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A historically challenging market regime 
Both stocks and bonds are down year - to -ÊÇÚË ÇÙ ÖÕÒÏÉß ÉÕÔÌÛÙÏÕÔ ÇÔÊ 3ÛÙÙÏÇźÙ ÏÔÜÇÙÏÕÔ ØÕÏÒ ÓÇØÑËÚÙŮ 
We still see stocks up and bonds down for a second straight year ƙa first since data started in 1977. 

Global equities vs. global bonds, annual returns, 1977 - 2022

Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is not possible to invest directly in an index.
Sources: BlackRock Investment Institute with data from Refinitiv Datastreamand Bloomberg,  May 2022. Notes: The chart shows annual returns for global equities and bonds in U.S. dollar 
terms from 1977-2021. Index proxies are the MSCI All-Country World index for equities (MSCI World before 1988) and Bloomberg Global Aggregate index for bonds (U.S. Aggregate 
before 1991).
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Hawkish central banks 
and equity swoon

3

8ÇØů ËÔËØÍß ÙÎÕÉÑ ÇÔÊ ÚÎË 'ËÊźÙ ÖÏÜÕÚ ƙin a single quarter
5ÎË ÚØÇÍÏÉ ÝÇØ ÏÔ 6ÑØÇÏÔËů Ç ÍÒÕÈÇÒ ËÔËØÍß ÙÎÕÉÑ ÇÔÊ ÚÎË 'ËÊźÙ ÙÛØÖØÏÙÏÔÍÒß ÎÇÝÑÏÙÎ ÖÏÜÕÚ ƙall in the 
space of a few months ƙhave sparked reassessments of macro scenarios among market participants.

Global equities and bond total returns, 2022

Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is not possible to invest directly in an index.
Sources: BlackRock Investment Institute with data from Refinitiv Datastream and Bloomberg, May 2022. Notes: The chart shows year-to-date to returns for the MSCI ACWI index and 
Bloomberg Global Aggregate index for bonds since the start of the year. 
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Macro landscape

Sources: BlackRock Investment Institute, March 2022. Notes: The schematic shows hypothetical macro and policy outcomes. Theseare our views on the implications for equities and government bonds as of May 

2022. For illustrative purposes only. This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future results. This 

information should not be relied upon by the reader as research or investment advice regarding any funds, strategy or security in particular.

Global bonds

Productivity boom
Sustained capital investment boosts 

potential growth, keeping the macro 

environment disinflationary. The 

Fed is patient and keeps policy 

loose, with rates below neutral. The 

yield curve  steepens, real yields stay 

low, and risk assets do well.

Slamming the brakes
Higher energy and commodity prices slow growth, particularly in Europe. Central banks revert to 

old policy responses to higher, supply -driven inflation. This hits activity, slows growth further and 

sparks a surge in long -term yields. Result: recession with high inflation. The yield move hits stocks 

hard.
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Stagnation 
Growth slumps. Inflation pressures 

abate as central banks cannot revive 

growth and inflation. The yield curve 

flattens, and equities fall.

Runaway inflation
Inflation expectations become unanchored amid the energy shock and geopolitical tensions. A 

messy transition to net zero could exacerbate this. 1970s -style stagflation is back. Yields surge 

across the curve and risk assets sell off.

Classic risk - off
Asset bubbles form and burst. Long -

term yields fall sharply amid a flight 

to perceived safety and the term 

premium turns negative again. Risk 

assets suffer.

Macro landscape
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nOur base case nMarket worry n Key risk

Living with inflation
Higher inflation meets with a muted central bank response, keeping real rates historically low. 

Stocks can thrive, but bonds still suffer as the yield curve modestly steepens.

Safety premium questioned 
The perceived safety of government bonds is questioned amid rising debt levels. Investors demand 

larger compensation for the risk of holding long -term bonds. The yield curve steepens sharply. Yet 

this is a relative asset shift: equities can still do well.
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Futures prices of European coal and natural gas, and Brent crude oil, 2017 - 2024

Western nations have quickly prioritized energy security
3ÛÙÙÏÇźÙ ÏÔÜÇÙÏÕÔ ÕÌ 6ÑØÇÏÔË ÎÇÙ ÙÚÕÑËÊ Ç ÊØÏÜË ÌÕØ ËÔËØÍß ÙËÉÛØÏÚß ÇÓÕÔÍ 8ËÙÚËØÔ ÔÇÚÏÕÔÙ ÇÔÊ Ç 
further surge in energy prices, particularly in Europe where prices had already soared on tight supply.

Past performance is not a reliable indicator of current or future results. Sources: BlackRock Investment Institute, with data from Refinitiv, May 2022. Notes: The chart shows natural gas, coal 
and crude oil prices rebased to 100 at the start of 2017. We use the European Energy Derivatives Exchange natural gas futures, ICE Rotterdam coal futures and Brent crude oil futures to 
represent natural gas, coal and oil respectively. The dots show futures prices for contracts that expire in  December 2023 and December 2024. 
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U.S. crude oil price driver breakdown, 2021 - 22

Energy supply shock on top of restart - driven inflation
5ÎÏÙ ßËÇØźÙ ËÔËØÍß ÙÛÖÖÒß ÙÎÕÉÑ ÈÛÏÒÊÙ ÕÔ ÚÎË ØËÙÚÇØÚ ÊØÏÜËÔ ÐÛÓÖ ÏÔ ËÔËØÍß ÖØÏÉËÙ ÏÔ ǀƾǀƿŮ )ÏÍÎËØ 
energy costs ƙthe main macro transmission channel from the Ukraine conflict ƙare stagflationary. 

Sources: BlackRock Investment Institute and Federal Reserve Bank of New York, with data 
from Haver Analytics, March 2022. Note: the chart shows the breakdown of changes in oil 
prices since March 2021 into different drivers ƙdemand, supply, and other factors ƙ
resulting from a model of oil prices developed by the NY Federal Reserve.

Brent crude oil prices vs. past shocks 

Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, March 2022. 
Note: The chart shows the evolution of Brent oil prices over historical episodes of shocks to 
ËÔËØÍßů ÇÙ ÊËÌÏÔËÊ Èß )ÇÓÏÒÚÕÔ Ƣǀƾƿƿƣů Ź)ÏÙÚÕØÏÉÇÒ ÕÏÒ ÙÎÕÉÑÙźů /#&3Ů %ÇÚÇ ÇØË ÓÕÔÚÎÒß ÇÔÊ 
assume that the latest daily price is projected forward for the remainder of the month to 
calculate the current monthly average. 
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Energy shock a much bigger deal for Europe
The hit to euro area growth, with its heavy reliance on Russian gas, could be large on top of higher 
inflation. The current energy burden in Europe is more than twice that of the U.S., risking stagflation.

Energy burden as share of GDP, 1970 - 2022

Sources: BlackRock Investment Institute and BP Statistical Review of World Energy 2021, with data from Haver Analytics, May 2022. Notes: The chart shows the cost of oil, gas and coal 
consumption in the European Union and U.S. as a share of GDP. We use regional energy prices and divide by GDP in U.S. dollars. DÇÚÇ ÌÕØ ǀƾǀǀ ÇØË ÈÇÙËÊ ÕÔ *.'źÙ ÒÇÚËÙÚ (%1 ÌÕØËÉÇÙÚÙ ÇÔÊ 
the year-to-date average of daily commodities prices
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U.S. supply chain constraints, 1948 - 2022

Supply disruptions already elevated before war
Highly unusual supply shocks drove inflation higher due to the changing mix of consumer spending 
between goods and services, creating historically high bottlenecks and constraints.

Sources: BlackRock Investment Institute, and Institute for Supply Management, with data 
from Haver Analytics, May 2022. Note: The index of manufacturing supply chain 
constraints is based on ISM survey indicators: supplier delivery times, backlog of orders, 
prices paid and inventories. 
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Sources: BlackRock Investment Institute, and U.S. Bureau of LaborStatistics, with data 
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Average U.S. PCE inflation, 1980 - 2022

A key risk: inflation expectations become de - anchored
The big risk we see: higher near - term inflation becomes embedded in expectations, forcing central 
banks to slam the policy brakes with sharply higher rates, crushing demand to reset expectations.

Sources: BlackRock Investment Institute, U.S. Bureau of Economic Analysis, Bloomberg, Federal Reserve Board, with data from Haver Analytics, March 2022. Notes: The chart shows the 3-year 
average annualized inflation rates for headline U.S. PCE inflation (orange) and core PCE inflation (yellow). Future values are derived from Bloomberg consensus forecasts up to 2022Q3, and 
thereafter from Federal Reserve projections published in the March 2022 FOMC Summary of Economic Projections. Forward-looking estimates may not come to pass.
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Markets starting to price in a more aggressive Fed
The Fed struck a surprisingly hawkish tone in kicking off its hiking cycle. We see a higher risk of the 
Fed slamming the brakes on the economy as it may have talked itself into a corner.

U.S. policy rate pricing current vs. year ago, 2004 - 2025

Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is not possible to invest directly in an index.
Sources: BlackRock Investment Institute, with data from Haver Analytics and Refinitiv Datastream, May 2022. Notes: The left chart shows historical fed funds rate, current and year-ago 
ÓÇØÑËÚ ÖØÏÉÏÔÍ ÏÔ ÌÕØÝÇØÊ ÕÜËØÔÏÍÎÚ ÏÔÊËÞ ÙÝÇÖÙ ÇÔÊ ÚÎË 'ËÊźÙ .ÇØÉÎ ǀƾǀǀ ÖØÕÐËÉÚÏÕÔ ÈÇÙËÊ ÕÔ ÚÎË ÓËÊÏÇÔ ÊÕÚ ÕÌ ÖÕÒÏÉßÓÇÑËØ ÖØojections for the end of each year. The final green dot 
ØËÖØËÙËÔÚÙ ÚÎË 'ËÊźÙ ÒÕÔÍ-term policy rate expectation. 
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Growth shock to shape ECB policy normalization
Growth shock to the euro area implies the ECB has less to do to get to neutral policy. The ECB has 
emphasized flexibility on kicking off hikes, and we think market pricing this year is too aggressive. 

Euro area policy rate pricing current vs. year ago, 2004 - 2025

Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is not possible to invest directly in an index.
Sources: BlackRock Investment Institute, with data from Haver Analytics and Refinitiv Datastreamů .Çß ǀƾǀǀŮ /ÕÚËÙŰ 5ÎË ÉÎÇØÚ ÙÎÕÝÙ ÚÎË &ÛØÕÖËÇÔ $ËÔÚØÇÒ #ÇÔÑźÙ ÉÛØØËÔÚ ÊËÖÕÙÏÚ ØÇÚË 
against the latest market pricing vs. a year ago. 
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U.S. unemployment and inflation, 1995 - 2021

We see central banks living with inflation
Raising policy rates to restrictive levels to curb inflation would destroy demand and boost 
unemployment. We believe central banks will ultimately live with inflation, keeping real yields low.

Forward looking estimates may not come to pass. Sources: BlackRock Investment Institute, U.S. Bureau of Economic Analysis, Eurostat, Reuters News with data from Haver Analytics, May 2022. 
Notes: The left chart shows the U.S. unemployment rate (horizontal axis) compared with the U.S. annual core inflation rate (measured by theyear on year percentage change) for different 
periods (vertical axis). The green dots show the period January 1995 -December 2018, and the orange dots show May 2021 to  present. All data are at monthly frequency. The right chart 
shows the U.S. 10-yearTreasury yield broken down as nominal yield, inflation breakeven and real yield.
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U.S. GDP and projection, 2018 - 2023

Restart dynamics still fundamental driver of growth
The strong restart momentum going into the Ukraine crisis should help cushion the stagflationary 
impact of supply shocks ƙparticularly in energy prices.

Forward looking estimates may not come to pass. Sources: BlackRock Investment Institute, U.S. Bureau of Economic Analysis, Eurostat, Bloomberg with data from Haver Analytics, March 2022. 
Notes: The charts show actual GDP and consensus projections (as of 23 March 2022) for the U.S. and Euro area in orange. The grayshaded area denotes the consensus forecast period. The 
dashed lines show projections of trend growth starting in Q4 2019 to illustrate what GDP might have been had it grown at pre-Covid trend from 2020 onwards. The trend growth assumptions 
reflect the likely growth of potential output in the run-up to the Covid-19 shock. The scale is expressed as the log-level of GDP.

Euro area GDP and projection, 2018 - 2023
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Latest directional views

Credit

We are underweight credit on a strategic basis against a backdrop of rising interest rates. 
We prefer to take risk in equities instead. Tactically, we had upgraded credit to neutral as the 

dramatic selloff this year restored value in areas such as investment grade. We overweight 
local -currency EM debt on attractive valuations and potential income. A large risk premium 

compensates investors for inflation risk, in our view.

Tactical viewStrategic view

Govt
bonds

We are strategically underweight nominal government bonds, with a preference for shorter -
dated maturities over long -dated bonds. We see yields broadly climbing higher. We stay firmly 

underweight the long -end as we see investors demanding higher compensation for holding 
government bonds amid rising inflation and debt levels. We prefer inflation - linked bonds 

instead. Tactically, we also underweight government bonds as we see the direction of travel for 
long - term yields as higher ƙeven as yields have surged in 2022 ƙas term premium rises. We 

prefer inflation - linked bonds as portfolio diversifiers in the higher inflation regime.

Snapshot of our views ƙMay 2022

Equities

We stay overweight equities in our strategic views, yet are trimming our overall tilt as the 
relative appeal versus bonds has diminished. Incorporating climate change in our expected 

returns brightens the appeal of developed market equities given the large weights of sectors 
such as tech and healthcare in benchmark indices. Tactically, we downgrade DM equities to 

neutral due to a higher risk of central banks overtightening policy and a deteriorating global 
growth backdrop.

Tactical granular views - highlights

U.S. Treasuries

DM equities Neutral
Å We cut DM equities to neutral on a risk of the Fed talking itself into overtightening 

policy and China adding to a weaker global outlook .

Å We stay underweight U.S. Treasuries even after the historically weak start to the year 
for the asset class as we see yields climbing further from here. Underweight

+2

-1

-1 -1

Neutral

Neutral
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Market pricing of the fed funds rate, Dec. 2021 vs. current

A steeper rate path ahead
The Fed appears to be constraining itself to the hawkish side of policy options. As long as markets 
believe the Fed's hawkish rhetoric on fighting inflation, we don't think it's time to buy the dip.

Sources: BlackRock Investment Institute, with data from Bloomberg, May 2022. Notes: The chart shows expectations for the pathofU.S. short-term interest rates based on futures market 
ÖØÏÉËÙ ÉÕÓÖÇØËÊ ÚÕ ÚÎË ÓÇØÑËÚźÙ %ËÉËÓÈËØ ËÞÖËÉÚÇÚÏÕÔÙ ÕÌ ÚÎË ØÇÚË ÖÇÚÎŮ
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China slowdown to ripple across globe
$ÎÏÔÇźÙ ÙÒÕÝÊÕÝÔ ÏÙ ÙÚÇØÚÏÔÍ ÚÕ ØÏÜÇÒ ÏÚÙ ǀƾǀƾ ÙÎÕÉÑ ÇÔÊ ÇÒØËÇÊß ÙÛØÖÇÙÙËÙ ÚÎË ÕÔË ÌØÕÓ ÚÎË ÍÒÕÈÇÒ 
financial crisis. This will reduce growth in major economies and nudge up DM inflation, in our view. 

Sources: BlackRock Investment Institute, S&P Global and Caixin, with data from Refinitiv Datastream, May 2022. Notes: The chart shows composite (manufacturing and services) 
1ÛØÉÎÇÙÏÔÍ .ÇÔÇÍËØÙź ÏÔÊËÞËÙ Ƣ1.*ƣŮ "Ô ÏÔÊËÞ ÒËÜËÒ ÇÈÕÜË ǃƾ ÏÔÊÏÉÇÚËÙ ÇÔ ÏÓÖØÕÜËÓËÔÚ ÏÔ ËÉÕÔÕÓÏÉ ÇÉÚÏÜÏÚßů ÝÎÏÒË ÇÔ ÏÔÊËÞ ÒËÜel below 50 indicates a decline. S&P PMIs are used for U.S. 
and Euro area, Caixin for China.
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We see the outlook for corporate earnings worsening
We believe current consensus earnings across major equity markets may be too optimistic given our 
ÜÏËÝ ÕÌ Ç ÊËÚËØÏÕØÇÚÏÔÍ ÍÒÕÈÇÒ ÍØÕÝÚÎ ÈÇÉÑÊØÕÖ ÏÔ ÒÏÍÎÚ ÕÌ ÚÎË ËÔËØÍß ÙÎÕÉÑ ÇÔÊ $ÎÏÔÇźÙ ÒÕÉÑÊÕÝÔÙŮ 

Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, May 2022. Notes: The chart shows forward 12-month earnings growth estimates for the MSCI USA, MSCI 
EMU, MSCI Japan and MSCI Emerging Markets indices based on Refinitiv I/B/E/S data. 

TACTICAL VIEW
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Underweight DM government bonds even after steep selloff
We see yields rising further as investors question long -ÚËØÓ ÍÕÜËØÔÓËÔÚ ÈÕÔÊÙź ÖËØÉËÏÜËÊ ÙÇÌËÚß ƙ
driving up the term premium. The asset class has also proven to be an ineffective portfolio diversifier.

U.S. term premium breakdown, 2020 - 2022

Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is not possible to invest directly in an index.
Sources: BlackRock Investment Institute, with data from Refinitiv Datastreamand Bloomberg, May 2022. Notes: The left chart shows the U.S. 10-year government bond yield along with 
New York Federal Reserve estimates of two components of that yield: the average expected interest rate (risk neutral yield) and the term premium ƙthe compensation investors typically 
demand to hold riskier long-term government bond. The chart on the right shows average daily return on the benchmark 10-year U.S. Treasury on days when the MSCI World equity index 
fell between 2000-2007(orange bars), 2008-2020 (yellow bars) and in 2021-2022(green bars) .

U.S. Treasury returns on equity dips, 2000 - 2022

Average 10 -year U.S. Treasury returns on 
days when the MSCI World index falls

TACTICAL VIEW
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We prefer equities over credit, government bonds
The sharp repricing of interest rate expectations has hit risk assets. We still prefer equities over bonds 
but see the relative gap between them narrowing.

19

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise -or even estimate -of future performance. Source: BlackRock 
Investment Institute, May 2022. Data as of 11 April 2022. Note: The chart shows our asset views on a 10-year view from an unconstrained U.S. dollar perspective against a long-term 
equilibrium allocation. Global government bonds and EM equity allocations comprise respective China assets. Income private markets comprise infrastructure debt, direct lending, real 
estate mezzanine debt and US core real estate. Growth private markets comprise global private equity buyouts and infrastructure equity. The allocation shown is hypothetical and does not 
represent a real portfolio. It is intended for information purposes only and does not constitute investment advice. Index proxies: Bloomberg Barclays US Government Inflation-Linked Bond 
Index, MSCI World US$, Bloomberg Barclays China Treasury + Policy Bank Total Return Index, MSCI EM, Bloomberg Barclays U.S. Credit index, JP Morgan EMBI Global Diversified Index, 
Bloomberg Barclays Global Credit Index, Bloomberg Barclays Global Aggregate Treasury index. We use BlackRock proxies for privatemarket assets. The hypothetical portfolio may differ 
from those in other jurisdictions, is intended for information purposes only and does not constitute investment advice.

Hypothetical U.S. dollar 10 - year strategic views vs equilibrium, May 2022 

DM governments

Global IG credit

DM high yield and EM debt

Growth private markets

Income private markets

Emerging market equity

Chinese government bonds

Developed market equity

Inflation-linked bonds

Underweight Neutral Overweight

g April 2022 n January 2022
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We still expect steeper yield curves driven by term premium
Markets have swiftly repriced a steeper near - term path of front -end interest rates in the U.S. Yet we 
see markets underappreciating higher term premium in bond markets in the long -run.

U.S yield curves, spot vs. estimates, May 2022

Past performance is no guarantee of future results.  Forward looking estimates may not come to pass. Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, May 2022. 
Notes:The chart shows the current spot U.S. yield curve (pink), a market-implied projection of the yield curve five years from now based on overnight index swap pricing (yellow line) and our 
ËÙÚÏÓÇÚË ƢÕØÇÔÍË ÒÏÔËƣ ÕÌ ÝÎËØË 6Ů4Ů ßÏËÒÊÙ ÝÏÒÒ ÈË ÏÔ ÌÏÜË ßËÇØÙź ÚÏÓËŮ 
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Proximity to effective lower bounds still in play for bonds
Bond yields have risen from the lows of last year yet remain close enough to their effective lower 
bounds that nominal ÍÕÜËØÔÓËÔÚ ÈÕÔÊÙź role as portfolio ballast remains challenged.

U.S. seven - year Treasury yield, 1969 - 2022

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise -or even estimate -of future performance. Indexes are unmanaged and 

do not account for fees. It is not possible to invest directly in an index. Past performance is not a reliable indicator of future results. Source: BlackRock Investment Institute and Federal Reserve 

of St. Louis, with data from Refinitiv Datastream. May 2022.Notes: The chart shows the daily market yield data for seven-year constant maturity U.S. Treasury Securities from theFRED 

database. We use the seven-year constant maturity to reflect the current average duration of the Bloomberg all-maturity U.S. Government index but choose the FRED data to get a longer 

history of the data. Index data is only available from the mid-1980s. Forward looking estimate may not come to pass.
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Risk - adjusted returns vs. correlation with global ex - U.S. equities, February 2022

Forward looking estimates may not come to pass.  Indexes are unmanaged and do not account for fees. It is not possible to investdirectly in an index. Source: BlackRock Investment Institute, with data from Refinitiv 
Datastream, January 2022. Notes: The orange column on the chart shows our estimates of the risk-adjusted total returns ƙor expected returns after accounting for the asset ÉÒÇÙÙźhistorical volatility ƙfor the 
Bloomberg U.S. Treasury Inflation Protected Securities (TIPS), the Bloomberg China Treasury and Policy Bank total return index and the Bloomberg U.S. High yield index. The black dots indicate the correlation of each 
respective asset ÉÒÇÙÙźmonthly returns over a 20-year period with the MSCI World ex-U.S. index.

We stay overweight inflation - linked bonds
Our view of a shift to higher inflation than market pricing drives higher expected risk -adjusted returns 
for TIPS vs. other medium -risk assets, while having a lower correlation to equities. 
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FOR PUBLIC DISTRIBUTION IN THE U.S., HONG KONG, SINGAPORE AND AUSTRALIA. FOR INSTITUTIONAL, 

PROFESSIONAL, QUALIFIED INVESTORS AND QUALIFIED CLIENTS IN OTHERPERMITTED COUNTRIES

Total returns of global clean energy and traditional energy vs global equities, 2022

Net - zero transition set to accelerate globally
8Ë ÙËË ÚÎË 8ËÙÚźÙ ÊØÏÜË ÌÕØ ËÔËØÍß ÙËÉÛØÏÚß ÍÏÜÏÔÍ ÌÛØÚÎËØ ÏÓÖËÚÛÙ ÚÕ ÚÎË ÚØÇÔÙÏÚÏÕÔŮ :ËÚ ÙÕÓË ØËÍÏÕÔÙ 
will produce more fossil fuels in the near - term as global energy systems are rewired.

Past performance is no guarantee of future results.Sources: BlackRock Investment Institute, with data from Refinitiv Datastream, May 2022. Notes: The chart shows the total return index for 
the MSCI World Energy Index, MSCI World Equity Index and S&P Global Clean Energy Index rebased to 100 at the start of  January 2022.
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Climate repricing is happening but has a long way to go
The net-zero transition is now driving relative repricing. We see a return advantage over coming years 
ÌÕØ ŻÍØËËÔËØż ÙËÉÚÕØÙ ÙÛÉÎ ÇÙ ÚËÉÎ ÇÔÊ ÎËÇÒÚÎÉÇØË ÕÜËØ ŻÈØÕÝÔËØż ÙËÉÚÕØÙ ÙÛÉÎ ÇÙ ËÔËØÍß ÇÔÊ ÛÚÏÒÏÚÏËÙŮ 

Past performance is no guarantee of current or future results. Forward looking estimates may not come to pass. Sources: BlackRock Investment Institute, with data from the Centerfor Research 
on Security Prices, Feb. 1, 2022. Notes: To estimate climate-driven repricing, we attribute historic returns to two drivers: cashflow news and discount rate (DR) news. We then identify the DR 
news associated with climate change using carbon emission intensity (CEI) as a proxy. To isolate the DR component of returns,weapply the standard decomposition formula of Campbell 
(1991) using a standard factor model of expected returns (which embed well-known predictors such as value, momentum, and quality). Attribution to climate scores is then given by 
forecasting regressions of DR news on a measure of CEI. Sector returns are MSCI US Sector index-weighted averages of stock level returns. Green represents the technology sector, the most 
ŻÍØËËÔż ÏÔ ÕÛØ ÝÕØÑů ÝÎËØËÇÙ ÚÎË ÛÚÏÒÏÚÏËÙ ÙËÉÚÕØ ÏÙ ÚÎË ÓÕÙÚ ŻÈØÕÝÔż ÏÔ ÚÎË ØËÖØÏÉÏÔÍŮ 5ÎË ǀƾƿǄ-2019 bars represent the total repricing over this period; and the 2021-2025 expectation is the 
cumulative repricing we expect over that period. The estimate is highly uncertain and is based on factors including risk premia effects in other long-run transitions such as demographic trends, 
market pricing of green bonds, and investor survey data on how much return they would be willing to give up to for more sustainable assets. See Sustainability: the tectonic shift transforming 
investingof February 2020 for details.  

Relative returns of green vs. brown sectors, 2016 - 2025
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The transition will have a big relative impact across sectors
We believe avoiding climate -related damages will help drive growth and improve returns for risk 
assets broadly. We see climate - resilient sectors such as tech and healthcare as potential beneficiaries.

For illustrative purposes only. This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise -or even estimate -of future performance. 
Sources: BlackRock Investment Institute, with data from Refinitiv Datastream and Bloomberg, February 2021. Notes: The chart shows the difference in U.S. dollar expected returns over the next 
ÌÏÜË ßËÇØÙ ÌØÕÓ 'ËÈØÛÇØß ǀƾǀƿ ÌÕØ ÌÕÛØ ÙËÉÚÕØÙ ÕÌ ÚÎË .4$* 64" *ÔÊËÞ ÏÔ ÕÛØ ÈÇÙË ÉÇÙË ÕÌ Ç ŻÍØËËÔż ÚØÇÔÙÏÚÏÕÔ ƢÖÕÒÏÉÏËÙ ÇÔÊ Çctions taken to mitigate climate change and damages, and to limit 
temperature rises to no more than 2 degrees Celsius by 2100) vs. a no-climate-action scenario. The estimated sectoral impact is based on expected differences in economic growth, corporates 
earnings and asset valuations across the two scenarios. Professional investors can access full details in our Portfolio perspectivesand CMAs website.

Return assumption differentials in green transition vs. no - climate - action
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Living with inflation ƙCentral banks are facing a growth -inflation trade -off. Hiking interest rates too 

ÓÛÉÎ ØÏÙÑÙ ÚØÏÍÍËØÏÔÍ Ç ØËÉËÙÙÏÕÔů ÝÎÏÒË ÔÕÚ ÚÏÍÎÚËÔÏÔÍ ËÔÕÛÍÎ ØÏÙÑÙ ÉÇÛÙÏÔÍ ØÛÔÇÝÇß ÏÔÌÒÇÚÏÕÔŮ *ÚźÙ ÚÕÛÍÎ ÚÕ ÙËË Ç 
perfect outcome. 

Implication : We are neutral DM equities after having further trimmed risk.

Cutting through confusion ƙThe Russia-Ukraine conflict has aggravated inflation pressures and 

ÎÇÙ ÖÛÚ ÉËÔÚØÇÒ ÈÇÔÑÙ ÏÔ Ç ÈÏÔÊŮ 5ØßÏÔÍ ÚÕ ÉÕÔÚÇÏÔ ÏÔÌÒÇÚÏÕÔ ÝÏÒÒ ÈË ÓÕØË ÉÕÙÚÒß ÚÕ ÍØÕÝÚÎ ÇÔÊ ÐÕÈÙů ÇÔÊ ÚÎËß ÉÇÔźÚ 
cushion the growth shock. 8Ë ÙËË Ç ÝÕØÙËÔÏÔÍ ÓÇÉØÕ ÕÛÚÒÕÕÑ ÊÛË ÚÕ ÚÎË 'ËÊźÙ ÎÇÝÑÏÙÎ ÖÏÜÕÚů ÚÎË ÉÕÓÓÕÊÏÚÏËÙ 
ÖØÏÉË ÙÎÕÉÑ ÇÔÊ $ÎÏÔÇźÙ ÍØÕÝÚÎ ÙÒÕÝÊÕÝÔŮ 

Implication : We remain underweight U.S. Treasuries and overweight inflation -linked bonds.

Navigating net zero ƙClimate risk is investment risk, and the narrowing window for governments to 

reach net -zero goals means that investors need to start adapting their portfolios today. The net -zero journey is 
not just a 2050 story; it's a now story. 

Implication : We favor equity sectors better positioned for the green transition.

The opinions expressed are as of May 2022 and are subject to change at any time due to changes in market or economic conditio ns.
Strategic implications refer to long -term views, tactical implications refer to asset views on a 6 -12 month horizon.
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Latest directional views

Credit

We are underweight credit on a strategic basis against a backdrop of rising interest rates. 
We prefer to take risk in equities instead. Tactically, we had upgraded credit to neutral as the 

dramatic selloff this year restored value in areas such as investment grade. We overweight 
local -currency EM debt on attractive valuations and potential income. A large risk premium 

compensates investors for inflation risk, in our view.

Tactical viewStrategic view

Govt
bonds

We are strategically underweight nominal government bonds, with a preference for shorter -
dated maturities over long -dated bonds. We see yields broadly climbing higher. We stay firmly 

underweight the long -end as we see investors demanding higher compensation for holding 
government bonds amid rising inflation and debt levels. We prefer inflation - linked bonds 

instead. Tactically, we also underweight government bonds as we see the direction of travel for 
long - term yields as higher ƙeven as yields have surged in 2022. We prefer inflation - linked 

bonds as portfolio diversifiers in the higher inflation regime.

Snapshot of our views ƙMay 2022

Equities

We stay overweight equities in our strategic views, yet are trimming our overall tilt as the 
relative appeal versus bonds has diminished. Incorporating climate change in our expected 

returns brightens the appeal of developed market equities given the large weights of sectors 
such as tech and healthcare in benchmark indices. Tactically, we downgrade DM equities to 

neutral due to a higher risk of central banks overtightening policy and a deteriorating growth 
backdrop in China and Europe.

Tactical granular views - highlights

U.S. Treasuries

DM equities Neutral
Å We cut DM equities to neutral on a risk of the Fed talking itself into overtightening 

policy and China adding to a weaker global outlook .

Å We stay underweight U.S. Treasuries even after the historically weak start to the year 
for the asset class as we see yields climbing further from here. Underweight

+2

-1

-1 -1

Neutral

Neutral
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Tactical granular views: equities
Six to 12 -month tactical views on selected assets vs. broad global asset classes by level of conviction

Past performance is not a reliable indicator of current or future results. It is not possible to invest directly in an index.Note: Views are from a U.S. dollar perspective, May 2022. This 
material represents an assessment of the market environment at a specific time and is not intended to be a forecast or guaranteeof future results. This information should not be relied 
upon as investment advice regarding any particular fund, strategy or security. 
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Underweight Neutral Overweight nPrevious view

Region View Commentary

Developed markets
We downgrade DM stocks to neutral due to uncertainty over policy amid a worsening macro picture. Their appeal relative to 
bonds has also diminished. The risk has risen that central banks slam the policy brakes as they focus solely on inflation 
without fully acknowledging the high costs to growth and jobs.

United States
We cut U.S. equities to neutral. 5ÎË 'ËÊźÙ ÎÇÝÑÏÙÎ ÖÏÜÕÚ ÎÇÙ ØÇÏÙËÊ ÚÎË ØÏÙÑ ÚÎÇÚ ÓÇØÑËÚÙ ÙËË ØÇÚËÙ ÙÚÇßÏÔÍ ÏÔ ØËÙÚØÏÉÚÏÜË 
territory. The year-to -date selloff partly reflects this, yet we see no clear catalyst for a rebound.

Europe
We cut European equities to neutral as the fresh energy price shock in the aftermath of the tragic war in Ukraine puts the 
region at risk of stagflation.

UK We are neutral UK equities. We see the market as fairly valued.

Japan We cut Japan stocks to neutral as part of a broader push to take more caution across DM equities. 

China
We recently downgraded Chinese equities to neutral on a worsening macro outlook. $ÎÏÔÇźÙ ÚÏËÙ ÚÕ 3ÛÙÙÏÇ ÇÒÙÕ ÎÇÜË ÉØËÇÚËÊ Ç 
new geopolitical concern that requires more compensation for holding Chinese assets, we think.

Emerging markets We are neutral EM equities given challenged restart dynamics, high inflation pressures and tight policies. 

Asia ex-
Japan

We are neutral Asia ex -+ÇÖÇÔ Ë×ÛÏÚÏËÙŮ $ÎÏÔÇźÙ deteriorating macro outlook is a worry, and policymakers have yet to fully 
deliver on promises of easing. 

Neutral

Neutral

Neutral

Neutral

Neutral

Neutral

Neutral

Neutral
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Tactical granular views: fixed income
Six to 12 -month tactical views on selected assets vs. broad global asset classes by level of conviction

Past performance is not a reliable indicator of current or future results. It is not possible to invest directly in an index.Note: Views are from a U.S. dollar perspective, May 2022. This 
material represents an assessment of the market environment at a specific time and is not intended to be a forecast or guaranteeof future results. This information should not be relied 
upon as investment advice regarding any particular fund, strategy or security. 
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Underweight Neutral Overweight n Previous view

Asset View Commentary

U.S. Treasuries
We underweight U.S. Treasuries even as yields have surged this year. We see long -term yields move up further as 
investors demand a higher premium for holding governments bonds. We prefer short -maturity bonds instead. 

Treasury 
Inflation -Protected
Securities

We overweight U.S. TIPS as we see inflation as persistent and settling above pre -Covid levels. We prefer TIPS as 
diversifiers in the inflationary backdrop.

European government 
bonds

We are neutral European government bonds. Market pricing of euro area rate hikes is too hawkish, we think, 
ÍÏÜËÔ ÚÎË ËÔËØÍß ÙÎÕÉÑźÙ ÎÏÚ ÚÕ ÍØÕÝÚÎŮ  

UK Gilts
We are neutral UK Gilts. We see market expectations of rate hikes as overdone amid constrained supply and 
weakening growth. 

China government bonds
We are neutral Chinese government bonds. Policymakers have been slow to loosen policy to offset the slowdown, 
and yields fell below U.S. Treasuries.

Global investment grade
8Ë ÇØË ÔËÛÚØÇÒ ÏÔÜËÙÚÓËÔÚ ÍØÇÊË ÉØËÊÏÚ ÚÕ ÔËÛÚØÇÒ ÇÙ ÚÎÏÙ ßËÇØźÙ ÙËÒÒ-off has made valuations more attractive. 
Coupon income is the highest in about a decade.

Global high yield We are neutral high yield. We do not expect credit spreads to tighten but find the income potential attractive.

Emerging market ƙ
hard currency

We are neutral hard -currency EM debt. We expect it to gain support from higher commodities prices but remain 
vulnerable to rising U.S. yields. 

Emerging market ƙ
local currency

We are modestly overweight local -currency EM debt on attractive valuations and potential income. Higher yields 
already reflect EM monetary policy tightening, in our view, and offer compensation for interest rate risk. 

Asia fixed income
8Ë ÇØË ÔËÛÚØÇÒ "ÙÏÇ ÌÏÞËÊ ÏÔÉÕÓËŮ " ÝÕØÙËÔÏÔÍ ÓÇÉØÕ ÕÛÚÒÕÕÑ ÇÔÊ ÍËÕÖÕÒÏÚÏÉÇÒ ÉÕÔÉËØÔ ÇÈÕÛÚ $ÎÏÔÇźÙ 3ÛÙÙÏÇ ÚÏËÙ 
make Chinese assets riskier, in our view. Outside China, we like Asian sovereigns and credit for income.

Neutral

Neutral

Neutral

+1

-1

+1

Neutral

Neutral

Neutral

Neutral
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BlackRock Investment Institute
The BlackRock Investment Institute Ƣ#**ƣ ÒËÜËØÇÍËÙ ÚÎË ÌÏØÓźÙ ËÞÖËØÚÏÙË ÇÔÊ ÍËÔËØÇÚËÙ ÖØÕÖØÏËÚÇØß ØËÙËÇØÉÎ ÚÕ ÖØÕÜÏÊË ÏÔÙÏÍÎÚÙ ÕÔ ÚÎË ÍÒÕÈÇÒ ËÉÕÔÕÓßů 
markets, geopolitics and long - term asset allocation ƙall to help our clients and portfolio managers navigate financial markets. BII offers strategic and 

tactical market views, publications and digital tools that are underpinned by proprietary research. 

General disclosure: This material is intended for information purposes only, and does not constitute investment advice, a recommendation or an offeror 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. The opinions expressed are as of May 2022and are subject to change without notice. Reliance upon information in this material is at the sole 

discretion of the reader. Investing involves risks.
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BlackRock Investment Institute
IntheU.S., thismaterialisintendedforInstitutionaluseonly,notforpublicdistribution.InCanada,thismaterialisintendedforinstitutionalinvestorsonly.InEMEA,until31December2020, issuedbyBlackRockInvestmentManagement(UK)

Limited,authorisedandregulatedbytheFinancialConductAuthority.Registeredoffice:12ThrogmortonAvenue,London,EC2N2DL.Tel:+44(0)2077433000.RegisteredinEnglandandWalesNo.2020394,hasissuedthisdocumentfor

accessbyProfessionalClientsonlyandnootherpersonshouldrelyupontheinformationcontainedwithinit.Foryourprotectiontelephonecallsareusuallyrecorded.PleaserefertotheFinancialConductAuthoritywebsiteforalistofauthorised

activitiesconductedbyBlackRock.From1 January2021, in theeventtheUnitedKingdomandtheEuropeanUniondonotenterintoanarrangementwhichpermitsUnitedKingdomfirmsto offerandprovidefinancialservicesintothe

EuropeanUnion,theissuerofthismaterialis:(i)BlackRockInvestmentManagement(UK)LimitedforalloutsideoftheEuropeanUnion;and(ii)BlackRock(Netherlands)B.V. forintheEuropeanUnion,BlackRock(Netherlands)B.V. isauthorised

andregulatedbytheNetherlandsAuthorityfortheFinancialMarkets.RegisteredofficeAmstelplein1,1096HA,Amsterdam,Tel:020ƙ5495200,Tel:31-20-549-5200.TradeRegisterNo.17068311.ForqualifiedinvestorsinSwitzerland:

Thisdocumentismarketingmaterial. Until31December2021, thisdocumentshallbeexclusivelymadeavailableto,anddirectedat,qualifiedinvestorsasdefinedin theSwissCollectiveInvestmentSchemesActof23June2006ƢŻ$*4"żƣůas

amended. From1 January2022, thisdocumentshallbeexclusivelymadeavailableto,anddirectedat,qualifiedinvestorsasdefinedinArticle10(3) of theCISAof23June2006,asamended,attheexclusionofqualifiedinvestorswithan

opting-outpursuanttoArt.5 (1) of theSwissFederalActonFinancialServices("FinSA"). Forinformationonart. 8 / 9 FinancialServicesAct(FinSA) andonyourclientsegmentationunderart. 4 FinSA,pleaseseethefollowingwebsite:

www.blackrock.com/finsa.Forinvestorsin Israel:BlackRockInvestmentManagement(UK)Limitedisnotlicensedunder*ÙØÇËÒźÙRegulationof InvestmentAdvice,InvestmentMarketingandPortfolioManagementLaw,5755-1995(theŻ"ÊÜÏÉË

-ÇÝżƣůnordoesit carryinsurancethereunder.InSouthAfrica,pleasebeadvisedthatBlackRockInvestmentManagement(UK)LimitedisanauthorizedfinancialservicesproviderwiththeSouthAfricanFinancialServicesBoard,FSPNo.43288.

IntheDIFCthismaterialcanbedistributedinandfromtheDubaiInternationalFinancialCentre(DIFC)byBlackRockAdvisors(UK)LimitedƛDubaiBranchwhichisregulatedbytheDubaiFinancialServicesAuthority(DFSA).Thismaterialis

onlydirectedat 'Professional$ÒÏËÔÚÙźandnootherpersonshouldrelyupontheinformationcontainedwithinit.BlackrockAdvisors(UK)Limited- DubaiBranchBlackrockAdvisors(UK)Limited-DubaiBranchisaDIFCForeignRecognised

CompanyregisteredwiththeDIFCRegistrarofCompanies(DIFCRegisteredNumber546),withitsofficeatUnitL15- 01A,ICDBrookfieldPlace,DubaiInternationalFinancialCentre,POBox506661,Dubai,UAE,andisregulatedbytheDFSA

to engagein theregulatedactivitiesofAdvisingonFinancial1ØÕÊÛÉÚÙźandŹ"ØØÇÔÍÏÔÍDealsin*ÔÜËÙÚÓËÔÚÙźinorfromtheDIFC,bothofwhicharelimitedtounitsina collectiveinvestmentfund(DFSAReferenceNumberF000738).In the

KingdomofSaudiArabiaIssuedintheKingdomofSaudiArabia(KSA)byBlackRockSaudiArabia(BSA),authorisedandregulatedbytheCapitalMarketAuthority(CMA),LicenseNo.18-192-30.RegisteredunderthelawsofKSA.Registered

office:29th floor,OlayaTowersƙTowerB,3074PrinceMohammedbinAbdulazizSt.,OlayaDistrict,Riyadh12213ƙ8022,KSA,Tel:+966118383600.TheinformationcontainedwithinisintendedstrictlyforSophisticatedInvestorsas

definedintheCMAImplementingRegulations.NeithertheCMAoranyotherauthorityorregulatorlocatedinKSAhasapprovedthisinformation.Theinformationcontainedwithin,doesnotconstituteandshouldnotbeconstruedasanofferof,

invitationorproposaltomakeanofferfor,recommendationtoapplyfororanopinionorguidanceonafinancialproduct,serviceand/orstrategy.Anydistribution,bywhatevermeans,oftheinformationwithinandrelatedmaterialtopersons

otherthanthosereferredtoaboveisstrictlyprohibited.IntheUnitedArabEmiratesthismaterialisonlyintendedfor-naturalQualifiedInvestorasdefinedbytheSecuritiesandCommoditiesAuthority(SCA)ChairmanDecisionNo.3/R.M.of

2017concerningPromotingandIntroducingRegulations.NeithertheDFSAoranyotherauthorityorregulatorlocatedin theGCCorMENAregionhasapprovedthisinformation. InSingapore,thisisissuedbyBlackRock(Singapore)Limited

(Co. registrationno.200010143N) foruseonlywithinstitutionalinvestorsasdefinedinSection4Aof theSecuritiesandFuturesAct,Chapter289 ofSingapore. ThisadvertisementorpublicationhasnotbeenreviewedbytheMonetary

AuthorityofSingapore. In HongKong,thismaterialisissuedbyBlackRockAssetManagementNorthAsiaLimitedandhasnotbeenreviewedbytheSecuritiesandFuturesCommissionof HongKong. Thismaterialis fordistributionto

"ProfessionalInvestors"(asdefinedintheSecuritiesandFuturesOrdinance(Cap.571of thelawsofHongKong)andanyrulesmadeunderthatordinance.) andshouldnotberelieduponbyanyotherpersonsorredistributedtoretailclientsin

HongKong. InSouthKorea,thismaterialisfordistributiontotheQualifiedProfessionalInvestors(asdefinedin theFinancialInvestmentServicesandCapitalMarketActanditssub-regulations).InTaiwan,independentlyoperatedbyBlackRock

InvestmentManagement(Taiwan)Limited.Address:28F.,No.100,SongrenRd.,XinyiDist.,TaipeiCity110,Taiwan.Tel: (02)23261600. InJapan,thisis issuedbyBlackRockJapan.Co.,Ltd. (FinancialInstrumentsBusinessOperator: The

KantoRegionalFinancialBureau. LicenseNo375, AssociationMemberships: JapanInvestmentAdvisersAssociation,theInvestmentTrustsAssociation,Japan,JapanSecuritiesDealersAssociation,TypeII FinancialInstrumentsFirms

Association.)ForProfessionalInvestorsonly(ProfessionalInvestorisdefinedinFinancialInstrumentsandExchangeAct). InAustralia,issuedbyBlackRockInvestmentManagement(Australia)LimitedABN13006165 975AFSL230523

(BIMAL)fortheexclusiveuseof therecipient,whowarrantsbyreceiptofthismaterialthattheyareawholesaleclientasdefinedundertheCorporationsAct2001(Cth).Thismaterialisintendedforwholesaleclientsonlyandmustnotberelied

or acteduponbyretailclients.Thematerialprovidesgeneralinformationonlyanddoesnottakeintoaccountyourindividualobjectives,financialsituation,needsorcircumstances.In China,thismaterialmaynotbedistributedto individuals

residentinthePeople'sRepublicofChina("PRC",forsuchpurposes,excludingHongKong,MacauandTaiwan)orentitiesregisteredinthePRCunlesssuchpartieshavereceivedalltherequiredPRCgovernmentapprovalstoparticipateinany

investmentorreceiveanyinvestmentadvisoryorinvestmentmanagementservices.ForSoutheastAsia:ThisdocumentisissuedbyBlackRockandisintendedfortheexclusiveuseofanyrecipientwhowarrants,byreceiptof thismaterial,that

suchrecipientisaninstitutionalinvestorsorprofessional/sophisticated/qualified/accredited/expertinvestorassuchtermmayapplyundertherelevantlegislationsinSoutheastAsia(forsuchpurposes,includesonlyMalaysia,thePhilippines,

Thailand,BruneiandIndonesia).BlackRockdoesnotholdanyregulatorylicensesorregistrationsinSoutheastAsiacountrieslistedabove,andisthereforenot licensedtoconductanyregulatedbusinessactivityundertherelevantlawsand

regulationsastheyapplytoanyentityintendingtocarryonbusinessinSoutheastAsia,nordoesBlackRockpurporttocarryon,anyregulatedactivityinanycountryinSoutheastAsia.BlackRockfunds,and/orservicesshallnotbeofferedorsold

toanypersoninanyjurisdictioninwhichsuchanoffer,solicitation,purchase,orsalewouldbedeemedunlawfulunderthesecuritieslawsoranyotherrelevantlawsofsuchjurisdiction(s).Thedistributionof theinformationcontainedhereinmay

berestrictedbylawandanypersonwhoaccessesit isrequiredtocomplywithanysuchrestrictions.ForOtherAPACCountries,thismaterialisissuedforInstitutionalInvestorsonly(orprofessional/sophisticated/qualifiedinvestors,assuchterm

mayapplyin localjurisdictions)anddoesnotconstituteinvestmentadviceoranofferorsolicitationtopurchaseorsellinanysecurities,BlackRockfundsoranyinvestmentstrategynorshallanysecuritiesbeofferedorsoldtoanypersoninany

jurisdictioninwhichanoffer,solicitation,purchaseorsalewouldbeunlawfulunderthesecuritieslawsofsuchjurisdiction.InLatinAmerica,forinstitutionalinvestorsandfinancialintermediariesonly(notforpublicdistribution).Nosecurities

regulatorwithinLatinAmericahasconfirmedtheaccuracyofanyinformationcontainedherein.Theprovisionof investmentmanagementandinvestmentadvisoryservicesisaregulatedactivityinMexicothusissubjecttostrictrules.Formore

informationontheInvestmentAdvisoryServicesofferedbyBlackRockMexicopleaserefertotheInvestmentServicesGuideavailableatwww.blackrock.com/mx
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