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Source: BlackRock Investment Institute, April 2016.

Expected Annualised Volatility

Motes: Five-year and long-term equilibrium annualised return assumptions are in arithmetic terms. Return assumptions are total nominal returns. Return assumptions for all asset classes are shown in
hedged terms, with the exception of EM equity and local-currency EM debt. We use long-term volatility assumptions. We break down each asset class into factor exposures and analyse those factorsaE™
historical volatilities and correlations over the past 15 years. We combine the historical volatilities with the current factor makeup of each asset class to arrive at our forward-looking assumptions. This
approach takes into account how asset classes evolve over time. Example: Some fixed income indices are of shorter or longer duration than they were in the past. Our forward-looking assumptions reflect
these changes, whereas a volatility calculation based only on historical monthly index returns would fail to capture the shifts. We have created BlackRock proxies to represent asset classes where historical

data is either lacking or of poor quality.
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Low expected returns may challenge investors
Innovation is key when constructing portfolios

BLACKROCK LONG-TERM CAPITAL MARKET ASSUMPTIONS
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Source: BlackRock Investment Institute, July 2016.

Notes: Long-term equilibrium annualized return assumptions are in geometric terms. Return assumptions are total nominal returns. Return assumptions for all asset classes are shown
in unhedged terms, with the exception of global ex-US treasuries. We use long-term volatility and correlation assumptions. Global equities are represented by the MSCI World ex USA
Index in our correlation assumptions; global treasuries by the BofA Merrill Lynch Global Government ex US Index. We break down each asset class into factor exposures and analyze
those factors’ historical volatilities and correlations over the past 15 years. We combine the historical volatilities with the current factor makeup of each asset class to arrive at our
forward-looking assumptions. This approach takes into account how asset classes evolve over time. Example: Some fixed income indices are of shorter or longer duration than they
were in the past. Our forward-looking assumptions reflect these changes, whereas a volatility calculation based only on historical monthly index returns would fail to capture the shifts.
We have created BlackRock proxies to represent asset classes where historical data is either lacking or of poor quality.
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Increased regulation of wealth management globally aims to improve
transparency and ensure alignment of interests

Higher fiduciary standards

Greater transparency

Assets

shifting to

» Fee-based
Shifts in models
landscape » Managed
post solutions
regulation > Passive

Challenge to fee sharing

Distributors changing
business models

» Developing broader “wealth”
value propositions

» Re-energizing captive
managers and asset allocation

» Reducing AM partners

Lower end of market
getting squeezed

» Less advice for
small clients

» Small advisors squeezed

» Increased focus on
digital solutions
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Post RDR a widespread advice gap has developed in UK...

Affordable advice gap Free advice gap

5.4 million 14.5 million

people would be wiling to pay for advice if Think they would benefit from free advice
it cost less but haven't takenany in the past two years
Awareness and referral advice gap w

Think they would benefit from free advice

but are not aware of public financial
guidance

Preventative advice gap

23 million

Have needed, but not taken, preventative
financial advice at least once in their life

Source: Deloitte, Citizens Advice data as of October 2015
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Technology is re-engineering distribution

Distribution innovators in financial services
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Lessons from innovators

What can be Consumer

B Price experience Brands Incre:iajmg
compression redesigned matter p

Leapfrog

will be opportunities

Reference to the names of each company mentioned in this communications is merely for explaining the investment strategy, and should not
be construed as investment advice or investment recommendation of those companies.
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Presenter
Presentation Notes
Technology – Fuel on the fire – enabling the strong growth of Direct Investing (to a third of assets) and the rise of Independent Advisors

Technology is the kerosene on this on this fire as it is enabling people to access information, insight and providing people the ability to invest directly, and to conduct much of their due diligence on-line.  
24% of people are making investment transactions on-line and 
45% of people are already researching online for investment information.  
Technology servicing the personal investor space is evolving very quickly.  

McKinsey study – looks at age vs. aptitude for technology – all asset levels and demographics want more technology with how they manage their monty

Consumer behavior is changing..clear trend emerging that consumers want to use more technology with how they manage their money.  A life characterized by fragmentation – more 401(k)s, more jobs, more options, more products, more complexity.

Bo Lu – CEO of FutureAdvisor – reduction of anxiety……heart of all of this.



Impact on Products

Pushing assets away from traditional “Core Active” products...

AUM
2015
Specialty
Activel $5.0tr
Core
4.3tr
$

*Net New Business

NNB*
2012-15

$450bn

($390bn)

$1,375bn

1 Specialty Active — includes multi-asset, retail alternatives and all active fixed income and equity products not included in Core Active

2 Core Active — US: large/mid/small cap equity funds and core Fixed Income & Municipals. Europe: core developed market equity and fixed income mutual fund

Source: Simfund 2015. Data excludes money market funds and FOF'’s., includes cross-border and EMEA domestic market mutual funds

AUM
2015

$4.8tr

$1.6tr

$1.1tr

NNB*
2012-15

$1,100bn

$110bn

$350bn
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Business model’s need to adapt — the world is changing

New World

Evolution of model

Old World

Degree of automation

Traditional &  Hybrid (human +
= b 4
| w (human) & robo) _g! Robo
Advisor providing _C_)ffering_pro_vides Online service only,
telephone, face to face efficient online interface automatically recommends
meetings etc and access to an human or provides guidance on
advisory - one-off advice investment products

available when required

For illustrative purposes only.
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Presenter
Presentation Notes
Personal investors have more information, more options, and more control over their financial futures than ever before. 
Coming on-line of more investors will extend the chassis for wealth management. 45% of clients research online and do their own due diligence before committing to their investments
Analog is the tax industry – 
Turbo Tax – convenience, automation
HR Block – low cost, still want a human touch or have some complications that require expertise
Boutique: estate tax, capital gains, other unique requirements
60% of us still get a human touch when we get our taxes – 60% of the travel industry still book through a travel agent
Technology led with human
Human led with technology

Self-direct is growing the fastest at 12% growth yoy. Currently 30% of the total assets advised!
Challenges for advisors:
Shrinking headcount
Aging client bases
Attracting younger clients
Retirement regulation




Opportunity not just for Robos

Many clients of all generations will want a digital
experience

The question is, with whom?

» Factors for a firm to win:

.
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e Scale
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» Tolerance for regulation

» Technological agility

BLACKROCK® FOR PROFESSIONAL CLIENTS / QUALIFIED INVESTORS ONLY. PROPRIETARY AND CONFIDENTIAL. EMEAIS-4435



Disclaimer

Regulatory Information

BlackRock Advisors (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 your protection, calls are usually recorded.

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 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.

Risk Warnings

Investment in the products mentioned in this document may not be suitable for all investors. Past performance is not a guide to future performance and should not be
the sole factor of consideration when selecting a product. The price of the investments may go up or down and the investor may not get back the amount invested.
Your income is not fixed and may fluctuate. The value of investments involving exposure to foreign currencies can be affected by exchange rate movements. We
remind you that the levels and bases of, and reliefs from, taxation can change.

BlackRock has not considered the suitability of this investment against your individual needs and risk tolerance. The data displayed provides summary information.
Investment should be made on the basis of the relevant Prospectus which is available from the manager.

In respect of the products mentioned this document is 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 Advisors (UK) Limited.

© 2016 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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