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ETF Trends: Introduction

B The ETF market is one of the most exciting markets to be a part of today
® The credit crisis has made ETFs the product of choice for end investors

® The broker community continues to be one of the critical components in the continuing success of
the ETF industry

® |n the US more than 30% of equity trading is ETFs

® |n Europe, the growth story is just beginning........

For Qualified Investors only

'. iShares’




T
What are Exchange-Traded Funds (ETFs)?

ETFs are funds...
...that trade like stocks and aim to reflect performance of a market index

ETFs are open-ended...
...creation/redemption feature helps drive liquidity and balance supply and demand*

ETFs offer diversification...
...reducing stock-specific risks

ETFs trade intra-day...
...allowing investors to deal at tight prices throughout market hours

ETFs have transparent portfolio holdings...
...investors know what is in their funds

ETFs have on-exchange and OTC market makers...
...providing liquidity by making two-way markets

ETFs are NOT derivatives ...
...offering investors an alternative to futures

*ETFs may be sold throughout the day on the exchange through most brokerage accounts. However, ETFs may only be created or
redeemed directly from the fund by Market Participants, in large creation/redemption units.

For Qualified Investors only

'. iShares’




Global ETF Trends
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Global ETF market growth

The global ETF market has experienced strong growth since 2000

Global ETF market growth (AUM and number of funds)
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Global ETF AUM is forecasted to reach US$2tn by 2011
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European ETF growth
European ETF market has experienced strong growth since 2003

European ETF market growth (AUM and number of funds)
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ETF providers worldwide and in Europe (AUM)

ETF managers Globally by AUM
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ETF managers in Europe by AUM
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European usage of ETFs by type of exposure

AUM
Exposure #ETFs (US$ BN) % TOTAL
Fixed Income 148 51.38 22.99%
0% 8%

Country Exposure Europe - Equity 91 36.81 16.47%
Regional Exposure Eurozone - Equity 34 35.08 15.69%

5% _ _
Emerging Markets - Equity 84 22.45 10.05%
5% Country Exposure United States - Equity 37 12.02 5.38%
Regional Exposure Europe - Equity a7 11.98 5.36%

5% _ _

International - Equity 55 11.00 4.92%
5% European Sector Exposure - Equity 126 10.18 4.56%
Global Exposure - Equity 46 8.13 3.64%
Style - Equity 41 4.70 2.10%
16% Eurozone Sector Exposure - Equity 18 1.98 0.88%
US Sector Exposure - Equity 1 0.03 0.01%
Others 93 17.75 8%

ETFs today provide a broad range of potential exposures

Source: ETF Research and Implementation Strategy Team, BlackRock, Bloomberg. As at 31 December 2009 For QU&'IfIEd Investors Only
Note: Others include: Inverse, Euro zone Sector exposure, Leveraged inverse, Leveraged, Currency, Alternatives, Mixed (Equity and Fixed Income), US Sector exposure
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Largest European ETF providers by secondary market volume

2009 secondary market trading volumes
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ETF Secondary Market Trading
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US ETF Trading at a Glance

The 2 most actively traded U.S. equities are ETFs®

5 of the 10 most actively traded U.S. equities were ETFs in 2009 @)
iShares Russell 2000 Fund (IWM) is the 4th most actively traded US equity ™

ETFs represented apprx. 30% of total U.S. equity dollar volume in 2009 @)
iIShares ETFs represented apprx. 7% of total U.S. equity dollar volume in 2009 @)

iShares ETF trading volume in 2000 was 69 million shares / $18.5 billion
iIShares ETF trading volume in 2009 was 98.4 billion shares / $3.7 trillion®

Creation/redemption orders in 2000 equaled (net) $7.3 billion
Creation/redemption orders in 2009 equaled (net) $43.6 billion @)

(1) Source: NYSEArca, Bloomberg

(2) Source: BlackRock DIXIE database (BlackRock internal system to track iShares authorized participant activity)

For Qualified Investors only

'| iShares’

11




ETFs as % of US equity $volume
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Summary of 2009 European iShares AUM and on-exchange Flow

Total Creation/ 2009 Market Volumes

Total AUM Net New Assets Redemption
volumes
European domiciled iShares
$85bn $14.1bn $81 bn $318bn
Equity + Fixed Income
$62bn + $23bn $7.2bn + $6.9bn $48bn + $33bn
/

Represents only around 35% of secondary market trading

iShares Global AUM — $504bn

EVERY DOLLAR TURNED OVER IN THE PRIMARY MARKET HAS THE POTENTIAL OF TURNING OVER SEVERAL MORE TIMES IN THE
SECONDARY MARKET .
For Qualified Investors only

Source: Blackrock, Bloomberg
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2007 vs 2008 vs 2009 - All recorded volumes
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Equity and Futures Turnover shows a sharp decrease

European equity and futures turnover (€m)
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Source: Bloomberg, BlackRock For Qualified Investors only
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European Turnover —- on Exchange & OTC (€bn)
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The Growth in ETP share continues

European ETP market share
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Secondary market efficiencies

IShares FTSE 100 - LSE Spreads
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Secondary market efficiencies

iShares DAX® - Xetra Spreads
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European ETF Models

Single vs Multi Dealer Models

For Qualified Investors only
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Single Dealer Models - Swap Based providers

Several other leading European ETF providers essentially operate a Single Dealer Model

Provider advantage: pricing flexibility and sales momentum
B Being at execution point: Promote products and execute the trades on the spot

B [nternal compensation by revenue transfers: Offer preferred terms on execution for clients who are investing in
size or have existing strong relationships

B “One stop shop approach”

Possible concerns for clients/market makers

B Single-counterparty for the underlying swaps

® Provider captures all the economics of the ETF
B Lack of transparency on costs, composition etc

For Qualified Investors only
21
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Multi-Dealer Model:

iIShares investors benefit from a multi-dealer model

B Shares works with 50+ different broker/dealers to ensure continuous pricing on exchanges and OTC
B Listings on largest European exchanges (helps price discovery)
®  Multiple currency listings

What is it?
A model which incentivises external Market Makers (MMs) and Authorised Participants (APs) to create/redeem iShares in the
Primary Market

Why?
B Shares has no proprietary trading desk
B They do not quote prices for creating/redeeming funds

Benefits
B Fund pricing = Fully Transparent
m Efficient creation and redemption process
B No conflict of interest between MMs/APs and iShares
« iShares concentrates on managing fund assets
« Leaves MMs and APs to focus on their core competence
®  On Exchange
e Tighter Spreads
e Deeper Order Book and Greater Liquidity
m OTC
¢ More choice

For Qualified Investors only
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Multi-Dealer vs Single Dealer Model

1. Competitors Model

2. IShares Model

PROPRIETARY DESK — Separation of fund from APs/MMs MULTI DEALER MODEL — NO Separation of fund from APs/MMs

CLIENT

AP2 = delta 1 desk of

provider

23

iShares FUND
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“The Circle of Liquidity” — The result of the multi dealer model

Greater Liquidity Increased
Spreads & Order book Investor Trading

Tighter Spreads More
& Deeper Order Book Market Makers

For Qualified Investors only
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Markets Team

B Central point of contact for buy side sales teams to facilitate their client flows, providing trading, broker and execution expertise, accompanying them to buy-side
meetings —

®  Facilitated $4.6bn of client deals in 2009

B Relationship Managers for the trading community. This can be split into four main categories
1.  Trading desks

ETF Trading

Delta 1 Trading

Securities Lending

Prime Brokerage

Structured products

Fund derivatives

Buy side execution desks

- Inter-Dealer flow matching
m  Equities - matched $6.6bn of notional deals

Team has over 30 permanent chat rooms with key brokers to facilitate liquidity and end-client best execution

2. Exchanges
m 6 Traditional exchanges — LSE, Deutsche Boerse etc
m 5+ Mutlilateral Trading Facilities (MTFs)
3. Platforms
®  National dealing platforms — SelfTrade (UK), ALEX (Neth), Pershing
m  Algorithmic platforms
m  Lending platforms — Quadriserv, Secfinex
m  Fixed Income trading — MarketAxess, tradeweb
4. Vendors
m  Markit, Bloomberg, Reuters, Telekurs, Lipper

B Monitoring, management and analysis of on-exchange ETF activity across 2000+ lines — this includes the entire European ETP community
Pre-trade analysis and broker introductions for clients For Qualified Investors only
B Production of trading and liquidity reports and analysis for sales and marketing functions

25
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How do clients trade i1IShares?

Order Book
Exchange BID OFFER
.."é:alp Mkts Group work with Sale.é‘o’ t
iShares . e;m(iICll_ent to conduct pre-trade ‘:
. . ysis and where necessary . . :
Clients Cap Mkts ‘e, recommend APs R qu uid |ty Providers
Sales Inventory/Borrow
Or

oTC _ o specialist ETF Broker
Authorised Participants Provide two way quotes OTC

Or

Primary Market

B ETFs can be traded on the secondary market by any broker recognised by the particular Exchange

B Primary market (creation/redemption) trading with iShares available only to Authorised Participants (APS)

B The iShares Capital Markets Team works with clients to provide optimal management of trading
mShares can help match flows, minimise market impact, provide information on optimal execution and sources of liquidity

®m Our sole focus is costs of trading and working with iShares clients
For Qualified Investors only
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Matching Service adds Real Value
iIShares is the only ETF provider to “match” AP/MM flow

Why is this important?

m  “For creation/redemption purposes, iShares will try to help by locating the other side of the trade. Saving
creation/redemption fees on these occasions is a very positive feature for us.”

Leading ETF Trader

= “Some clients don’t know that Net Asset Value (NAV) might be a few basis points away from the final execution price
because the ETF creation and redemption process is not an entirely frictionless one. iShares service is useful in this
regard because it helps to reduce creation/redemption costs, allowing ETFs to trade more tightly.”

Ex-Head of Sales for leading ETF provider

Source: Multi Dealer Model — www.iShares.com

36 brokers

22 active sec lending counterparties

Brokers saving ca. $3.9 mIn in trade commissions, taxes and fees to each side of the trade

« Average save rate $40.5k

For Qualified Investors only
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2009 Headline figures Securities Lending

= 140 deals matched YTD
= 22 active Lending counterparties
= Average deal size: $2.2m in a range between $92k to $23.5m

= Rates between 1.5% and 10%

For Qualified Investors only
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Most Wanted: Top 5 iShares by Sec Lending Volume
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Markets team

m Keshava Shastry — Head of Markets
keshava.shastry@blackrock.com +44 207 668 8496

®m Kris Walesby / Slawomir Rzeszotko / Tejal Joly

— Markets team
Isharesmarkets@blackrock.com +44 207 668 2128

For Qualified Investors only
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Disclaimer

Regulatory Information

BlackRock Advisors (UK) Limited, which is authorised and regulated by the
Financial Services Authority (‘'FSA"), has issued this document for access by
Professional Clients in Switzerland only and no other person should rely upon the
information contained within it. iShares plc, iShares Il plc and iShares Il plc
(together 'the Companies') are open-ended investment companies with variable
capital having segregated liability between their funds organised under the laws
of Ireland and authorised by the Financial Regulator. The German domiciled
funds are "undertakings for collective investment in conformity with the directives
within the meaning of the German Law on the investments. These funds are
managed by BlackRock Asset Management Deutschland AG which is authorised
and regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht.

For investors in Switzerland

This document is directed at 'qualified investors' only, as defined by Clause 10 (3)
of the Swiss Act on Collective Investment Schemes ('CISA") and Clause 6 of the
Swiss Ordinance on Collective Investment Schemes (‘'CISO"). Certain of the
funds are not registered with the Federal Banking Commission which acts as
supervisory authority in investment fund matters. In respect of these funds, the
shares or units of these funds may not be offered or distributed in or from
Switzerland unless they are placed without 'public solicitation' as such term is
defined under the practice of the Federal Banking Commission from time to time.
With respect to those funds that are registered, the Federal Banking Commission
has authorised Barclays Bank (Suisse) SA, 8-10 rue d'ltalie, case postale 3941,
1211 Genéve 3, to act as Swiss Representative and Paying Agent of the
Companies. The prospectus, complete and simplified, the Articles of
Incorporation, the latest and any previous annual and semi-annual reports of the
Companies as well as a list of purchases and sales undertaken on behalf of the
Companies are available free of charge from the Swiss representative. Before
investing please read the prospectus, complete and simplified, copies of which
can be obtained from the Swiss representative.
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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 are not
authorised or registered for distribution and where no prospectus for the Companies has
been filed with any securities commission or regulatory authority. The Companies may not
be acquired or owned by, or acquired with the assets of, an ERISA Plan.

Risk Warnings

Shares in the Companies may or may not be suitable for all investors. BlackRock
Advisors (UK) Limited does not guarantee the performance of the shares or funds. The
price of the investments (which may trade in limited markets) may go up or down and the
investor may not get back the amount invested. Your income is not fixed and may
fluctuate. Past performance is not a reliable indicator of future results. The value of the
investment 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. Affiliated companies of BlackRock Advisors (UK) Limited may make markets in
the securities mentioned in this document. Further, BlackRock Advisors (UK) Limited
and/or its affiliated companies and/or their employees from time to time may hold shares
or holdings in the underlying shares of, or options on, any security included in this
document and may as principal or agent buy or sell securities.

Index Disclaimers
DAX® is a registered trademark of Deutsche Borse AG.

'FTSE®' is a trade mark jointly owned by the London Stock Exchange plc and the
Financial Times Limited (the 'FT') and is used by FTSE International Limited (‘FTSE")
under licence. The FTSE 100 Index is calculated by or on behalf of FTSE International
Limited ('"FTSE'). None of the Exchange, the FT nor FTSE sponsors, endorses or
promotes iShares FTSE 100 nor is in any way connected to the fund or accepts any
liability in relation to its issue, operation and trading. All copyright and database rights
within the index values and constituent list vest in FTSE. BlackRock Advisors (UK) Limited
has obtained full licence from FTSE to use such copyright and database rights in the
creation of this product.

iShares funds are not sponsored, endorsed, or promoted by MSCI, and MSCI bears no
liability with respect to any such funds or any index on which such funds are based. The
Prospectus contains a more detailed description of the limited relationship that MSCI has
with BlackRock Advisors (UK) Limited and any related funds.
iShares' is a registered trademark of BlackRock Institutional Trust Company, N.A. All
other trademarks, servicemarks or registered trademarks are the property of their
respective owners. © 2010 BlackRock Advisors (UK) Limited. Registered Company No.
00796793. All rights reserved. Calls may be monitored or recorded. e ,

° Y i iShares




	Slide Number 1
	ETF Trends: Introduction
	What are Exchange-Traded Funds (ETFs)?
	Global ETF Trends
	Global ETF market growth
	European ETF growth
	ETF providers worldwide and in Europe (AUM)
	European usage of ETFs by type of exposure
	Largest European ETF providers by secondary market volume
	ETF Secondary Market Trading
	US ETF Trading at a Glance
	Slide Number 12
	Summary of 2009 European iShares AUM and on-exchange Flow 
	2007 vs 2008 vs 2009 - All recorded volumes
	Equity and Futures Turnover shows a sharp decrease
	European Turnover – on Exchange & OTC (€bn)
	The Growth in ETP share continues
	Secondary market efficiencies
	Secondary market efficiencies
	Slide Number 20
	Single Dealer Models - Swap Based providers 
	Multi-Dealer Model: �A distinctive feature of iShares
	Multi-Dealer vs Single Dealer Model�How we differentiate our business
	“The Circle of Liquidity” – The result of the multi dealer model
	Markets Team�Main Responsibilities
	  How do clients trade iShares? 
	Slide Number 27
	2009 Headline figures Securities Lending
	Most Wanted: Top 5 iShares by Sec Lending Volume�
	Markets team
	Disclaimer

