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Fee-based assets doubled over the last 5 years in US Wealth Management

industry

Fee-based penetration (%) - US Advisors

53%

40%
35%

31%
28%
1 I I

2010 2011 2012 2013 2014 2015 2016

Source: Cerulli and BLK estimates

Key implications of operating in
an increasingly fee-based environment

Continued growth in use of index ETFs

Increased usage of lower-cost active products that
deliver value to advisors

Heightened focus on portfolio construction and how
portfolio building blocks fit together

Growing opportunity to convert brokerage into
advisory assets, leading to a more stable revenue
flow for intermediaries
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Growth is expected to continue in the next years both within independent and
non-independent all channels ...

Fee based — Employee/ Non Independent channels Fee based — Independent(") channels

Current 2018E Current 2018E
mFee-based mNon Fee-based @ m Fee-based mNon Fee-based @

(1) Advisor segmentations for this exhibit include only advisors who are affiliated with a B/D.
(2) Brokerage and separate managed account
Source: Cerulli and BLK estimates
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. Boosting allocation towards passive investments with higher increase
expected in traditional Wirehouse channels
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The shift towards fee based advisory not limited to US but getting traction
also in Europe ...

» Large distributors followed with flows
into fee-based platforms: advisory
growth 17-20% p.y. since 2010 vs. 4-
6% for brokerage

» Shift to fee-based began in US,
driven by client demand: RIAs led
growth, now $4tn

i . » European regulation arrived in
& < 2010: CH, UK, NL, to be followed
1o by MiIFID II
» Regulatory pressure since
2015 in the US pushing
additional changes: DOL rule ;
and Fiduciary standards =

Higher fiduciary standards

Greater transparency

Challenge to fee sharing

T
b
L]
1 B
i ]
;i
Il-.l. -
e
' .

Source: iShares Business Strategy, 2015
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... with Swiss industry leading the way

Expected fee based evolution Drivers of shift towards fee based advisory

» Regulations: Federal Supreme Court ruling;
FIDLEG; new risk appraisal standards

Discretionary
» Revenue / cost pressure: central / systematic
Fee based oot advice; book transformation process
Adv|sory ontractua
~— binding
relationship
» Direct client pressure: fee structure
transparency; digitalisation; advisory automation
Non-contractual
advice
» Competition: direct access to AA advice; low-fee
Execution trade execution
only

J\ Today 2018
Ambition
e Ca $ 380bn in fee based —
15% of total assets

Source: iShares Business Strategy, for illustrative purposes only
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What to expect from ltaly?

End client is willing to get advised ...

» Clients’ assets under advisory are expected to
grow from actual € 300bn to € 550bn ...

» ... by broadening advisory perimeter to new
potential investors

» With the majority of clients (51%) open to pay
for advice

... wWith distributors “slowly” moving towards
fee-based models

» Most distributors are expecting to adopt non-
independent / restricted advisory models...

» ...but with hybrid coexistence of retrocession
based and fee based models...

» ... and very limited cases of pure fee only
models

Potential impact of cost trasparency could represent the key driver

for the evolution of the Italian market

Source: Wealth Insights report Prometeia 2017, Osservatorio AIFIn Private Banking e wealth management 2017.
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Disclaimer

Regulatory Information

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

Restricted Investors

This document is not, and under no circumstances is to be construed as an advertisement or any other step in furtherance of a public offering of shares in the
United States or Canada. This document is not aimed at persons who are resident in the United States, Canada or any province or territory thereof, where the
companies/securities are not authorised or registered for distribution and where no prospectus has been filed with any securities commission or regulatory authority.
The companies/securities may not be acquired or owned by, or acquired with the assets of, an ERISA Plan.

Risk Warnings

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

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

In respect of the products mentioned this document is intended for information purposes only and does not constitute investment advice or an offer to sell or a
solicitation of an offer to buy the securities described within. This document may not be distributed without authorisation from BlackRock Advisors (UK) Limited.

© 2016 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, BUILD ON BLACKROCK, SO WHAT DO | DO WITH MY
MONEY and the stylized i logo are registered and unregistered trademarks of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other
trademarks are those of their respective owners.
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