been prepared based on information that Bessemer Trust believes
to be reliable, but Bessemer Trust makes no representation or warranty with respect to the accuracy or completeness of such information. This presentation
does not include a complete description of any fund or portfolio mentioned herein and is not an offer to sell any securities. Investors should carefully
consider the investment objectives, risks, charges, and expenses of each fund or portfolio before investing.

Views expressed herein are current only as of the date indicated, and are subject to change without notice. Forecasts may not be realized due to a variety of
factors, including changes in economic growth, corporate profitability, geopolitical conditions, and inflation. The mention of a particular security is not
intended to represent a stock-specific or other investment recommendation, and our view of these holdings may change at any time based on stock price
movements, new research conclusions, or changes in risk preference. Index information is included herein to show the general trend in the securities
markets during the periods indicated and is not intended to imply that any referenced portfolio is similar to the indices in either composition or volatility.
Index returns are not an exact representation of any particular investment, as you cannot invest directly in an index.

B

BESSEMER
2 TRUST




Recent Bifurcation between Domestic and
External Growth Drivers

Eurozone Monthly Net Change in Unemployed Persons and Markit Manufacturing PMI
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As of February 28, 2019 for unemployment and March 31, 2019 for PMI. MoM, 3MMA stands for month-over-month, three month moving average. _B
Source: Bloomberg, Eurostat, Markit
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Europe Vulnerabilities: A lot of Known Unknowns

Declining Economic Sentiment in EU’s Largest Italy’s Populist Government Resulting in Greater Bond

Economy and Region Risk Premium
ZEW Survey of Current Situation Spread Between Italy and Germany
10-Year Government Bond Yields
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Source: Bloomberg, ZEW
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Inflation Keeps ECB In Easing Mode; Fiscal Help
Seems Unlikely for Now

Inflation Measures Still Lagging Target Little Room/Desire for Fiscal Stimulus
Euro Inflation Swap Rate 5Y5Y Budget Balance
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Left as of April 8, 2019 and right as of 2017. EU reflects the EU-28 countries. _B

Source: Bloomberg, Eurostat
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What Will ECB Do in the Next Major Downturn?

Asset Purchase Program
Cumulative Total at Year-End

. Possible ECB Next Steps
38338% = PSPP = CSPP =CBPP3 mABSPP

= Restart asset purchases

2,500 €

2,000 € !!!!!!!

= Broaden types of asset purchases

1,500 €

= Extend forward guidance towards

1.000 € more rate cuts/ tiered interest rates

500 € = “Helicopter money”

0€
2015 2016 2017 2018

As of April 12, 2019. The ECB asset purchase programs include: Asset-Backed Securities Purchase Program (ABSPP), Covered Bond Purchase Program 3 (CBPP3),
Public Sector Purchase Program (PSPP), and Corporate Sector Purchase Program (CSPP). B
Source: Bloomberg, European Central Bank
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Dovish ECB Policy: Short-term Transmission
Channels

Lower European Interest Rates Weaker EUR

More Foreign Potentially Stronger Euro

Demand for U.S. Weaker European Stronger USD Export Shares
Bonds, Credit Bank Shares

Weaker U.S.
Pressure on

CNH

Multinational
Shares

Transmission channels noted assume
other growth, policy variables stable
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Meaningful Economic and Financial Linkages
Between Euro area and U.S.

Rolling-90 Trading Day Correlation Between U.S.
and German 10-Year Government Bond Yields

VIX Index and High Yield Corporate Bond Spread
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As of April 12, 2019. Bps stands for basis points. Rolling correlation is based on the daily change in the 10-year yield. High Yield OAS is measured using the Deutsche
Bank Credit Strategy Dm USD HY OAS. _B
Source: Bloomberg, CBOE, Deutsche Bank
BESSEMER
8 TRUST



Brexit has Already Taken a Toll on U.K. Assets

U.K. and S&P 500 Performance Since Brexit Vote
Indexed to 100 on June 23, 2016
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Consensus Real GDP Growth Forecasts
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Market Overview

Global ETF! AuM Has Grown to Over $5T Annual US Mutual Fund?vs. ETF Flows ($B)
Global regulated funds (MF & ETF) are S50T

- Mutual Fund - ETF

(+16%) 0 466
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2.4 2l :
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US ETF Assets by Asset Type US Fixed Income ETF Assets by Type
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Source: Credit Suisse, Morgan Stanley, Bloomberg, BlackRock



Risks — Liquidity Mismatch in Mutual Funds and ETFs

NS SASKS

Cash buffers
Revolvers
Hold more liquid securities
Sales loads
Redemption gates

In-kind redemptions

Secondary market / trade at
a discount

v
v
v
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Risks — Specific Cases in Mutual Fund and ETF Market

Loans

e $1,200B overall market,
S200B Mutual Funds,
S10B ETFs

e Largest ETF is BKLN at $5.1B
managed by Invesco

e MFand ETF settle T+2,
average loan settled T+16 in
2018

Source: Morgan Stanley, BlackRock

High Yield

e $2,500B overall market,
S400B Mutual Funds,
S40B ETFs

e Largest ETF is HYG at $17.3B
managed by BlackRock

HYG Volumes as % of HY OTC Cash Volumes
30%
20%

10%

T e TV AN
0% -
Dec-14 Dec-15 Dec-16 Dec-17 Dec-18

HYG Exchange Volumes as % of OTC HY Cash

e HYG Gross Primary Volumes as % of OTC HY
Cash

Levered ETFs

S37B in ETFs:
$34B Equities,
S2.5B Fixed Income

Largest ETF is TQQQ at
$4.3B managed by
ProShares (NASDAQ 100)

Products offered in 1.5-3x
leverage and inverse



Other Risks

Passive Concentration Product Proliferation Centralized Players

Passive AuM! / S&P Market Cap (%) US ETF Launches « Index providers
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Analysis of Fed Reinvestment Options

The Fed's portfolio of Treasury securities has a much longer weighted average Chart 1: Estimated WAM of Treasury Portfolios (Years)

maturity (WAM) (~8.1 years) than the overall Treasury market (~5.8 years), a
legacy of the Fed’s QE programs as well as Operation Twist (Chart 1).

The WAM of the Fed’s Treasury portfolio has been increasing recently due to
the fact that most of their reinvestment purchases have been focused on newly
issued 3y, 10y and 30y securities.

« This is because the Fed's $30 billion cap for Treasury reinvestment
tends to bind mainly during quarterly refunding months (Feb, May,
Aug, Nov), when 3y, 10y and 30y tenors are issued at the mid-month
auctions that coincide with the date that the Fed's reinvested holdings
mature.

Per the FOMC minutes and subsequent speeches, Fed officials are
considering actively shortening the WAM of the Fed's Treasury portfolio by
reinvesting Treasury and/or MBS paydowns into shorter-dated Treasuries once
runoff ends, likely later this year.

In Chart 2 we present analysis performed by BAML which illustrates various re-
investment scenarios the Fed could take going forward.

The estimated timeline over which the Fed's Treasury portfolio will converge to
the WAM of the outstanding Treasury stock under each scenario is indicated in
parenthesis.

» Scenario 1 (Well into 2030s): maintain current strategy for coupons
and mortgages

+ Scenario 2 (2029): maintain current strategy for coupons, reinvest
mortgages in bills

* Scenario 3 (2022): coupons reinvested in 2s and 3s, reinvest
mortgages in bills

+ Scenario 4 (2021): all reinvested in bills

Source: Guggenheim Investments, BAML, Federal Reserve. Data as of 01/23/2019.

Note: Chart 2 assumes unwind stops at end-2019.
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Chart 2: Fed’s Treasury Portfolio WAM Under Reinvestment Scenarios
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Guggenheim Investments represents the following affiliated investment management businesses
of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security
Investors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Funds Distributors,
LLC, GS GAMMA Advisors, LLC, Guggenheim Partners Europe Limited and Guggenheim
Partners India Management.

The information presented herein has been prepared for informational purposes only and is not an
offer to buy or sell, or a solicitation of an offer to buy or sell, any security or fund interest or any
financial instrument.

No representation or warranty is made by Guggenheim Investments or any of their related entities
or affiliates as to the sufficiency, relevance, importance, appropriateness, completeness, or
comprehensiveness of the market data, information or summaries contained herein for any
specific purpose. The views expressed in this presentation are subject to change based on market
and other conditions. The opinions expressed may differ from those of other entities affiliated with
Guggenheim Investments that use different investment philosophies. All material has been
obtained from sources believed to be reliable, but its accuracy is not guaranteed. Forward looking
statements, estimates, and certain information contained herein are based upon proprietary and
non-proprietary research and other sources.

Past performance is not indicative of comparable future results. Given the inherent volatility of the
securities markets, it should not be assumed that investors will experience returns comparable to
those shown here. Market and economic conditions may change in the future producing materially
different results than those shown here. All investments have inherent risks.
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The views and strategies described herein may not be suitable for all investors. This material is
provided with the understanding that it is not rendering accounting, legal or tax advice. Please
consult your legal or tax advisor concerning such matters.

The comparisons herein of the performance of the market indicators, benchmarks or indices may
not be meaningful since the constitution and risks associated with each market indicator,
benchmark or index may be significantly different. Accordingly, no representation or warranty is
made to the sufficiency, relevance, importance, appropriateness, completeness, or
comprehensiveness of the market data, information or summaries contained herein for any
specific purpose.

© 2019 Guggenheim Partners, LLC. All Rights Reserved. No part of this document may be
reproduced, stored, or transmitted by any means without the express written consent of
Guggenheim Partners, LLC. The information contained herein is confidential and may not be
reproduced in whole or in part.
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