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Opportunity amidst dispersion

In this refresh of our global sector views, we lean into dislocated markets amid geopolitical uncertainty. We
keep some cyclical exposure, but increase our conviction in defensives, given the slowing growth backdrop,
higher inflation and an uncertain earnings outlook.

Blending bright spots and havens

We outline our latest views on sectors, reflecting the latest macro and microeconomic developments.

Click through to explore our precision sector views in detail.

Sector A\ Outlook
Communication We stay mixed on the global communication services sector after a period of strong
services performance, especially in Europe.

We turn less constructive on the consumer discretionary sector overall, given the
Consumer

discretionary

\ 4

uncertain growth backdrop, expectations for higher inflation, and elevated
geopolitical tensions.

Consumer staples

We keep a mixed view on consumer staples balancing consumer-related growth
concerns against the sector’s defensive qualities.

Energy remains one of our highest-conviction global sector calls, supported by

Ener f . . . . .
=nergy persistent supply tightness, resilient demand, and strong earnings revisions.
We stay constructive on the financials sector, but shift our geographic preference
Financials f back to Europe, where banks are driving overall earnings, alongside technology and
energy.
We have moderated our positivity on healthcare due to a lack of catalysts. We
Healthcare . . . . . .
continue to favour Medtech/Biotech, given stronger earnings and innovation.
. We remain positive on industrials as the sector continues to benefit from the global
Industrials f . :
investment and infrastructure super cycle, rather than consumer demand.
Information f We maintain conviction in technology, using the sector to add quality to equity
technology allocations, supported by a relatively solid earnings backdrop.
. We are constructive on materials but remain selective, with a preference for segments
Materials

linked to infrastructure, power and Al-related demand.

Real estate

We stay mixed on global real estate, with a developed market (DM) rate cutting
backdrop a tailwind for the sector. We prefer exposure in Europe, where the European
Central Bank (ECB) rate path is well telegraphed.

Utilities

We are positive on utilities as a high asset, low obsolescence (HALO) investment,
supported by durable profit moats that are resilient to Al disruption. Regionally, we
favour the US over Europe, given stronger demand growth and better earnings
momentum.
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A framework for analysing sectors

We pay close attention to how profitability and valuations appear in the current environment and use this framework in
conjunction with our qualitative assessment of macro and microeconomic trends to gauge each sector's outlook. The
tables below highlights Z-scores for MSCI World, Europe and US sectors across a range of metrics, with high
profitability and reasonable valuations increasing the attractiveness of a sector. We show high profitability and low
valuations in green, the opposite is shown in red. This is done to identify sectors that are potentially improving their
profitability trends, which may not be reflected by market pricing.

Figure 1: Framework for analysing profitability and valuations of MSCI World sector index range, June 2026

Profitability Valuations
EBITDA CPS Earnings yield prem./disc. to
10Y avg

MSCI World Communication Services 3.18 1.85 1.60 1.20 2.06 1.00%
MSCI World Cons Discr 1.59 1.94 1.59 0.58 0.89 0.52%
MSCI World Cons Staples 1.83 1.99 1.95 0.89 1.89 0.21%
MSCI World Energy 1.45 1.84 1.20 -0.34 2.33 -1.09%
MSCI World Financials 2.56 3.74 0.82 0.83] 2.07 0.61%
MSCI World Health Care 1.58 1.71] 1.40 -0.21] 0.28 -0.07%
MSCI World Industrials 2.13 2.24 2.29 1.64 2.48 1.05%
MSCI World IT 3.44 3.53 2.90 0.34 1.40 0.27%
MSCI World Materials 1.56 1.74 1.08| 0.31] 2.12] 0.27%
MSCI World Real Estate 1.66 1.59 1.56 1.75 2.34 0.66%
MSCI World Utilities 2.36 2.72 1.96 0.71] 1.87 0.31%

Source: BlackRock and LSEG Datastream, as of 1 June 2026.

Figure 2: Framework for analysing profitability and valuations of MSCI Europe sector index range, June 2026

Valuations
Earnings yield
prem./disc. to 10Y avg

MSCI Europe Communication Services
MSCI Europe Consumer Discretionary
MSCI Europe Consumer Staples

MSCI Europe Energy

MSCI Europe Financials

MSCI Europe Health Care

MSCI Europe Industrials

MSCI Europe Information Technology
MSCI Europe Materials

MSCI Europe Real Estate

MSCI Europe Utilities

Profitability
EPS EBITDA P/B
0.05 -0.93 -0.56 0.84 2.59
0.09 1.50 0.18 -0.11 -1.32
2.09 2.12 2.3 -1.57 -0.57
1.33 1.86 1.00 -0.32 2.12
2.69 2.83 0.84 0.24 2.51
2.04 2.10 1.2 -1.05 -0.79
2.38 2.43 2.4 -0.11 -1.32
2.76 3.06 2.74 1.34 2.03
0.76 0.97 0.5 0.80 1.17
0.02 1.00 0.0. -1.25 -1.26
2.43 2.37 1.64 0.93 2.02

0.5%
-0.2%
-0.8%
-1.2%

0.3%
-0.5%
-0.2%

0.8%

0.7%
-1.7%

0.6%

Source: BlackRock and LSEG Datastream, as of 1 June 2026.
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Figure 3: Framework for analysing profitability and valuations of MSCI USA sector index range, June 2026

Profitability Valuations
Earnings yield
EPS EBITDA P/B prem./disc. to 10Y avg
MSCI USA Communication Services 3.07 2.22 2.10 0.94 1.87 0.9%
MSCI USA Consumer Discretionary 2.33 2.42 2.28 0.25 -0.15 0.2%
MSCI USA Consumer Staples 1.50 1.59 1.5 2.30 2.19 0.7%
MSCI USA Energy 1.38 1.62 1.18 -0.28 1.53 -2.1%
MSCI USA Financials 2.24 4.03 1.0 0.43 1.47 0.4%
MSCI USA Health Care 1.35 1.49 0.8 0.47 0.75 0.2%
MSCI USA Industrials 2.06 2.10 2.3 1.90 2.36 1.1%
MSCI USA Information Technology 3.52 3.59 3.00 0.31 1.09 0.2%
MSCI USA Materials 1.88 2.17 1.28 -0.17 0.34 -0.1%
MSCI USA Real Estate 1.75 1.62 0.3 -0.60 0.71 -0.2%
MSCI USA Utilities 2.29 2.63 2.1 0.18 1.00 0.1%
Source: BlackRock and LSEG Datastream, as of 1 June 2026.
Figure 4: Five-year performance of MSCI regional and sector indices
Total asset returns (%) 2021 2022 2023 2024 2025 2026 YTD
Global Healthcare 18.30 -6.63 2.38 -0.14 13.21 -3.75
Global Tech 29.08 -31.28 52.27 32.18 22.95 23.77
Global Energy 35.09 41.05 -0.72 -0.37 9.81 24.92
Global Financials 25.10 -12.36 13.08 23.75 26.06 -0.70
Global Materials 12.94 -13.69 11.72 -7.46 23.38 14.94
Global Consumer Staples 10.81 -8.00 0.06 3.45 6.43 3.74
Global Consumer Discretionary 17.12 -34.02 33.55 20.36 7.42 0.76
Global Communication Services 13.44 -37.57 44.03 32.57 30.94 8.09
Global Utilities 7.09 -6.99 -2.51 9.96 21.69 5.66
Global Real Estate 25.90 -27.10 6.78 -0.59 3.74 6.39
MSCI World 21.82 -18.14 23.79 18.67 21.09 10.49
MSCI USA 26.45 -19.85 26.49 24.58 17.31 10.90
MSCI Europe 25.13 -9.49 15.83 8.59 19.39 7.50

The figures shown relate to past performance. Past performance is not a reliable indicator of current or future
results. Index performance returns do not reflect any management fees, transaction costs or expenses. Indices are
unmanaged and one cannot invest directly in an index. Source: BlackRock and Bloomberg, as of 1 June 2026.
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‘ . . . Figure 5:
’ Communication services MSCI Europe earnings estimates

N . . L . . versus price, April 2023 - April
We maintain a mixed view on the communication services sector, after a period 2026

of strong performance across the US and Europe. At a global level, the sector
currently trades at a premium to its own history across all metrics we track. In

Europe, earnings momentum has slowed, and profitability is weaker compared 70 12
to the US communication services index and to other European sectors. Yet

. . . . . . 1.1
price momentum has continued, creating a dislocation we think could correct.t 65
The media subsector has seen the second-largest downgrade to 2026 W \
earnings per share (EPS), only behind autos.2 However, we still see more long | l L
positioning in the telecoms subsector — where we have higher conviction.3 3 60 I‘J L 0.9 %
In the US, the earnings backdrop is more supportive, and the sector screens as s 2
highly profitable - leading us to hold a relative preference for the US over *g 55 0.8 '-?;
Europe. Structural tailwinds persist, particularly from generative Al adoption - %
and usage — another key driver of our preference for US communication 0.7
services companies over their European peers. We see the larger companiesin 50
the US index as better-suited to navigate a landscape shaped by Al, while 0.6
smaller companies may face margin pressure from the high cost of developing
and training models. The sector also faces a complex consumer environment, 45 0.5
which may pressure advertising spending. 2023 2026
Our Fundamental Equity colleagues highlight growing divergence within —Price
Communication Services, where Google and Meta are increasingly using Al as ——2026 QL EPS
an offensive growth driver, in contrast to much of the broader sector, where Al 2026 Q2 EPS
is seen as a defensive necessity—creating something of a “tale of two cities” Source: BlackRock and Bloomberg, 14
within the space. April 2026.
A Consumer discretionary Figure 6:

US and European consumer
We turn less constructive on the consumer discretionary sector overall, given confidence, 2020-2026 YTD
the uncertain growth backdrop, expectations for higher inflation and elevated
. . . . 100 0
geopolitical tensions. While we did have a preference for European names, we
see few tailwinds for the sector to recover. Valuations in Europe have eased: 20
our framework shows the sector now trades at a discount to its long-term 80 -5
history, while the US trades in line with its long-term history.* In the US, the
sector continues to score highly on profitability metrics, but we remain _ 70 -10 _
concerned about the medium-term strength of the US consumer, which has 2 60 g
become increasingly bifurcated. Tariff costs, while not front-of-mind, also g i;
inform our view of the US. 2z 50 -15 S
£ 40 £

Within Europe, we remain less constructive on autos, given structural -20
headwinds and heightened vulnerability to tariffs, despite the sector’s relative 30
strength in managing FX risk. The luxury subsector remains broadly expensive 20
versus its long-term history.5 Although it’s a USD earner, which could be a 10 -25

tailwind for those expecting USD appreciation, our expectations are more
muted. We see the currency as range-bound versus the euro this year, and 0 -30

playing less of a safe-haven role — as we have seen play out in Q1. The US Q3373388
. . . . , OO0 0000 Oo
consumer discretionary index is less exposed to the consumer than Europe’s, N NN

given its sizeable weighting to companies such as Amazon and Tesla, whose

return drivers differ from more mature and traditional discretionary names. UMICH consumer confidence

Our MASS Diversified Strategies investment team sees a conditional European consumer

opportunity in consumer discretionary under a US-Iran ceasefire or broader confidence (RhS)

deal scenario, where lower oil prices could provide a meaningful tailwind to Source: Blackrock and Bloomberg,
spending and sentiment, particularly benefiting the most de-rated consumer 14 April 2026. University of Michigan
segments and names that appear to be pricing in a more challenging macro

Consumer Confidence Index and
European Commission Consumer
Confidence Index.

backdrop.

1,4,5 Source: Bloomberg as of, 18 May 2026. 2 Source: Barclays equities tactical strategies, as of 13 April 2026. 3
Source:
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e Consumer staples Figure 7:

12m forward price/earnings

We keep a mixed view on consumer staples balancing the sector’s defensive ratio, May 2021-May 2026
qualities against a less constructive view on the global consumer. Globally, the

sector trades just above long-term trends, while in Europe the sector has 28 24
derated to trade at a discount to its own history. Valuations for the broad 23
consumer discretionary and consumer staples sectors in Europe have come 26 22
down sharply. Both are now trading near the bottom of their 20-year historical o4 21
price-to-earnings (P/E) ranges, with staples the cheapest since 2009, just

after the global financial crisis (GFC).6 Profitability continues to screen 22 20 w
relatively well across both Europe and the US, which underpins the positive u 19
side of our mixed view. g 20 18 °8’_
However, earnings momentum is lacking, especially in the US, despite a - 18 17 L:E
broader market backdrop in which we see more room for earnings breadth. In 16
Europe, weak demand and pricing power are two key headwinds. Positioning 16 15
data shows that long positioning fell significantly between the end of February 14 14

and April, with a slight pick-up in short positioning.” Short interest in some

2021 2023 2026
food-and-beverage names sits at multi-year highs.8

—— US Cons Staples
Heightened macro uncertainty and a weaker consumer may also limit global
companies’ pricing power. Analysts expect operating margins to remain
subdued over the next 12 months.?

Europe Cons Staples

Source: Bloomberg, as of 18 May

2026.
.' Figure 8:
@ Energy Brent Crude oil price, 22 Apr

. . o 2025 - 13 May 2026
Energy remains one of our highest-conviction global sector calls for Q3, as
conflictin the Middle East has pushed global energy prices structurally === Brent Crude
higher. Q1 results confirmed energy as one of the few sectors still seeing
positive EPS revisions globally, alongside semiconductors and materials, 130
while most consumer-linked sectors continue to face downgrades.10 At the
same time, oil fundamentals remain tighter than current market pricing
implies: Brent is still up significantly year-to-date (YTD) despite a modest
pullback in May, inventories continue to decline globally, and refined
product markets — particularly middle distillates — remain structurally 110
constrained, according to recent sell-side research.! Importantly, the

120

Q0
market appears increasingly comfortable with the assumption of a near- E 100
term geopolitical resolution, yet the Strait of Hormuz remains effectively 8
disrupted and supply-chain pressures have not fully normalised. o 90
We continue to prefer global and US energy exposure over Europe, given the
stronger macro backdrop, more resilient earnings revisions and better 80
operating leverage to sustained commodity strength. US energy benefits
from pricing power and strong nominal earnings growth, while many other 70
sectors struggle with margin compression. Historically, energy has also
shown one of the strongest positive relationships with inflation among 60
global equity sectors, making it an effective hedge against further upside
inflation surprises.t2 Unlike previous commodity cycles, capital discipline 50

across the sector remains relatively tight, so higher cash flows are
increasingly being returned to shareholders rather than recycled
aggressively into new supply. We therefore continue to favour high-quality
upstream names with strong free cash flow generation and shareholder
return capacity under a sustained $90-100 per barrel (USD/Bbl) oil
environment. Our Fundamental Equities Sectors and Thematics team also
favour clean energy given its growing size, with 75% of global electricity
demand growth in 2025 was met by solar, as well as attractive starting
valuations.t3

Apr 25
Jun 25
Aug 25
Oct 25
Dec 25
Feb 26
Apr 26

Source: Bloomberg, as of 13 May
2026.

6,7 Source: Barclays equities Tactical Strategies, as of 13 April 2026. 8 Source: Barclays, as of 8 April 2026. 9 Source:
10, 13 Source: Bloomberg, as of 18 May 2026. 11,12 Source: Barclays, as of 18 May 2026.
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e P _. .
o~y Financials

Financials remain one of our preferred sectors, with a particular preference
for European banks, following a strong Q1 earnings season and an
increasingly supportive rates backdrop. European financials were among the
strongest sectors in terms of earnings beats during Q1 reporting, while the
sector continues to benefit from the upward repricing in global rate
expectations. Markets are now pricing ECB rate hikes through 2026, while
Fed pricing has also turned more hawkish as inflation proves stickier than
expected.'* European banks have been a longstanding conviction of the
team, and we continue to see a compelling investment case for the sector,
underpinned by several structural and cyclical factors: resilient nominal
growth, higher-for-longer rates, and elevated inflation all support net
interest income, while credit quality has so far remained relatively stable
despite weaker consumer sentiment.

Financials also continue to screen as one of the strongest inflation hedges
globally, alongside energy and materials, with sector correlation analysis
showing one of the highest positive sensitivities to the consumer price index
(CPI).15 Valuations in Europe remain significantly less demanding despite
improving profitability, while positioning and earnings expectations still
appear relatively conservative versus the strength of recent delivery.'® In
addition, European financials stand to benefit from longer-term structural
tailwinds tied to deeper capital market integration, and the potential
mobilisation of c.€10T of European household savings into higher-return
financial assets over time, according to recent sell-side estimates.” By
contrast, while US financials continue to benefit from stronger macro growth
and resilient capital markets activity, current valuations already reflect a
much more optimistic earnings and economic outlook. We therefore see
better asymmetry in Europe, particularly among large-cap banks.

Figure 9:
Option Implied Pricing of DM
Central Bank Paths

6

0
2023 2024 2025 2026

= Fed ECB ==BoE

Source: Bloomberg, as of 18 May
2026.

14,16 Source: Bloomberg, as 18 May 2025. 15 Source: Bloomberg, as 15 May 2025. 17 Source: Barclays, as 13 May

2025.
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Figure 10:
US Biotech vs healthcare last

." Healthcare

12m
Our view on healthcare remains mixed, having moved away from a more
positive stance earlier in the year. The sector has not behaved defensively so 75
far this year despite the more uncertain macro and geopolitical backdrop
and lacks a clear near-term catalyst for relative outperformance. While 65
fundamentals remain relatively solid, market leadership has remained 55
concentrated in higher-beta sectors such as technology and energy, where ~
earnings momentum and revisions remain materially stronger. Healthcare X 45
continues to attract positive ETP flows globally, supported by the sector’s 2
earnings resilience and cash flow visibility, but performance has remained e 35
relatively muted. g
The outlook across several healthcare subsectors, however, is becoming £ 25
increasingly constructive. In biopharma, conditions have improved e 15
materially relative to 2025, supported by a pick-up in M&A and IPO activity, a
strong slate of second-half pipeline catalysts, and a more benign policy 5
environment. Al adoption is also approaching an important inflection point, ¥
with recent regulatory and technological developments beginning to -5
address inefficiencies in drug discovery and development. Recent FDA
initiatives allowing certain computer-based alternatives to animal testing -15
could materially reduce early-stage development timelines and costs, while May-25 May-26

broader federal Al initiatives using data from 17 national laboratories aim to
accelerate biotech research productivity.'® Medtech fundamentals also
remain solid, supported by resilient procedure volumes, stable utilisation
trends, and ongoing product upgrade cycles. Managed care - one of the
sector’s largest laggards over the past 18 months - is beginning to stabilise,
with major managed care organisations beating on medical loss ratios
during Q1 2026 as utilisation remains elevated but is no longer accelerating.
19| ife-science tools remain the weak spot, as government and academic
funding normalisation has lagged. However, improving bioprocessing
demand and recovering biopharma spending suggest the recovery
increasingly appears to be a question of timing, rather than trajectory.

o Industrials

Industrials continue to stand out as one of the clearest beneficiaries of the
global investment cycle, supported by sustained spending on infrastructure,

e JS BioTech
= JS Healthcare

Source: BlackRock and Bloomberg,
18 May 2026.

Figure 11:

us

and European industrials

sales growth

electrification, defence, reshoring, and Al-related capacity build-out across 40

the US and Europe. Q1 earnings reinforced the sector’s resilience: alongside 35

technology, industrials were among the most bullish sectors globally on

forward guidance despite broader macro uncertainty and ongoing 'c_g; 30

geopolitical disruption. Importantly, the divergence between investment-led €

and consumer-led sectors continues to widen, with industrials benefiting S

from structural capex tailwinds while consumer-facing sectors continue to o 25

see downgrades. This is especially relevant in the current environment, where %

investment is expected to contribute roughly as much as consumption to US 9 20

GDP growth going forward, representing a notable shift versus prior cycles. 20 g

By subsector, we continue to favour infrastructure, electrification, aerospace § 15

and defence, capital goods linked to Al build-out, and power-generation @ 10

exposure. The Al infrastructure cycle is becoming increasingly relevant for ©

industrials through grid investment, data-centre construction, cooling @

systems, factory automation, and power equipment demand. Hyperscaler 5

capex is currently running 70-80% above last year’s levels, supporting a

multi-year order backdrop for industrial supply chains tied to electrification 0

and digital infrastructure.?! In Europe, we continue to favour defence, Oq,'\' Oq,"l/ 0(1’0) Oq,\’ Oq’b
aerospace, and select infrastructure-linked industrials as fiscal spending and N Y A A 2

energy-security priorities remain supportive, despite weaker macro data
overall. Meanwhile, US industrials continue to benefit from stronger nominal
growth, resilient labour markets and policy support for domestic
manufacturing and infrastructure reshoring. Overall, industrials remain one
of the clearest beneficiaries of the ongoing investment super cycle, with
earnings momentum, order books and pricing power continuing to hold up
materially better than feared despite broader economic uncertainty.

18,19, 20, 21 Source: Bloomberg, as of 18 May 2026

== JS |Industrials

e EU Industrials

Source: Bloomberg, 20 May 2026.
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m Information technology

Information technology remains our highest-conviction global equity
allocation and a cornerstone of our quality growth preference. Our conviction
is underpinned by the sector’s exceptional earnings profile. That said,
technology has not been a uniform success story YTD. One of the defining
features of the market has been the significant rotation occurring within the
sector, with investors increasingly differentiating between companies
directly benefiting from the Al build-out and those facing a more uncertain
path to monetisation. As a result, the sector is experiencing one of its highest
levels of internal dispersion in recent years, with performance and earnings
expectations varying materially across sub-industries.

The divergence has been particularly evident within the Al value chain.
Semiconductors have remained the primary beneficiaries of the current
investment cycle, while hardware and infrastructure-related companies have
also performed strongly as the physical build-out required to support Al
adoption continues.?2 By contrast, software has been a relative laggard, as
investors increasingly question whether Al tools could erode long-term
pricing power, reduce barriers to entry and compress terminal values for
incumbent software-as-a-service (SaaS) business models. Consequently,
markets have become far more selective, rewarding companies with clear Al
monetisation opportunities while penalising those perceived to face greater
disruption risk.

Against this backdrop, we continue to favour semiconductors, hyperscalers
and select Al infrastructure beneficiaries, while maintaining a more active
and discerning approach within software.

l:l Materials

Our view on global materials is constructive, but remains selective. The
sector has benefited from a combination of cyclical support and emerging
structural demand. Leadership in value stocks YTD has been helped by
energy and materials, where higher energy prices and supply bottlenecks
have supported earnings momentum.23 In Europe, materials have also been
part of a broader earnings upside story, alongside financials and consumer
discretionary, even as recent EMEA-listed materials flows softened in March
after very strong inflows in January and February.?4

From a valuation perspective, the MSCI World Materials sector has moved
through a sharp post-pandemic reset. The sector’s P/E multiple spiked in
late 2020, fell materially through 2022 as profitability surged, and has since
recovered steadily to around 22x by Q1 2026. Profitability remains below the
post-pandemic peak, but the recent uptickin Q1 2026 suggests early signs
of improvement.2>

The longer-term opportunity is most compelling in segments tied to
commodity equities, critical minerals, mining and infrastructure demand.
Our Fundamental Equities Natural Resources team highlight that
aluminium supply has been particularly affected, with approximately 9% of
global supply coming from the Middle East. Al and data-centre expansion
are also increasingly important demand drivers: data centres are highly
energy- and materials-intensive, requiring copper, silicon, lithium,
aluminium, steel, concrete and iron ore across power, cooling, storage, and
construction systems. As Al-related capacity grows, materials linked to
electrification, grid build-out, data-centre construction, and power
infrastructure could see more durable demand. Overall, our view is that the
global materials sector warrants selective exposure, with the strongest
structural case in copper, aluminium, steel, critical minerals and mining
companies positioned to benefit from Al, power and infrastructure
investment.

Figure 12:
Trailing profit margins for MSCI World
Tech and MSCI World, 2015-2025 YTD
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Source: Bloomberg, 20 May 2026.

Figure 13:
Flows into global sector ETPs, Jan 2026-
June 2026

m Utilities
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Source: BlackRock, with data from
Bloomberg, 1 June 2026.

22 Source: Bloomberg, as of 18 May 2026. 23 Source: Bloomberg, as of 13 May 2026. 24,25 Source: Bloomberg, as of

31 March.
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ﬁ Real estate

Shares in global REITs broadly rallied in April with the pause in active
hostilities, recovering much of their March losses. Overall, global real estate
earnings point to industrial/logistics and high-quality assets as winners,
while consumer-exposed segments remain under pressure. However, higher
interest rates represent a risk to the sector globally by complicating
refinancing, introducing FX and interest rate volatility, and weighing on
leasing demand.

US real estate Q1 earnings reflect a clear K-shaped consumer, with weakness
concentrated in lower-income segments and resilience at the high end.26 This
has translated into pressure on lower-tier retail, discretionary-driven formats
and some segments of hospitality. Meanwhile, premium assets and higher-
end demand remain more stable. Improving industrial activity is supporting
logistics and industrial real estate, which stands out as a relative
outperformer.

European real estate is less about consumer weakness and more about
interest rates and valuations, with cheaper starting valuations supporting a
broader recovery across sectors. Asia is driven more by policy and macro
factors, with uneven residential markets, especially China, but better
momentum in structural growth areas such as logistics and data centres.

W utilities

We see the global utility sector as a primary beneficiary of the

powerful structural earnings tailwind from Al and data centre expansion. Data
centre electricity demand is expected to quadruple over the next decade, 27
creating a sustained growth runway for utilities involved in capacity build-out.
Utilities are a good example of high asset, low obsolescence (HALO)
investments, with a protective moat around their profits that is not threatened
by Al-driven disruption. This framework positions utilities not just as defensive
holdings but as attractively valued assets with durable earnings powerin a
market environment where investors are increasingly rotating toward value-
oriented strategies, following years of mega-cap growth dominance.

The principal factors we identify as shaping both the earnings trajectory and
valuation outlook for global utilities centre on the evolving Al infrastructure
cycle, geopolitical energy security and the transition from a delivery’ phase to
a ‘capacity’ phase of power investment. Hyperscaler earnings have revealed a
growing constraint in power availability, signalling that the investment
opportunity is shifting toward traditional power infrastructure. The
opportunity set includes regulated utilities building out capacity (e.g., NextEra
Energy), independent power producers supplying incremental load (e.g.,
Vistra), and transmission, distribution, and storage companies enabling grid
expansion (e.g., Quanta Services).?®

Meanwhile, geopolitical fragmentation is reinforcing energy security as a
structural investment theme, with oil price volatility acting as a key macro
transmission channel that affects both consumer demand and corporate
margins. Near-term risks include potential overbuild/underbuild cycles and
project delays, which could create equity volatility. Still, the long-term thesis
for power and utility infrastructure remains intact, supported by broadening
earnings growth beyond mega-cap technology and a valuation backdrop that
has become markedly more compelling after the early-2026 market
correction.?®

26, 27,28, 29 Source: Bloomberg, as of 30 April.

Figure 14:
MSCI Europe and S&P 500 price-to-
book ratios, 2022 - May 2026
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Figure 15:
IEA total electricity consumption
projections, as of June 2025
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FOR INSTITUTIONAL, PROFESSIONAL, WHOLESALE, ACCREDITED, AND QUALIFIED INVESTORS/CLIENTS, AND
PROFESSIONAL INTERMEDIARIES ONLY.

For investors in Italy:

This document is marketing material: Before investing please read the Prospectus and the PRIIPs KID available on
www.ishares.com/it, which contain a summary of investors’ rights.

Risk warnings

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed.
Investors 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 and depend on personal
individual circumstances.

General Disclosure: This material is intended for information purposes only, and does not constitute investment advice,
arecommendation or an offer or solicitation to purchase or sell any securities to any person in any jurisdiction in which
an offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. References to
specific company names, asset classes and financial markets are for illustrative purposes only and should not be
construed as investment advice or investment recommendations. This material may contain estimates and forward-
looking statements, which may include forecasts and do not represent a guarantee of future performance. This
information is not intended to be complete or exhaustive. No representations or warranties, either express or implied, are
made regarding the accuracy or completeness of the information contained herein. The opinions expressed are as of
January 2026 and are subject to change without notice. Reliance upon information in this material is at the sole
discretion of the reader. Investing involves risks.

Regulatory Information

In EMEA, this material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or
MiFID Rules) only and should not be relied upon by any other persons.

This document is marketing material.

In the UK and Non-European Economic Area (EEA) countries: this is Issued by BlackRock Investment Management
(UK) Limited, authorised and regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue,
London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in England and Wales No. 02020394. For your protection
telephone calls are usually recorded. Please refer to the Financial Conduct Authority website for a list of authorised
activities conducted by BlackRock.

In the European Economic Area (EEA): this is Issued by BlackRock (Netherlands) B.V. is authorised and regulated by
the Netherlands Authority for the Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 31-20-
549-5200. Trade Register No. 17068311 For your protection telephone calls are usually recorded.

For qualified investors in Switzerland: This document shall be exclusively made available to, and directed at, qualified
investors as defined in Article 10 (3) of the CISA of 23 June 2006, as amended, at the exclusion of qualified investors
with an opting-out pursuant to Art. 5 (1) of the Swiss Federal Act on Financial Services ("FinSA"). For information on art.
8 / 9 Financial Services Act (FinSA) and on your client segmentation under art. 4 FinSA, please see the following website:
wwwb .blackrock.com/finsa.

For investors in Italy: This document is marketing material: Before investing please read the Prospectus and the PRIIPS
available on www.blackrock.com/it, which contain a summary of investors’ rights. For information on investor rights and
how to raise complaints please go to https://www.blackrock.com/corporate/compliance/investor-right available in
Italian.

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”), nor does it
carry insurance thereunder.

In South Africa, please be advised that BlackRock Investment Management (UK) Limited is an authorized financial
services provider with the South African Financial Services Board, FSP No. 43288.

In the Abu Dhabi Global Market (ADGM), the information contained in this document is intended strictly for
Professional Clients. Issued by BlackRock Advisors (UK) Limited - ADGM Branch is a Branch of a Foreign Company
registered with the Abu Dhabi Global Market Registration Authority (Registered number 21523), with its office at Floor
25, Al Sila Tower, Abu Dhabi Global Market Square, Al Maryah Island, Abu Dhabi, UAE, and is regulated by the ADGM
Financial Services Regulatory Authority (“FSRA”) to engage in the regulated activities of ‘Arranging Deals in
Investments’; ‘Advising on Investments or Credit’ ‘Managing Assets’; and ‘Managing in a Collective Investment Fund’
(FRSA Reference 240099).

10 Precision insights: Sectors

GPS0626-5555151-EX P0527-10/12



FOR INSTITUTIONAL, PROFESSIONAL, WHOLESALE, ACCREDITED, AND QUALIFIED INVESTORS/CLIENTS, AND
PROFESSIONAL INTERMEDIARIES ONLY.

In the DIFC, this material 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). This
material is only directed at 'Professional Clients’ and no other person should rely upon the information contained within
it. Blackrock Advisors (UK) Limited - Dubai Branch is a DIFC Foreign Recognised Company registered with the DIFC
Registrar of Companies (DIFC Registered Number 546), with its office at Unit L15 - O1A, ICD Brookfield Place, Dubai
International Financial Centre, PO Box 506661, Dubai, UAE, and is regulated by the DFSA to engage in the regulated
activities of ‘Advising on Financial Products’ and ‘Arranging Deals in Investments’ in or from the DIFC, both of which are
limited to units in a collective investment fund (DFSA Reference Number FOOO738).

In the Kingdom of Saudi Arabia, issued by BlackRock Saudi Arabia, authorised and regulated by the Capital Market
Authority (License Number 18- 192-30). Registered office: 7976 Salim Ibn Abi Bakr Shaikan St, 2223 West Umm Al
Hamam District Riyadh, 12329 Riyadh, Kingdom of Saudi Arabia, Tel: +966 11 838 3600. CR No, 1010479419. For your
protection telephone calls are usually recorded. Please refer to the Capital Market Authority website for a list of
authorised activities conducted by BlackRock Saudi Arabia. You may only reproduce, circulate and use this document
(or any part of it) with the consent of BlackRock.

In the United Arab Emirates, this material is only intended for Professional Investors. Neither the DFSA or any other
authority or regulator located in the GCC or MENA region has approved this information.

In the State of Kuwait, those who meet the description of a Professional Client as defined under the Kuwait Capital
Markets Law and its Executive Bylaws.

In the Sultanate of Oman, to sophisticated institutions who have experience in investing in local and international
securities, are financially solvent and have knowledge of the risks associated with investing in securities.

In Qatar, for distribution with pre-selected institutional investors or high net worth investors.

In the Kingdom of Bahrain, to Central Bank of Bahrain (CBB) Category 1 or Category 2 licensed investment firms, CBB
licensed banks or those who would meet the description of an Expert Investor or Accredited Investors as defined in the
CBB Rulebook.

In Albania, Angola, Armenia, Azerbaijan, Botswana, Bulgaria, Egypt, Georgia, Ghana, Jordan, Kazakhstan, Kenya,
Kosovo, Lebanon, Mauritius, Morocco, Mozambique, Namibia, Nigeria, North Macedonia, Pakistan, Rwanda,
Serbia, Tanzania, Turkey, Uganda, Uzbekistan, Zambia and Zimbabwe this information contained in this document
is intended strictly for Central Banks and Sovereign Investors only.

In Latin America and the Caribbean, no securities regulator within Latin America or the Caribbean has confirmed the
accuracy of any information contained herein. 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.

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
accredited/institutional investors as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore.
This advertisement or publication has not been reviewed by the Monetary Authority of Singapore.

In South Korea, this information is issued by BlackRock Investment (Korea) Limited for distribution to the Qualified
Professional Investors only (as defined in the Financial Investment Services and Capital Market Act and its sub-
regulations).

In Taiwan, Independently operated by BlackRock Investment Management (Taiwan) Limited. Address: 28F., No. 100,
Songren Rd., Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600.

In Australia and New Zealand, issued 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 as defined under the Australian Corporations Act 2001 (Cth) and the New Zealand Financial Advisers
Act 2008 respectively.

BIMAL is not licensed by a New Zealand regulator to provide ‘Financial Advice Service’ ‘Investment manager under an
FMC offer’ or ‘Keeping, investing, administering, or managing money, securities, or investment portfolios on behalf of
other persons’. BIMAL'’s registration on the New Zealand register of financial service providers does not mean that
BIMAL is subject to active regulation or oversight by a New Zealand regulator.
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In China, This material may not be distributed to individuals resident in the People's Republic of China ("PRC", for such
purposes, not applicable to Hong Kong, Macau and Taiwan) or entities registered in the PRC unless such parties have
received all the required PRC government approvals to participate in any investment or receive any investment advisory
or investment management services.

In Japan, this is issued by BlackRock Japan. Co., Ltd. (Financial Instruments Business Operator: The Kanto Regional
Financial Bureau. License No375, Association Memberships: Japan Investment Advisers Association, The Investment
Trusts Association, Japan, Japan Securities Dealers Association, Type Il Financial Instruments Firms Association) for
Institutional Investors only. All strategies or products BLK Japan offer through the discretionary investment contracts or
through investment trust funds do not guarantee the principal amount invested. The risks and costs of each strategy or
product we offer cannot be indicated here because the financial instruments in which they are invested vary each
strategy or product.

For Other Countries in APAC: This material is issued for Institutional Investors only (or
professional/sophisticated/qualified investors as such term may apply in local jurisdictions).

THIS MATERIAL IS NOT TO BE REPRODUCED OR DISTRIBUTED TO PERSONS OTHER THAN THE RECIPIENT.

©2026 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK is a trademark of BlackRock, Inc. or its
affiliates. All other trademarks are those of their respective owners.

Want to know more?

@ iShares.com @ GPSEMEAInvestmentStrategy@blackrock.com

iShares.

by BlackRock
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