Nick Nefouse, CFA

Global Head of Retirement Solutions

BlackRock.

Managing inflation through a
lifecycle framework



Lifecycle investment framework



Markets are just
one factor driving

retirement
balances over a
lifetime.

Early career Mid career In retirement

A

Relative importance
to income

Age in years

@ Unanticipated liabilities Time-weighted returns Dollar-weighted returns @ Sequencing risk

Source: Drew, M, Walk A and West J 2015, The Role of Asset Allocation in Navigating the Retirement Risk Zone, Finsia (Financial Services
Institute of Australasia), Sydney.

FOR INSTITUTIONAL INVESTOR USE ONLY - NOT FOR PUBLIC DISTRIBUTION



Lifecycle investing
starts with the

economics of the
problem...

Lifetime Asset Allocation

Lifecycle Insights
Investment trade-offs at every life stage Lifetim e

Equity Credit Rates Spending and
Saving
Inflation Currency Private

Investor Profile

Understand participants at every life stage Market
Income Life expectancy  Local regulations Returns and
) ) ) Risks
Savings Risk aversion Local preferences

Retirement Objective: Consistent Spending

For illustrative purposes only.
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Early career Mid career In retirement

Income and Income tapers, Income ends,
spending build spending builds spending continues

...and aims for the

outcome that
individuals want.

Real Income (CAS)

45 40 35 30 25 20 15 10 5 0 -5 -10 -15 -20 -25
Years to retirement

Income Savings Pre-retirement spending Spending from savings @ Spending

Source: BlackRock, Statistics Canada Survey of Labour Income Dynamics (“SLID”), as of June 30, 2024.
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Inflation in the lifecycle framework



What type of

inflation are you
worried about?
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Source: Statistics Canada, as of 31 December 2023.
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Source: BlackRock, Statistics Canada Survey of Labour Income Dynamics (“SLID”). The top chart reflects data as of 31 December 2003,
and the bottom chart reflects data as of 31 December 2010.
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When do

participants need
inflation hedging
assets?

Equity Allocation

Source: BlackRock, as of 30 June 2024. For illustrative purposes only.
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What are the

inflation hedging
assets?

Inflation-Linked Bonds

Commodities

Source: BlackRock. For illustrative purposes only.

Role of Asset Class

Seek Return Hedge Inflation
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How should they

be combined in a
portfolio?

Inflation-Linked Bonds

Commodities

Research Hypothesis Canada Considerations

Short-curve bonds could be a What could replace Real
more effective inflation hedge Return Bonds that are no
than full-curve bonds longer being issued?

Could provide the highest
sensitivity to shock inflation
but with opportunity cost

Are Canadian stocks more
correlated with commodities?

Could provide diversification,

inflation hedging, and return What is the optimal index

. X re?
potential exposure
Focusing on “New Economy” How would a different
could provide improved geographic focus alter overall
return potential portfolio risk?

Source: BlackRock. For illustrative purposes only.
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Short-curve U.S.
TIPS are more

effective at
hedging changes in
inflation.

Risk Decomposition

Annualized Volatility (%)
W

Full-curve TIPS Short-curve TIPS

H Interest Rate Movements Inflation Movements

Source: BlackRock as of 31 December 2023. Full-curve TIPS represented by Bloomberg TIPS Index; Short-curve TIPS represented by the
Bloomberg 0-5 TIPS Index. Indexes are unmanaged and one cannot invest directly in an index.
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GLOBAL

77% of Traditional Sectors
23% of Modern Sectors

There is an
evolution within

. . 52% of Traditional Sectors
REIT |ndlces. 48% of Modern Sectors

Retail 21 % Office 17% Developers 16%

Retail 13%

Developers 9%

Industrial 16% Office 11%

Source: BlackRock, Bloomberg. FTSE EPRA Nareit Developed Index as of 31 December 2012 and 31 December 2023. Indexes are unmanaged
and one cannot invest directly in an index.
Indexes shown for illustrative purpose only
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54% of Traditional Sectors
46% of Modern Sectors

There is an
evolution within

38% of Traditional Sectors

REIT indices. 62% of Modern Sectors

Retail
9%

Timber
3%

Industrial | Apartments
13% 10%

Source: BlackRock, Bloomberg. FTSE Nareit All Equity REITs Index as of 31 December 2012 and 31 December 2023. Indexes are unmanaged
and one cannot invest directly in an index.
Indexes shown for illustrative purpose only.
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What role should
Fixed Income p|ay Offset equity risk

in a target date " when equities ol
fund?

Source: BlackRock. For illustrative purposes only.
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Could the Fixed

Income exposure
be more precise?

Long Credit

Intermediate Credit

Intermediate Government

Source: BlackRock. For illustrative purposes only.

Role of Asset Class

Seek Return Offset Equity Risk
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Key takeaways so far:

Address multiple risks Understand when, and Consider using precise
through time with a how, a retirement fixed income allocations,
lifecycle investment portfolio should hedge to take the right risk at

framework inflation the right time
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Expanding the lifecycle framework



What outcomes should retirement income strategies deliver?

Minimize Address
spending longevity
volatility risk
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Consider optimizing retirement spending across major sources of income

Public Pension

(i.e., CPP, QPP, etc.)

Investment Portfolio

(i.e., RRSP, GRRSP, etc.)
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Guaranteed Income

(i.e., Annuity)
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The Public Pension
is a powerful

component for
many participants.

Spending at age 65

® From CPP From Portfolio

C$ 40,000
CS$ 35,000
C$ 30,000
C$ 25,000
C$ 20,000
C$ 15,000

C$ 10,000
CSo

Saved 100k Saved 250k Saved 500k

Source: BlackRock, Government of Canada, as of June 30, 2024. For illustrative purposes only and subject to change.

Notes: This chart illustrates optimal consumption from the investment portfolio based on BlackRock’s utility model considering a riskless
annual pension amount of CA$9,804. The model accounts for time discounting and survival probability and so considers a declining
consumption profile rather than a constant spending rate.

FOR INSTITUTIONAL INVESTOR USE ONLY - NOT FOR PUBLIC DISTRIBUTION

21



Potential Retirement Spending
$30,000

$25,000

$20,000 °

The WhOIe iS $15,000 .. .
greater than the 10,000

S-

Age

B Public Pension Annuity Investment Portfolio e Total

Source: BlackRock. For illustrative purposes only.
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Lifecycle investment strategies: Key takeaways

Precise risk Optimized
allocations retirement
through time spending
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Important notes

The following notes should be read in conjunction with the attached document:

e This material is provided for information purposes only and is notintended to be an offer or invitation to anyone to investin any BlackRock products or services. The information and opinions contained herein are not guaranteed as to accuracy or completeness, and are
subject to change without notice.

¢ Past performance is not a guide to future performance.
* Allfinancial investmentsinvolve an element of risk. Therefore, the value of your investment and the income from it will vary and your initial investment amount cannot be guaranteed.
* No part of this material may be reproduced, stored in any retrieval system or transmitted in any form or by any means, electronic, mechanical, recording or otherwise, without the prior written consent of BlackRock.

*  UNLESS OTHERWISE SPECIFIED, ALL INFORMATION CONTAINED IN THIS DOCUMENT IS CURRENT AS OF 3 October 2024.

This material is intended for institutional investors in Canada only. The information and opinions herein are provided for informational purposes only, are subject to change and should not be relied upon as the basis for your investment decisions. This document is not and
should not be construed as a solicitation or offering of units of any fund or other security in any jurisdiction. No part of this material may be reproduced in any manner without the prior written permission of BlackRock.

BlackRock®is a registered trademark of BlackRock, Inc. All other trademarks are the property of their respective owners.

© 2024 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.
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